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Orrawa, May 3, 1940. 


Rt. Hon. W. L. Mackxenziz Kine, P.C., M.P., 
Prime Minister of Canada, 
Ottawa. 


Dear Mr. King, 


I have the honour to transmit, herewith, the Report of the Royal Commission on 
Dominion-Provincial Relations, pursuant to the Order in Council of August 14th, 1937, 
P.C. 1908. 


As noted in the final Chapter, the decisions underlying the recommendations of the 
Report were reached before the outbreak of war. The Commission has since reviewed 
its recommendations and, in spite of the great and relative changes in the financial 
outlook for Canadian governments, it believes its recommendations to be appropriate 


to meet the new strains and emergencies of war conditions. 


I have the honour to be, 


Sir, 


Your obedient servant, 


CHAIRMAN. 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


TERMS OF REFERENCE 


Privy CouNcIL 
CANADA 


CERTIFIED to be a true copy of a Minute of a 
Meeting of the Committee of the Privy 
Council, approved by The Deputy of His 
Excellency the Governor General on the 14th 
August, 1937. 


P.C. 1908 


The Committee of the Privy Council have had 
before them a report, dated August 5th, 1937, 
from the Right Honourable W. L. Mackenzie King, 
the Prime Minister, submitting,—with the con- 
currence of the Minister of Finance and the 
Minister of Justice:— 


1. That, as a result of economic and social 
developments since 1867, the Dominion and 
the provincial governments have found it 
necessary in the public interest to accept 
responsibilities of a character, and to extend 
governmental services to a degree, not fore- 
seen at the time of Confederation; 


2. That the discharge of these responsibilities 
involves expenditures of such a magnitude as 
to demand not only the most efficient admin- 
istrative organization on the part of all 
governments but also the wisest possible 
division of powers and functions between 
governments. That particularly is this the 
case if the burden of public expenditures is 
to be kept to a minimum, and if the revenue- 
raising powers of the various governing bodies 
are to possess the adequacy and the elasticity 
required to meet the respective demands upon 
them; 


3. That governmental expenditures are increased 
by overlapping and duplication of services as 
between the Dominion and provincial govern- 
ments in certain fields of activity. That in 
other respects the public interest may be 
adversely affected by the lack of a clear 
delimitation of governmental powers and 
responsibilities; 


4. That representations have been made on 
behalf of several provincial governments and 
by various public organizations that the 
revenue sources available to provincial govern- 
ments are not in general adequate to enable 
them to discharge their constitutional respon- 
sibilities, including the cost of unemployment 
relief and other social services and the pay- 
ment of fixed charges on their outstanding 
debt; that, consequently, if they are to 
discharge their responsibilities, either new 
revenue sources must be allotted to them 
or their constitutional responsibilities and 
governmental burdens must be reduced or 
adjustment must be made by both methods; 


5. That representations have been made by 
provincial governments that municipal gov- 
ernments which have been created by, and 
derive their powers and responsibilities from, 
the provinces, are confronted with similar 
problems; that, in particular, necessary muni- 
cipal expenditures have placed an undue 
burden on real estate and are thereby 
retarding economic recovery; also that the 
relations between provinces and municipalities 
are an essential part of the problem of 
provincial finances; 


6. That, finally, it has been represented that 
unless appropriate action is taken the set-up 
of governmental powers and responsibilities 
devised at the time of Confederation will not 
be adequate to meet the economic and social 
changes and the shifts in economic power 
which are in progress without subjecting 
Canada’s governmental structure to undue 
strains and stresses. 


The Prime Minister, therefore, with the con- 
currence of the Minister of Finance and the 
Minister of Justice, reeommends:— 

1. That it is expedient to provide for a 
re-examination of the economic and financial 
basis of Confederation and of the distribution 
of legislative powers in the light of the 
economic and social developments of the last 
seventy years; 
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2. That for this purpose the following be 
appointed Commissioners under Part I of the 
Inquiries Act:— 

The Honourable Newton W. Rowell, LL.D., 
Chief Justice of Ontario; 

The Honourable Thibaudeau Rinfret, 
Justice of the Supreme Court of Canada; 


John W. Dafoe, Esquire, LL.D., of the 
City of Winnipeg, Man.; 

Robert Alexander MacKay, Esquire, Ph.D., 
Professor of Government, Dalhousie 
University, Halifax, N.S.; and 

Henry Forbes Angus, Esquire, M.A., B.C.L., 
Professor of Economics, University of 
British Columbia, Vancouver, B.C. 


3. That, without limiting the general scope of 
their inquiry, the Commissioners be instructed 
in particular:— 

(a) to examine the constitutional allocation 
of revenue sources and governmental 
burdens to the Dominion and provincial 
governments, the past results of such 
allocation and its suitability to present 
conditions and the conditions that are 
likely to prevail in the future; 


(b) to investigate the character and amount 
of taxes collected from the people of 
Canada, to consider these in the light of 
legal and constitutional limitations, and 
of financial and economic conditions, and 
to determine whether taxation as at 
present allocated and imposed is as 
equitable and as efficient as can be 
devised; 

(c) to examine public expenditures and 
public debts in general, in order to 
determine whether the present division 
of the burden of government is equitable, 
and conducive to efficient administration, 
and to determine the ability of the 
Dominion and provincial governments to 
discharge their governmental responsi- 
bilities within the framework of the 
present allocation of public functions and 
powers, or on the basis of some form of 
reallocation thereof; 

(d) to investigate Dominion subsidies and 
grants to provincial governments. 


4. That the Commissioners be instructed to 
consider and report upon the facts disclosed 
by their investigations; and to express what 
in their opinion, subject to the retention of 


the distribution of legislative powers essential 
to a proper carrying out of the federal system 
in harmony with national needs and the 
promotion of national unity, will best effect 
a balanced relationship between the financial 
powers and the obligations and functions of 
each governing body, and conduce to a more 
efficient, independent and economical discharge 
of governmental responsibilities in Canada. 


The Prime Minister, with the concurrence of 
the Minister of Finance and the Minister of 
Justice, further recommends that the Honourable 
Newton W. Rowell, LL.D., Chief Justice of 
Ontario, be Chairman of the said Commission. 


The Committee concur in the foregoing recom- 
mendations and submit the same for approval. 


E. J. LEMAIRE, 
Clerk of the Privy Council. 


CrerTIFIED to be a true copy of a Minute of a 
Meeting of the Committee of the Privy 
Council, approved by His Excellency the 
Governor General on the 18th November, 
1937. 


P.C. 2880 


The Committee of the Privy Council have had 
before them a Report, dated 18th November, 1937, 
from the Right Honourable W. L. Mackenzie King, 
the Prime Minister, stating that the Honourable 
Thibaudeau Rinfret, Justice of the Supreme Court 
of Canada, has, owing to ill health, tendered his 
resignation as a Member of the Commission on 
Dominion-Provincial Relations, appointed by Order 
in Council of 14th August, 1937—P.C. 1908. 
The Prime Minister, with the concurrence of the 
Minister of Finance and the Minister of Justice, 
recommends:— 
1. That the resignation of the Honourable Mr. 
Justice Rinfret be accepted; and 

2. That Joseph Sirois, Esquire, LL.D., of the 
City of Quebec, Notary Public, Professor of 
Constitutional and Administrative Law at 
Laval University, be appointed a Member of 
the said Commission, in the place of the 
Honourable Mr. Justice Rinfret. 


The Committee concur in the foregoing recom- 
mendation and submit the same for approval. 


E. J. LEMAIRE, 
Clerk of the Privy Council. 


CrrTIFIED to be a true copy of a Minute of a 
Meeting of the Committee of the Privy 
Council, approved by The Deputy of His 
Excellency the Governor General on the 22nd 
November, 1938. 

P.C. 2946 

The Committee of the Privy Council, on the 

recommendation of the Right Honourable W. L. 

Mackenzie King, the Prime Minister, advise that 

Joseph Sirois, Esquire, LL.D., of the City of 

Quebec, a Member of the Commission on Dominion- 
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Provincial Relations established by Order in 
Council P.C. 1908 of the 14th August, 1937, be 
appointed Chairman of the said Commission vice 
the Honourable Newton Wesley Rowell, LL.D. 
resigned. 


E. J. LEMAIRE, 
Clerk of the Privy Council. 


A. Skxrtton, Esq,., 
Secretary, 
Commission on Dominion-Provincial Relations. 


HISTORY OF THE COMMISSION 


The Commission was appointed by Order in 
Council (P.C. 1908) dated 14th August, 1937, 
printed immediately preceding this section. 

On August 31, 1937 Mr. Alex Skelton, chief of 
the research department of the Bank of Canada, 
was appointed by Order in Council (P.C. 2113) 
as Secretary of the Commission and Director of 
Research. Subsequently Miss M. K. Rowland was 
appointed as Assistant to the Secretary to aid in 
administration. Mr. Adjutor Savard was appointed 
French Secretary with particular responsibility for 
correspondence and relations with French-speaking 
Canadians. Mr. Savard acted as Secretary during 
the hearings at several provincial capitals and, 
in the later stages of the Commission’s work, 
became responsible for the important task of 
supervising translation of the Report, appendices 
and other published studies. Mr. Wilfrid Eggleston 
was appointed Assistant to the Secretary with 
particular responsibility for supervision of reporting 
and travelling arrangements. After the public 
hearings Mr. Eggleston was transferred to the 
research staff of the Commission. Mr. R. M. 
Fowler of Toronto was appointed Registrar and 
Legal Secretary to the Chairman, Chief Justice 
Rowell, and after the retirement of the Chief 
Justice Mr. Fowler continued on the Commission’s 
secretariat. Mr. Louis S. St. Laurent, K.C., of 
Quebec City and Mr. James McGregor Stewart, 
K.C., of Halifax, were appointed Counsel to assist 
the Commission in its public hearings, but except 
during certain sittings in Ottawa only one counsel 
was present at each hearing of the Commission. 


Terms of Reference—The Order in Council 
appointing the Commission imposed upon it a task 
of great complexity and magnitude. But wide and 
comprehensive as the terms of reference were, they 
were primarily concerned with one great problem, 
viz., the relations between the Dominion and the 
provinces. The Commission accordingly directed 
its inquiry strictly to this main problem. Many 
representations made to the Commission were 
concerned with other matters and, therefore, fell 
outside the scope of the inquiry. 

The recital in the terms of reference set out 
sertain conditions on which presumably the Com- 
mission was expected to report: the enlarged 
responsibilities of government due to economic and 
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social developments; the need for “the widest 
possible division of powers and functions between 
governments”; the allegation that expenditures 
were increased by overlapping and duplication of 
services as between the Dominion and the prov- 
inces; the complaint of the provinces that their 
revenue sources were inadequate to enable them to 
fulfil their constitutional responsibilities; the 
representations of the provinces that their muni- 
cipalities were confronted with similar financial 
difficulties and, particularly, that conditions were 
such as to place an undue burden on real estate; 
and finally, the representation that unless appro- 
priate action were taken, the governmental 
structure would be subject to undue stresses and 
strains in meeting the economic and social changes 
and the shifts in economic power which are in 
progress. 

The operative clauses of the Order in Council 
more precisely instructed the Commission to make 
“a re-examination of the economic and financial 
basis of Confederation and of the distribution of 
legislative powers in the light of the economic 
and social developments of the last seventy 
years.” Without limiting the broad scope of such 
an inquiry the Commission was instructed in 
particular :— 


(a) “to examine the constitutional allocation of 
revenue sources and governmental burdens 
to the Dominion and provincial govern- 
ments, the past results of such allocation and 
its suitability to present conditions and the 
conditions that are likely to prevail in the 
future; 


to investigate the character and amount of 
taxes collected from the people of Canada, 
to consider these in the light of legal and 
constitutional limitations, and of financial 
and economie conditions, and to determine 
whether taxation as at present allocated and 
imposed is as equitable and as efficient as 
can be devised; 

to examine public expenditures and public 
debts in general, in order to determine 
whether the present division of the burden 
of government is equitable, and conducive 
to efficient administration, and to determine 
the ability of the Dominion and provincial 


(b 
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(c) 
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governments to discharge their governmental 
responsibilities within the framework of the 
present allocation of public functions and 
powers, or on the basis of some form of 
reallocation thereof; 


(d) to investigate Dominion subsidies and grants 
to provincial governments.” 


The Order in Council appointing the Commis- 
sion clearly indicated that its task was two-fold: 
the Commissioners were instructed to consider and 
report upon the facts disclosed by their investiga- 
tions; and “to express what in their opinion, subject 
to the retention of the distribution of legislative 
powers essential to a proper carrying out of the 
federal system in harmony with national needs and 
the promotion of national unity, will best effect a 
balanced relationship between the financial powers 
and the obligations and functions of each governing 
body, and conduce to a more efficient, independent 
and economical discharge of governmental respon- 
sibilities in Canada.” In short, the Commission 
was intended to be both a fact-finding body, and 
a body to make recommendations.* 


Research Program.—In view of the many highly 
technical problems posed by the terms of reference 
the Commission decided in its first private meetings 
in September 1937, that it was impossible to fulfil 
its obligations by public hearings alone and that 
an extensive program of independent research 
should be carried on contemporaneously with the 
public hearings. This decision to engage research 
assistants was authorized by Order in Council 
(P.C. 2281) dated 15th September, 1937. 

A comprehensive research program was accord- 
ingly organized and placed under the direction of 
Mr. Skelton, with Mr. J. J. Deutsch as Assistant 
Director. Broadly speaking, the program was 
grouped about three general heads: economics, 
constitutional matters, and public accounts. 

The economic inquiry included such subjects of 
research as the economic background of Dominion- 
provincial relations, the national income, the 
financial history of Canadian governments, the 
economic effects of the Canadian taxation system, 
the role of municipalities and their relations to 
provincial governments, transportation, develop- 
ments in Canada of services for social welfare, 
labour legislation. The following participated in 
research in economic matters:— 

Stewart Bates, formerly Secretary of the 
Economic Council of Nova Scotia; Prof. George 
Britnell, Dept. of Political Science, University of 


* Italics in above paragraphs added. 


Saskatchewan; J. J. Deutsch, Research Depart- 
ment, Bank of Canada; H. Carl Goldenberg, 
Economist, Canadian Federation of Mayors and 
Municipalities, Montreal; Prof. A. E. Grauer, 
Director, Dept. of Social Science, University of 
Toronto; Prof. Paul-Henri Guimont, Dept. of 
Social Science, Laval University; R. A. C. Henry, 
formerly Deputy Minister of Railways and Canals; 
Joseph Howes, Assistant Director, Citizens’ 
Research Institute of Canada, Toronto; Lawrence 
B. Jack, M.A.; Prof. F. A. Knox, Dept. of Political] 
and Economic Science, Queen’s University; C. T. 
Kraft, Ph.D.; Henry Laureys, formerly Director. 
Ecole des Hautes Etudes Commerciales, Montreal: 
Prof. Paul LeBel, Ecole Supérieure du Commerce, 
Quebec; J. C. Lessard, Economics Branch, Cana- 
dian National Railways, Montreal; Prof. W. A. 
Mackintosh, Head of Dept. of Political and 
Economic Science, Queen’s University; Prof. Esdras 
Minville, Director, Ecole des Hautes Etudes Com- 
merciales, Montreal; Prof. D. C. MacGregor, Dept. 
of Political Science, University of Toronto; Prof. 
Robert McQueen, Head of Dept. of Political 
Economy, University of Manitoba; Prof. J. L. 
McDougall, Dept. of Political and Economic 
Science, Queen’s University; Stanley Nixon, 
specialist in public finance, Montreal; J. B. 
Rutherford, Dominion Bureau of Statistics; S. A. 
Saunders, Ph.D., author of several studies on the 
economic problems of the Maritime Provinces; 
J. C. Thompson, formerly Provincial Auditor of 
Alberta; Prof. Francois Vézina, Ecole des Hautes 
Etudes Commerciales, Montreal; Prof. W. J. 
Waines, Dept. of Political Economy, University of 
Manitoba; J. A. Walker, economist, Toronto; 
W. H. Wynne, Ph.D., formerly engaged by the 
Citizens’ Research Institute in a special inquiry 
on taxation. 

Research in constitutional and historical matters 
included studies in the legal interpretation of 
the British North America Act, certain aspects 
of other federal systems, the historical background 
of Confederation, the growth of governmental func- 
tions since federation, etc. The following partici- 
pated in research in constitutional and legal 
matters :— 


W. A. I. Anglin, K.C., Saint John, N.B.; Prof. 
D. G. Creighton, Dept. of History, University of 
Toronto; Prof. J. A. Corry, Dept. of Political and 
Economic Science, Queen’s University; Harold E. 
Crowle, LL.B., Calgary, Alta.; Brooke Claxton, 
Montreal; L. M. Gouin, K.C., Montreal; Miss 
Kathleen Kearns, Ottawa; Prof. W. P. M. Kennedy, 


Head of Dept. of Law, University of Toronto; and 
Vincent C. MacDonald, Dean of Law, Dalhousie 
University. 

The Commission was fortunate in securing Mr. 
J. C. Thompson, F.C.A., formerly Provincial 
Auditor of Alberta, as Director of the Public 
Accounts Inquiry. Under Mr. Thompson’s direc- 
tion a financial questionnaire was prepared and 
sent to the treasury department of the Dominion 
and of each province. In general the Commission 
received whole-hearted co-operation from these 
departments, and comprehensive reports on a 
comparable basis of public finance for each prov- 
ince and the Dominion over the past twenty-five 
years were compiled. The Commission wishes to 
emphasize that this is the first occasion on which 
the statistics of public finance of all the provinces 
and the Dominion have been compiled on a 
comparative basis. These statements accompany 
the Report as Appendix 1. 

Certain research studies which the Commission 
considered to be of permanent value and general 
interest have been printed as appendices to the 
Report. Other studies which were of less general 
interest have been published in mimeographed 
form. A number of special studies, many of them 
dealing with constitutional and legal matters, were 
prepared for the assistance of the Commissioners 
and not for publication. Copies of these will, 
however, be filed with the records of the Commis- 
sion. It must, however, be understood that for 
facts or opinions stated in these reports, whether 
these reports are published or unpublished, the 
authors and not the Commission, assume full 
responsibility. A list of the printed and mimeo- 
graphed studies appended to our Report is set out 
at the end of Book I. 


Retirement of Mr. Justice Rinfret-—Unfor- 
tunately, before the first public session of the 
Commission, the Hon. Mr. Justice Rinfret was 
compelled to resign from the Commission on 
account of illness. The Commission desires to 
express its great sense of obligation to Mr. Justice 
Rinfret for his valuable advice and assistance in 
organizing the work of the Commission and in 
aiding in the selection of members of the research 
staff. His retirement from the Commission was a 
source of deep regret to his fellow Commissioners. 
Mr. Justice Rinfret’s place on the Commission was 
taken by Dr. Jos. Sirois of the City of Quebec, 
Notary and Professor of Constitutional Law in 
Laval University, Quebec. 
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Public Hearings—With regard to the public 
hearings, it was decided at the organization meet- 
ings of the Commission that public hearings should 
be held at Ottawa and at the provincial capital in 
each province unless some other city were desig- 
nated by the province concerned. Public repre- 
sentations were to be limited to Provincial and 
Dominion Governments and to recognized public 
organizations, but the Commission reserved discre- 
tion to call any individual witness, if it saw fit. If 
municipalities desired to present submissions to the 
Commission it was stipulated that they should 
make arrangements through their provincial gov- 
ernments which would decide whether the muni- 
cipal representations should be made by the 
government of the province or by the municipalities 
themselves. Conditions were laid down as to the 
form in which briefs were to be prepared and as 
to the time within which they should be filed. A 
general announcement in the press concerning the 
procedure at public hearings was made. 

It was decided that before holding any public 
hearings the Chairman (Chief Justice Rowell), 
accompanied by the resident Commissioner wher- 
ever possible, and by the Secretary, should visit 
each provincial Premier and explain the general 
program and methods of procedure planned by 
the Commission. These visits were made in 
September and October, 1937, and all provincial 
Premiers without exception agreed to give to the 
Commission their full co-operation. 

Public hearings were opened at Winnipeg on 
the 29th November, 1937. Between this date and 
the 1st December, 1938, hearings were held at all 
provincial capitals and at Ottawa, as follows:— 


Place of Hearing Dates No. of 

Days 
Winnipeg ye Hols Nov. 29, 1937— Dec. 8 9 
Regia. fee wt eee. jt — Dec. 17 8 
Ottawa) oer cen: Jan. 17,1988— Jan. 31 10 
Halifax Ssh. nun Feb. 3 —Feb. 8 4 
Charlottetown....| Feb. 10 — Feb. 12 3 
OLtawaeneeae de Feb. 15 — Feb. 16 2 
Wietoniaiiie iis Mar. 16 — Mar, 25 8 
Edmonton........ Mar. 28 —Apr. 2 6 
Ottaware wee. impr. 21 1 
Toronto yh! Apr. 25 —May 9 1 
Quebee: dy. dunes May 12 — May 16 4 
Fredericton....... May 18 — May 23 5 
COUR WAY 8 sic trai eis May 25 —June 2 7 
CORLAWAT Teco et. Aug. 8 1 
Oitawa sain sana. \t Nov. 24 —Dec. 1 6 
85 


Potalacnisu wee Moe dee 


* Bvidence Dr. I. Jennings. 
** Wyvidence Prof. L. F. Giblin. 
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In the course of its public hearings the Com- 
mission recorded over ten thousand mimeographed 
pages of evidence, and 427 exhibits were filed. 
The Commission arranged for duplication and 
distribution of the evidence by its own staff in 
co-operation with the reporting staff, and by this 
means made its evidence available to the public 
at a lower cost than has hitherto prevailed, and 
succeeded (after supplying all the governments 
concerned with copies free of charge) in covering 
the total cost of reporting. 

In addition to the briefs prepared by provincial 
governments, evidence of many departmental 
officials was taken for the purpose of investigating 
the alleged existence of overlapping and duplication 
between the services of the Dominion and 
provincial governments. One hundred and fifty- 
four briefs were received from municipal bodies 
and from public organizations. A list of exhibits 
indicating all governments and organizations which 
appeared before us is printed elsewhere.1 ‘The 
Commission also called a number of witnesses to 
deal with special phases of the inquiry. These 
witnesses include Dr. Heinrich Briining, formerly 
Chancellor of Germany; Dr. Ivor Jennings, Reader 
in Law in the University of London, England; 
Dr. Gunnar Myrdall, Professor of Political Economy, 
Stockholm University, Sweden, and member of the 
Senate of Sweden; Graham Towers, Esq., Governor 
of the Bank of Canada; Dr. Roswell Magill, Under- 
Secretary of the United States Treasury; D. W. 
Bell, Esq., Acting Director, Bureau of the Budget, 
United States Government; Prof. L. F. Giblin, 
Professor of Economics, University of Melbourne, 
formerly of the Australian Grants Commission; and 
Bryce M. Stewart, Esq., Director of Research, 
Industrial Relations Counselors, Inc., New York 
City. Some of these witnesses were heard privately 
for the purpose of presenting confidential infor- 
mation. The Commission also consulted privately 
a number of other private individuals and officials. 

Although in the preliminary visit made by the 
Chairman and the Secretary in September and 
October, 1937, the Premiers of all provinces 
expressed their willingness to co-operate in the 
work of the Commission, it was found that full 
participation by all provincial governments was 
not forthcoming. The Government of Alberta 
subsequently declined to appear before the Com- 
mission or to participate in its activities. The 
position of the Government was set forth in a 
letter from Premier Aberhart to the Chairman in 
reply to a request for the Government’s views on 
yarious questions:— 


!See Book ITI. 


OFFICE OF THE PREMIER 


ALBERTA 
Epmonton, March 30, 1938. 
Dear Sir, 

Owing to the fact that the legislature has decided 
against presenting a brief to the Commission on the 
grounds already outlined to the Federal Government, 
we would respectfully suggest to you that it would be 
inconsistent and contrary to the decree of the legis- 
lature to answer the questions you have directed to us. 

It is our intention to present a comprehensive brief 
directly to the Federal Government, a copy of which 
will be sent to each of the provinces. 


Yours truly, 


(Sgd.) WiniiAM ABERHART, 


Premier. 
Hon. Newton W. Rowetu, Chairman, 
Royal Commission on Dominion-Provincial Relations, 
Edmonton, Alberta. 


The Commission also inquired if the Government 
had any objection to its summoning various 
officials to appear before it to give evidence on the 
matter of overlapping, but the Premier objected in 
view of the resolutions of the Legislature.2 At the 
hearings in Edmonton the Edmonton Chamber of 
Commerce, however, presented a comprehensive 
survey of the position of the Province within 
federation, and thereby a serious gap in informa- 
tion was avoided. 


The Province of Quebec was represented at the 
opening session of the hearings in Quebec City by 
counsel who welcomed the Commission and 
presented a memorandum setting forth its reasons 
for not participating. The memorandum declared 
in part:— 

“,. nous devons déclarer que le gouvernement de la 
province de Québec ne comparait devant cette Com- 
mission, ni en qualité de demandeur, ni en qualité de 
défendeur; et qu’il n’entend étre lié en aucune facon 
par Jes conclusions de votre rapport. 

Si le gouvernement de Québec a cru devoir se faire 
représenter & cette s¢éance initiale, c’est qu’il n’a pas 
voulu manquer de courtoisie envers la Commission; 
c'est aussi parce que son silence aurait pu étre con- 
sidéré comme un acquiescement au principe qu’a posé 
le gouvernement féderal, en confiant 4 une Commis- 
sion nommée par lui seul la mission de faire enquéte 
en vue d’amender l’acte fédératif de 1867.”3 


2 Ev. pp. 6625-26. 

8 Ev. pp. 8130-31. Provincial translation—“ . . . we beg to 
state that we are not appearing before your Commission either as 
an applicant, nor as a defendant, and that we shall not feel bound, 
in any way whatsoever, by the opinions contained in your report. 

The Government of this Province is appearing before you 
because, in the first place, it did not wish to be lacking in courtesy 
towards this Commission, and also because its silence might have 
been construed as an acquiescence in the principle laid down by 
the Federal Government, in appointing, of its own accord and 
without consulting the Provinces, a Commission whose report might 
form the basis of possible amendments to the Constitution. ..” 


The Government of Ontario co-operated fully in 
supplying the Commission with statistical informa- 
tion, and in public hearings at Toronto, with the 
exception of answering a number of questions 
addressed to the Government by the Commission, 
but later declined to co-operate further, alleging 
that there had been a breach of faith on the part 
of the Dominion Government which had changed 
the gift tax section of the Income War Tax Act 
prior to the Report of this Commission.4 


Retirement of the Chairman, Chief Justice 
Rowell.—To the great regret of his fellow Commis- 
sioners, the Chairman of the Commission, Chief 
Justice Rowell, became seriously ill in the early 
part of May, 1938, and was unable to attend the 
public hearings in Quebec and Fredericton. For a 
time it was hoped that the Chief Justice would 
recover sufficiently from his illness to permit him 
to resume his work with the Commission. When 
it was found that this was impossible the Chief 
Justice’s resignation as Chairman was tendered to 
the Dominion Government. After a lapse of several 
months the Dominion Government felt compelled 
to accept Chief Justice Rowell’s resignation and 
Dr. Jos. Sirois was appointed Chairman, but no 
new member was added to the Commission. 

The illness and retirement of the Chief Justice 
was to each of us a great personal loss, and we 
bear tribute here to his fineness of mind and 
character, his courtesy, patience, and consideration, 
which made working with him a pleasure and a 
privilege. As Chairman he guided the planning of 
the research program and arrangements for final 
hearings, and he took an active part in the super- 
vision of the research program up to the time of 
his illness. He presided at the public hearings in 
seven of the nine provinces. His great knowledge 
of Canadian affairs and of constitutional law, his 
long experience in public life and private business, 
his courtesy, tact and precision of mind, were of 
inestimable value both in the conduct of the public 
hearings and in the private deliberations of the 
Commission. We deeply regret that it was impos- 
sible for Chief Justice Rowell to participate in the 
preparation of our Report, and he is not in any 
way responsible for the conclusions which we have 
reached. 


Final Hearings.—During our hearings in provin- 
cial capitals it had been indicated to the provinces 
that an opportunity would be given to them to 
make supplementary representations replying to 

“Letter, dated July 13, 1938, from Hon. M. F. Hepburn, 
Premier of Ontario, to the Secretary, enclosing correspondence 


between Mr. Hepburn and the Prime Minister of Canada. 
8335—2 
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the contentions of other provinces and of reviewing 
the research studies. Arrangements were made for. 
final hearings in Ottawa after the provinces had 
time to consider each other’s evidence and the 
research material prepared for the Commission. 
With regard to the research studies the Commis- 
sion wished to give the provinces and the Dominion 
full opportunity to examine and criticize them 
before they were put in final form or used for 
purposes of the Report. Accordingly, draft copies 
of the research material as completed were sent to 
the Dominion and all provincial governments which 
signified their desire for them (among them 
Alberta). Final hearings were held in Ottawa from 
November 24th to December Ist, 1938. The 
Governments of British Columbia, Manitoba, New 
Brunswick and Prince Edward Island were repre- 
sented, and various supplementary representa- 
tions were made on their behalf. (The representa- 
tions of Manitoba were supported by Saskatchewan, 
while Nova Scotia made certain comments to the 
Commission in writing.) In addition, some of the 
research material was discussed at length. Com- 
ments on the research material, whether during 
these hearings or by correspondence later, were 
given careful consideration. 

The fact that the Dominion Government and 
several provincial governments did not appear at 
our final hearings somewhat altered the character 
of our inquiry. Our task was, however, to some 
extent simplified though not abbreviated. We 
were obliged to continue with our inquiry without 
having to consider how far our proposals would be 
acceptable to any of the ten governments. 


Form of the Report——The form of the Report 
was naturally of much concern to the Commission, 
but after due consideration it has arranged its 
Report to correspond roughly to the nature of its 
task. As already pointed out, the Commission was 
both a fact-finding body, and a body to make 
recommendations. For convenience it has accord- 
ingly kept its recommendations separate in the 
main from the detailed data on which they are 
based. Book I of the Report represents a “pooling” 
of the research work of the Commission’s expert 
staff into the economic and social developments of 
the past seventy years and their bearing on the 
working of the federal system. Book II consists 
of recommendations based upon the evidence sub- 
mitted in public hearings and the facts disclosed 
in Books I and III and in special research studies. 
Book III consists largely of relevant statistical data 
including summary statements of the Commission’s 
exhaustive inquiry into Dominion and provincial 
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public accounts, summary statements of municipal 
finances, and statistical statements illustrating in 
detail the Commissions’s financial proposals con- 
tained in Book II. It should be fully understood, 
however, that all three Books are part of a single 
report which has been bound in separate volumes 
merely for convenience. In addition to the Report 
proper, for which the Commission must take full 
responsibility, it may be noted again that the 
Commission has published in addition a number 
of its special research studies which it believes to 
be of general interest and relevant to the Report. 
For these research studies the Commission, of 
course, does not assume responsibility. 


* # * & 


Although the Commission did not have the 
benefit of any representations from the Dominion 
Government it received full co-operation and 
assistance from every official of the Dominion 
services from whom it requested information. At 
the request of the Commission a number of deputy 
ministers, assisted by members of their staffs, 
appeared at public hearings in Ottawa and gave 
valuable information concerning the work of their 
departments. In addition, much information, 
statistical and otherwise, was prepared for us by 
these and other officials in answer to private 
inquiries. To all these officials we express our 
appreciation for their patience and co-operation, and 
it will not be inappropriate to mention the following 
who gave us special assistance: Dr. R. H. Coats, 
Dominion Statistician; Mr. C. Fraser Elliott, K.C., 
Commissioner of Income Tax; Mr. H. Marshall, 
Dominion Bureau of Statistics; Miss Margaret 
Mackintosh, Department of Labour; Dr. A. K. 
Eaton, Department of Finance; Mr. V. C. Phelan, 
Department of Labour; Mr. J. R. Beattie and Mr. 
J. E. Coyne of the Research Department of the 
Bank of Canada. 


Particular mention must be made of the able 
and willing co-operation which the Commission 
received from the staffs of the Bureau of Trans- 
lation and the King’s Printer, who were required 
to work under great pressure and for long periods 
of overtime in the final stages of the preparation 
of the Report. 


We desire to express our appreciation as a 
Commission and as individuals for the courtesy 
and hospitality which we have received in all parts 


of Canada. We thank especially those organiza- 
tions which submitted briefs, and those officials and 
individuals who gave generously of their time and 
ability to provide information which the Commis- 
sion required from them. The arrangements made 
by all provinces for the conduct of the hearings 
left nothing to be desired, and the general spirit 
of co-operation shown by provincial governments, 
municipalities and organizations which appeared 
before us was of great help to us in our difficult 
task. 

The Commission also wishes to record its 
appreciation of the services and the fine spirit 
of co-operation of its secretariat, its research, 
reporting and clerical staffs. In particular it would 
mention the work of Mr. Skelton, who carried the 
dual load of administration and direction of 
research; of its other secretaries, Mr. Savard, Mr. 
Eggleston and Mr. Fowler; of Mr. J. C. Thompson 
who directed the Public Accounts Inquiry and Mr. 
J. A. Brennan, C.A., his principal assistant; of 
Miss Rowland and Mr. Deutsch who acted as Mr. 
Skelton’s principal assistants in administration 
and the direction of research respectively; and of 
Professor Corry and Professor Creighton who 
assisted in co-ordinating research material. The 
research program of the Commission was the most 
comprehensive ever undertaken in Canada in a 
public inquiry. The Commission hereby records 
its appreciation of the excellent work done by its 
research staff, many of whom served at personal 
inconvenience and sacrifice. To its official reporters, 
Messrs. Oliver and Hubbard, the Commission’s 
thanks are due both for the consistently high 
quality of their work and for their co-operation in 
making possible the very economical reporting. To 
the clerical staff, who were prepared to work at all 
hours and often under material conditions far from 
ideal, the Commission is deeply grateful. In this 
connection it wishes to mention the work of Mr. 
W. J. McHugh who was in charge of the enormous 
task of mimeographing the evidence and the 
studies; and Miss Mary White and Miss Rachel 
Fortin who acted as personal secretaries to the 
Commissioners. 

Finally, we thank the press of Canada for their 
full and careful reporting of our proceedings; and 
for the informed, constructive comment and criti- 
cisms which they offered as the work of the Com- 
mission proceeded. 


CHAPTER | 


CONFEDERATION 


1. THe Forces LEADING TO CONFEDERATION 


Canadian Confederation was a great political 
achievement. It was made possible by a remark- 
able conjuncture of events which brought each of 
the separate colonies to a crisis in its affairs at the 
same time and pointed to political union as a 
common solution of their difficulties. Great Britain, 
for the time being disillusioned with empire, had 
reversed the military and commercial policies which 
had sheltered and nourished the colonies in the 
past. The loss of the imperial preferences had 
compelled all the colonies to face drastic readjust- 
ments. In the Province of Canada, this disaster 
coincided with the final failure of the costly St. 
Lawrence transportation system designed to tap the 
trade of the Middle West. The public finances of 
the Province were seriously involved in the failure 
of this ambitious venture at the very moment when 
the strife between Upper and Lower Canada had 
led to a political impasse. In the Maritimes, the 
nicely balanced economy based on the sea was 
threatened by the new agents of steel and steam; 
an onerous public debt had been incurred for rail- 
ways and the loss of the imperial preferences was 
a heavy blow. These circumstances provided 
tribulations enough for colonial statesmen; in addi- 
tion there was the hostile attitude and aggressive 
expansion of the United States. 

_ The ,territorial aggrandizement of the United 
States impelled a defensive political union of the 
British colonies in North America. The loss of 
imperial preferences and probable withdrawal of 
trading privileges by the United States gave point 
to arguments for economic union. The railways, 
lately come to North America, provided for the first 
time a means of uniting vast continental areas under 
a single government. In a larger union, there might 


_ be not only an escape from present and impending 


misfortunes but also a brighter future. Out of the 
failures of the past, the perils of the present and 
the hopes for the future, there emerged a new 
purpose and design for British North America. It 
not only required that there should be union but 
also decided largely the form it should take. The 
purpose, the original structure and much of the 
subsequent history of the Canadian federation find 
their explanation in the very factors which brought 
union about. 
8335—24 
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The American Revolution left half the continent 
with two tiny pockets of settlement under the 
British flag. These two pockets had developed into 
four self-governing colonies, and struggling settle- 
ments had gained footholds in the western wilder- 
ness and on the Pacific Coast. The older colonies 
had matured greatly, both politically and economi- 
cally, but, being essentially dependent on water 
transportation, they had remained isolated from 
one another. As British dependencies, their 
economic development had been shaped by the 
imperial commercial system. They thought in 
terms of external rather than British North 
American trade. 


The Maritimes looked to the sea. They con- 
centrated on their timber and fish, their ship- 
building and their carrying trade. Their own 
hinterland and the vast continent kehind them 
were little in their thoughts. The Canadas had 
developed a thriving export trade in timber and 
wheat. The most active spirits, however, took 
these outlets for granted and faced inward on the 
continent. For them, the St. Lawrence water 
system was not so much a political boundary as 
a great highway leading into the heart of the 
continent. From the beginning, the Canadians had 
dreamed of a future when a trade of continental 
proportions would pour along their highway. The 
other British colonies had little place in their plans 
for the St. Lawrence as one of the great trade routes 
of the world. And the concerns of the Red River 
and Pacific Coast settlements were entirely foreign 
to those of Canada and the Maritimes. The 
separate pre-occupations of the colonies had led 
them in opposite directions emphasizing, in social 
terms, their physical isolation from one another. 

Thus, in spite of their growth, the British 
colonies in North America had remained small and 
isolated pockets of settlement. They had grown 
up in reliance upon the mercantile privileges 
supplied by the British navigation laws and trade 
preferences. This was their world and they would 
be compelled to find an entirely new scheme of 
existence if it disappeared. And disappear it did 
in the two decades before Confederation. By 
adopting free trade at home, Great Britain swept 
away the privileges on which the provinces had 
relied. With the grant of responsible government, 
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imperial control over colonial fiscal policy was 
relinquished. The imperial authorities insisted that 
responsible government carried with it the respon- 
sibility for defence and the colonies were notified 
that the garrisons would be withdrawn. The 
threatened recall of the legions marked the end of 
the sheltered world the colonies had known. 
Accustomed to shelter, the first reaction of the 
Province of Canada was to seek a new privileged 
relationship with the United States. This move- 
ment which resulted in the Elgin-Marcy Reci- 
procity Treaty of 1854 met with some short-lived 
success but the permanence of any such solution 
soon became open to the greatest doubt. Unfor- 
tunately for the peace of mind of the colonies, the 
change in British imperial policy coincided with 
the rise of continental imperialism in the United 
States.1 During the fifties and sixties, the far 
west was rapidly organized into territories under 
the aegis of the United States. The projection of 
transcontinental railroads by American promoters 
aroused deep alarm in the minds of British North 
American statesmen.2 Aided by new methods 
of settlement? and transport, settlers were swarming 
westward and eddying northward towards the 
domain of the Hudson’s Bay Company.* This 
quick advance across the continent was accom- 
panied by hymns to “manifest destiny” and by 
repeated, though largely irresponsible demands for 
the annexation of the British colonies to the north. 
Even if Canada and the Maritimes were not 
seriously threatened, it became increasingly doubtful 
whether the United States could be prevented 
from swallowing the rest of the continent, including 
the territories of the Hudson’s Bay Company and 
the feeble British settlements on the Pacific Coast. 
The American Civil War with its border inci- 
dents and its Anglo-American disputes intensified 
the alarm, and anger at Great Britain ensured that 
the United States would abrogate the Reciprocity 
Treaty at the earliest opportunity. The “Alabama 
claims’ were translated into a demand for terri- 
torial compensation. Various threatening gestures 
were made by the American Union which emerged 
from civil war as one of the great military powers 
in the world. In the early sixties, the era of 
peaceful political relations and advantageous 
commercial arrangements with the United States 


1Texas was annexed in 1845, Oregon in 1846, and Alaska 
purchased in 1867. 

2The Union Pacific was chartered in 1862 and the Northern 
Pacific in 1864, the latter being frankly planned as an interna- 
tional transcontinental road. 

8In 1862, the Free Homestead Act opened the American West 
on most advantageous terms to incoming settlers. 


Minnesota, which lay he south of ti tiny Red River settle- 
ment, was admitted to the Union in 1858 


appeared to be definitely over. The _ political 
independence of the colonies was insecure and their 
material prospects were discouraging in the 
extreme. They had lost their most valuable 
commercial privileges in the retreat of one empire 
and they had no hope of countervailing advantages 
from the threatening advance of another. 

The abrupt reversal of British policy and the 
rapid expansion of the United States were events 
of world-wide significance. Hither of them taken 
singly would have been a heavy blow to the prov- 
inces. Their coincidence intensified this pressure 
and gave it an urgency it might otherwise have 
lacked. Had Britain retained the old commercial 
system, the provinces might have remained uneasily 
passive in the face of American expansion. If their 
southern neighbour had shown herself pacific and 
eager to trade on advantageous terms, they might 
have permitted themselves to be drawn quietly and 
separately into her orbit. As it was, these events 
were loosed upon them in the same period, forcing 
them to contemplate radical measures. They began 
to see solid advantages in a political union which 
had never hitherto been seriously entertained. 
Through a united front, they might hope to resist 
the northward expansion of the United States. By 
organizing trade among themselves, they might + 
compensate for the loss of their valuable commercial ; I 
privileges. 

There were a number of factors in their domestic 
situations which urged drastic action and also 
pointed to the same solution. The long efforts to 
draw the trade of the mid-continent down the St. 
Lawrence had met with final failure. The public 
debts incurred for railways and other improvements 
of the St. Lawrence transportation system had 
almost destroyed the credit of the Province of 
Canada in the London money markets. The possi- 
bilities of further expansion within the Province 
were severely limited and vigorous commercial 
groups in Montreal and Toronto, disappointed over 
the failure to tap the Middle West, were looking 
for new fields for enterprise. In these circumstances, 
attention turned increasingly to the possibilities of 
the North-West. The imperial authorities were 
willing for Canada to take over Rupert’s Land. 
As long as everything depended on water trans- 
portation, it had not been commercially accessible. 
But the coming of the railways seemed, for the 
first time, to open the way for its development. 
South of the boundary, the United States was 
showing how railways could be used to organize 
a continental domain. With the aid of this new 
technique, Canada might duplicate the impressive 
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expansion of the United States. As an escape from 
the disappointments of the past and the hampering 
limitations of the present, the attractions of a 
national transcontinental system became ever more 
compelling. 

The pressure for expansion to the West came 
mainly from Upper Canada, seething with the 
typical urges of frontier America. This fact had a 
disturbing influence on the unstable political union 
of Upper and Lower Canada. In spite of the 
unitary form of the constitution established in 1841, 
the Province of Canada had taken on the main 
features of a federal system. The Act of Union had 
awarded each section an equal number of repre- 
sentatives in the provincial assembly, and the 
practice of dividing ministerial posts and votes of 
public money fairly equally between them main- 
tained an uneasy political balance between French- 
speaking and English-speaking Canadians. The 
instability of this equilibrium became more marked 
as the population of Upper Canada outgrew that of 
Lower Canada and the former demanded increased 
representation which would reflect its decisive 
superiority in numbers. The union thus endangered 
the cultural heritage of Lower Canada. Annexa- 
tion of the Northwest, leading to further British 
settlement, would involve a westward transference 
of the provincial centre of gravity. Lower Canada 
would be doomed to political subordination, and 
the threats to its cultural values were intensified. 

French Canada would not acquiesce in the 
swamping of its own way of life and the collapse 
of the Taché-Macdonald Government in June, 1864, 
after only three months of office, clearly revealed 
the impasse to which Canadian politics had been 
rought. The coalition which succeeded it was 
frankly formed to explore the possibilities of federal 
union, either of the Canadas alone or of British 
North America as a whole. In the Province of 
Canada, internal political deadlock and financial 
stringency intensified the pressure for a sweeping 
adjustment. 

At the same time, the vision of transcontinental 
expansion had begun to have some attraction for 
the Maritimes. They were suffering from the loss 
of their protected markets and the new techniques 
of the industrial revolution were disturbing their 
habitual pursuits. Steam-driven vessels were over- 
hauling the famous clipper ships and cutting 
into the carrying trade of the Maritimes. These 
circumstances led them to consider seriously the 
possibility of closer relations with Canada. Here 
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again it was the railway which brought this possi- 
bility within the realm of the practical. New 
Brunswick and Nova Scotia had strained their 
public finances to build railways which were 
as yet incomplete. But the completion of the 
Intercolonial would, it was thought by many, bring 
the commerce of Canada into the ice-free ports of 
Halifax and Saint John. With a little optimism 
they could see the trade of a transcontinental 
British North America canalized in the same way. 
And for the Maritimes too, the growing belligerence 
of the United States darkened the horizon, and 
intensified the Maritimes’ recognition of their own 
inability to protect the fisheries. 


Thus the pressure for union grew out of the 
circumstances of the colonies. The nature of these 
circumstances, both economic and political, deter- 
mined the character of the union. The political 
conditions are familiar and need no further discus- 
sion. The economic conditions influenced greatly 
much of the framework and detail of the federal 
scheme. To grasp the design of the architects of 
Confederation it is therefore important to look 
more closely at the economic and social conditions 
of the time. 


2. THe Economy at CONFEDERATION 


About three and a half million people lived in 
the British North American colonies at the time — 
of Confederation, three-quarters of them in the 
Province of Canada. Four-fifths of the total 
population was rural. Montreal, much the largest 
city, had about 100,000 population. Most people 
were engaged either in cultivating the soil or 
extracting raw products from the forest and the 
sea. These principal occupations supported a small 
group of manufacturing, handicraft and service 
industries, widely scattered through the settled 
areas. These industries were sheltered from foreign 
competition, partly by natural advantages such as 
local abundance of cheap raw materials and the 
lack of transportation facilities and partly by the 
incidental protection of a revenue tariff. The 
percentage distribution among the various occupa- 
tions is shown in Table 1 on the following page. 


5 Quebec with 60,000 and Toronto with 50,000 were the only 
other towns boasting more than 30,000 population. Barely 12 per 
cent of the total population lived in towns exceeding 5,000. 
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TasLp 1.—OccupaTIONS OF THE PEOPLE, PERCENTAGE 
DISTRIBUTION, 18718 


Brunswick 


New 


Farmers, lumbermen and fish- 


CLMETE eee vee deletion oul 52 51 52 51 
Manufacturing and _ handi- 
CRALES eae tla aaa NUN 14 11 12 10 13 
Construction and _ unskilled 
MA bOUFETS ala Aisne eie’s Stee 18 17 18 15 18 
INTITGT Se cele te Teele eT eS a epee UST ae eReae ET APs searaT uu RTE oat 
Sub-total cu aa ee 83 80 81 79 82 
SELyiCes de ee es ele ciale hs alent 17 20 19 pal 18 
“4 Do) Ft UPd UG Va ast a AER eR 100 100 100 100 100 


BTR aN eee IN BALVACAT SI L¥vd RTUPRMIT TNE URDU EORICE cSt U OR HEED IMUPAUAMR A SUCWacaY ARNEL Suntan, 

* Includes wholesale and retail trade, transportation and communica- 
tion, government and education, finance, the professions and personal 
services. 


The self-sufficiency of separate families and of 
small isolated communities—in short, the rural 
and frontier nature of the economies as a whole 
—is illustrated by the relative unimportance of 
the service occupations. A complex, highly special- 
ized, metropolitan society requires a_ highly 
developed system of services.?7 In the Canada of 


today, about forty per cent of the gainfully occu- ° 


pied are engaged in supplying services rather than 
in producing goods, compared with eighteen per 
cent at the time of Confederation. The extraction 
and crude processing of natural products then 
absorbed the energies of most of the population. 


The Maritimes—dependence on wood, wind and’ 
water techniques 


The economy of the Maritimes was based on the 
forest and the sea. Fishing, lumbering, shipbuilding 
and the carrying trade were the principal occupa- 
tions. Table I indicates that farming, lumbering 
and fishing accounted for over half of those gain- 
fully employed in New Brunswick and Nova Scotia. 
As the numbers who made farming a full-time 
occupation were not large, the overwhelming 
importance of the forest and the sea is clear. The 
Maritimes had grown up as a part of the old 
British commercial system which sought to make 
the Empire a closed trading unit, and they had 
responded to the demands of that policy. Fish had 
long been one of the great staples which the 
colonies were encouraged in various ways to 


6 These percentages are derived from the census of 1871 and 
may be taken as approximately correct for 1867. 

™ That is, occupations which are not concerned with the direct 
production of goods, such as wholesale and retail trade, transporta- 
tion, banking, the professions, ete. 


produce. Indeed, the rise of Nova Scotia was, in a 
measure, due to the protected markets for cod in 
the West Indies which were partly lost by the 
New England fishermen after the Revolution. 
Accustomed to the sea, the Maritime fishermen 
naturally undertook to carry their fish to their 
markets and thus “Bluenose” ships first ventured 
into deep-sea carrying. The markets of the West 
Indies were many, small and scattered which 
prompted the Maritime captains to diversify their 
cargoes to facilitate ready disposal of them. Thus 
the production of lumber, potatoes and miscel- 
laneous small manufactures was stimulated at home 
and these articles were added to the cargoes which 
cleared for the West Indies. 


In the same way, the large-scale exploitation of 
the forest got its first stimulus from the establish- 
ment of colonial timber preferences during the wars 
with Napoleon. A large trade with Great Britaia 
in square timber grew up and reached its peak 
about 1850. As the stand of large trees suitable 
for this trade approached exhaustion, a demand 
arose for lumber, particularly in the United States. 
Saw-mills sprang up at the mouths of the rivers 
in the Maritimes and exports of sawn lumber and 
deals began to replace square timber. In the 


sixties, the Bay of Fundy lumber trade was one of 


the chief world staple trades in terms of volume. 
The carrying of these bulky timber products always 
made large demands on shipping and the Maritimes 
were early drawn into building their own wooden 
ships for the purpose. Most of the rough ships 
used in this trade were sold in the same market as 
the timber and lumber which they carried. 


The shipbuilding and carrying trades sprang 
from the basic Maritime occupations but soon grew / 
beyond them. At the middle of the last century, 
the Maritimes were one of the world’s great 
commercial maritime powers, holding fourth place 
in registered tonnage of shipping. They had begun 
by building ships to carry their own produce and 
this still provided the backbone of the business. In 
addition, however, the vessels of Nova Scotia and 
New Brunswick were engaged in the trade from 
Europe to the United States, to South America, 
the East Indies and Australia. They carried coal 
from England to the East, guano from the Chincha 
Islands to England and France, petroleum from 
the Gulf ports to Europe and South America and 
wool from Australia to Europe. The “Bluenose” 
vessels were to be seen in every great port in the 
world. 

The principal industries of the Maritime colonies 
were thus closely allied and in large measure 


(a 


complementary. It was impossible to think of the 


lumber or fishing industries apart from the ship- ” 


building and carrying trades and, on the other 
hand, anything which threatened the carrying trade 
would compel fundamental and sweeping readjust- 
ments in the other occupations. It was a highly 
unified and integrated economy. In a personal and 
more intimate sense, several of these occupations 
were often unified in a single enterprise carried on 
by one individual or trading group.8 

Thus the Maritimes had mastered the techniques 
of the wood-wind-water era. On the basis of forest 
products and fish, they had made a place for them- 
selves in world industry and trade. All their minor 
and subsidiary occupations were nicely geared to 
support and develop these leading industries. This 
balance in their economy and the perfection of their 
skills signified a confident maturity which enabled 
them to compete on even terms in the deep-sea 
carrying trade. 

Nova Scotia was the most diversified of the 
Maritime Provinces. Its exports were of a greater 
variety and spread over a wider range of markets. 
Nevertheless, in 1866, fish accounted for over 40 
per cent of the value of total exports.9 The trade 
in fish was almost entirely with the West Indies 
and the United States, the former outlet in 1866 
being only slightly more important than the latter. 
The Reciprocity Treaty, which gave free entrance 
to the American market, and the Civil War had 
greatly stimulated the fishing industry in Nova 
Scotia. Between 1860 and 1866, the value of Nova 
Scotia fish exports rose by almost one-half and 
about three-quarters of this increase was absorbed 
by the expanding market in the United States. 

It is difficult to state precisely the relative 
importance of the principal occupations since so 
many worked in several industries at the same 


' time. The schooners employed in fishing in the 


spring participated in the West Indies trade during 
the fall and winter. Most of the fishermen com- 
bined farming and lumbering with their fishing. 
A highly individualistic and resourceful people used 
their farming operations to establish a marked 


8 The following account brings this out clearly. “The lumber 
for these assorted cargoes came from small local mills. Many of 
these mills would be owned and managed et men who had farms in 
the neighbourhood and whose interests also extended to the sea 
and ships. The Bluenose farmer, proclaimed the handiest man in 
the world, was commonly credited with raising the potatoes for his 
cargo, felling and sawing the lumber for it, building his own 
schooner in his spare moments and finally sailing her down to the 
Islands where he turned merchant and disposed of his wares.” 

sate Lower, The North American Assault on the Canadian 

Forest, p. 70. 

® Minerals made up 16 per cent of all exports, forest products 

11 per cent, agricultural products about 20 per cent, and a miscel- 

laneous group of products, including all manufactures, accounted for 
only about 12 per cent. 
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degree of self-sufficiency while they secured supple- 
mentary cash income from fishing and lumbering. 
A great many of them were, at one time or another, 
engaged in the carrying trade. In addition to those 
who made it a part-time employment, the carrying 
trade provided full-time occupation for about 13 
per cent of the gainfully employed in Nova Scotia 
in 1866. 

Nova Scotia built her ships for her own purposes 
rather than for export. In the period between 1863 
and 1866, the annual value of ships built was as 
much as one-third of the total value of all exports. 
The vessels owned by Nova Scotians in 1865 repre- 
sented an investment of about $9 million compared 
with a total capital investment in manufacturing 
of $6 million. The available statistics do not 
suffice to give a distinct and complete picture but 
they do indicate that the life of Nova Scotia was 
dominated by the sea. 


The economy of New Brunswick had a much 
simpler pattern than that of Nova Scotia. It was v 
virtually a vast lumber camp. In 1866, forest 
products (excluding ships) made up nearly 70 per 
cent of the total exports of New Brunswick. 
Apart from subsistence fishing and farming, lum- 
bering with its allied shipbuilding and carrying 
trade made up practically the entire economy. 
Great saw-mills were located chiefly at the mouths 
of the St. John and the Miramichi Rivers giving 
employment to three or four thousand men while 
half as many again were occupied in the logging 
activities which fed the mills. Thousands of 
farmers derived a substantial part of their income 
from logging and from growing hay, oats and 
potatoes for the lumber camps. 


The ships built to carry the lumber to foreign 
markets were the most specialized product of the 
New Brunswick economy. Between 1862 and 1865 
the value of ships built in New Brunswick varied 
from three-quarters to one-half of the value of all 
other exports.19 Shipbuilding thus had a major 
place in the economy. It was the one manufac- 
turing activity (aside from the simple processing. 
of the saw-mill) in which the Province had a 
differential advantage, providing an alternative to 
mere extraction and export of raw materials. Most 
of the towns were greatly dependent on the employ- 
ment it offered. It brought in a relatively large 
amount of income from abroad as about half the 
output of ships was exported. The carrying trade 
was not nearly as important as it was in Nova 


10 They easily exceeded by one-third the value of ships built 
in Nova Scotia during the same period. 
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Scotia,11 yet about seven per cent of the gainfully 
occupied inhabitants of the Province obtained full- 
time employment in it. The lumbering, ship- 
building and shipping industries of both provinces, 
but particularly of New Brunswick, prospered on 
the demands of the American Civil War. With the 
coming of peace, the American markets declined 
sharply. 

Prince Edward Island was neatly integrated in 
this Maritime economy. Its people had retired 
largely from the sea and taken up farming.12 It had 
already become a highly developed and specialized 
agricultural community. In 1867, it had approxi- 
mately the same population, number of farms, 
occupied acreage and grain production as at 
present.48 Its considerable agricultural surpluses 
went mainly to supply the exporting industries of 
the neighbouring colonies. These, however, were 
not adequate to the needs of Nova Scotia and New 
Brunswick which imported large quantities of food- 
stuffs annually from the United States.14 


The Last Phase of the “Golden Age” of the 
Maritimes—the coming of the steamship and 
the railway 


The very substantial prosperity of the three 
Maritime Provinces in the pre-Confederation years 
rested upon their fish and lumber exports, wooden 
shipbuilding and their carrying trade. 
tenance of this “Golden Age”, as it has since come 
to be known, depended on the continued stability 
and prosperity of each one of this set of closely 
allied and related industries. By the middle sixties, 
there were plenty of indications that it rested on a 
precarious base. The best as well as the most 
accessible of the timber resources had been cut off. 
The commercial privileges contained in the colonial 
preferences and the navigation laws were gone. 
The provinces had to face the competition of New 
England in the fish markets of the West Indies, 
and with the abrogation of the Reciprocity Treaty 
in 1866, they were compelled to forgo (temporarily, 
‘as it turned out) their free market for fish in the 
United States. The Civil War had stimulated 
exports and provided new opportunities for the 
earrying trade. It brought a lush, though temporary 

11In the sixties, New Brunswick had only about half the 
registered tonnage of Nova Scotia. 

12 There was some fishing and at times an important ship- 
building industry, but farming was by that time by far the most 
important occupation. 

13Jn the present century there has been a considerable shift 
toward the production of agricultural specialties such as dairy 


products, potatoes, cattle and foxes. 


144 large proportion of these imports from the United States 
ees of wheat and flour, trans-shipped from Upper Canada, via 
ortland. 
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The main- 


had always collapsed. 


prosperity and masked, for the time being, the 
long-term factors which were operating against the 
Maritimes. Once the War was over, the full weight 
of these factors began to be felt and the “Golden 
Age” soon became a memory. 

It was the coming of the steamship which most 
surely foreshadowed the decline of this balanced 
economy of the Maritimes. By 1860, the holds of 
steamers already supplied about ten per cent of 
the ocean tonnage of the world and sailing vessels 
were being forced into longer and less profitable 
hauls. Steamships were regularly making better 
Atlantic passages than the fastest sailing ships. 
The age of steel and steam was ousting the wooden 
sailing ships and undermining the foundations of 
the economy of the Maritime Provinces. 

The implications of steel and steam were as yet 
only vaguely realized. Scaremongers might forecast 
their significance but, as in most human affairs, 
only a demonstration would carry conviction. The 
opportunities arising out of the Civil War had 
carried Maritime prosperity to its highest peak 
and it was not realized that the assurances given 
by this bustling activity were superficial, or even 
false. The Maritime people believed in the sea. 
They were confident of their power to make any 
necessary adjustments and maintain their enviable 
position in the commerce of the world. 

If they were not alert to the threat of the steam- 
ship, they were becoming very much alive to the 
promise of the railways. It was seen that railways 
would improve their communications and open up 
their own hinterland for development. Many were 
confident that railways would open markets for 
coal, fish, and manufactures in the Canadas and 
draw the expanding commerce of the interior to 
their seaports. The coal interests of Cape Breton, 
for example, were strong supporters of the Con- 
federation scheme. For almost the first time, the 
Maritimes began to feel the pull of the continent 
behind them. 

For upwards of twenty years before Confedera- 
tion, they had tried to secure the building of a 
railway to connect Canada with the Maritime 
winter ports. But projects for the Intercolonial 
It was not attractive to 
private capital. The governments in the colonies 
were never able to agree on the terms on which 
it should be built as a joint project. The British 
Government, whose guidance and assistance alone 
could have surmounted these obstacles, wanted a 
military and strategic road, hugging the east shore 
of New Brunswick, while New Brunswick, in 
particular, disdained a railway which failed to 


connect Saint John and Fredericton with the 
Canadas. 

An equally ambitious scheme which failed of 
fruition was the “European & North American 
Railway”, designed to connect Halifax and Saint 
John with Portland, Boston and New York and to 
deliver trans-Atlantic passengers, mail and express 
freight in record time. The hopes of an imperial 
guarantee were disappointed and New Brunswick 
and Nova Scotia could not finance either line them- 
selves. They did, however, build pieces of railways, 
designed to fit into the larger schemes but insuffi- 
cient to give them the external connections they 
desired. Thus by the time of Confederation, the 
two Provinces had built 379 miles of railway which 
improved their internal communications but harmed 
their own coasting trade. The most impressive 
result obtained was the addition of some $104 
million to their public debt. 

On the eve of Confederation, then, the Mari- 
times had a mature and prosperous economy, 
dependent on a wood-wind-water technique fast 
becoming obsolete. They were beginning to feel 
the pressures of the revolution in transportation. 
Their tentative efforts to apply the new technique 
of steel and steam and to integrate their economies 
with those of the United States and the St. 
Lawrence Valley had been unsuccessful, and they 
were debating the question whether the promise of 
an intercolonial railway was worth the obligations 
and the risks of political union with Canada. ¥ 


The Canadas—their concern with transportation 
—common and conflicting interests 


Upper and Lower Canada, although divided by 
cultural and sectional cleavages, had never been 
intended by nature to form separate economic 
systems. The St. Lawrence, with its access to the 
sea and its ingress to the continent, was bound to 
unify its drainage basin economically. There are, 
therefore, better reasons than the political union 
of 1841 for discussing the pre-Confederation Canada 
as an economic entity. 

The St. Lawrence basin contained a considerable 
area of fertile land lying south of the Laurentian 
plateau. This available land had been largely 
filled with settlers in the years before Confedera- 
tion. Along with this rapid agricultural develop- 
ment had come a flourishing pioneer industry, 
laying the foundations for a diversified economy of 
modest yet substantial proportions. Under the 
conditions of the time, it was naturally becoming 
a community of settlements, devoted to internal 
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trade and commercial intercourse with the United 
States. 

At the same time, there was an aggressive 
and ambitious commercial group in Montreal, 
supported in the later part of the period by the 
growing commercial interest in Upper Canada, 
which thought of the St. Lawrence as primarily a 
trade route and which had vigorously endeavoured 
to have the whole political and economic structure 
accommodated to that conception. From the days 
of the fur trade, the commercial group in Canada 
had seen the St. Lawrence as an integral part of 
the old British commercial system and had striven 
to make the trade of a continent flow through their 


hands instead of through New York. Successive,- 


colonial governments had been inspired by this 
dream with the result that government policy and 
public finance had been harnessed to the grandiose 
conception of the St. Lawrence as a trade route. 
In ambitious but always futile efforts to realize this 
great plan, the Province had accumulated a set of 
public works and a crushing public debt, both too 
massive for an economy limited by its own 
boundaries. 

New York had challenged the St. Lawrence trade 
route, first by the Erie Canal and then by the 
railways. Canada had countered, first, by the canal 
system of the St. Lawrence, built as a government 
project, and second, by the Grand Trunk Railway, 
undertaken by private capital but relying heavily 
on government loans. Both Canadian ventures 
failed to attract the trade of the American Middle 
West. In 1862, soon after the completion of the 
road, the Grand Trunk Railway Company was in 
serious financial difficulty. 

The Government of Canada had gambled heavily 
in railway development through the fifties and early 
sixties. By 1866, it had loaned $33 million to 
railway companies while municipalities had con- 
tributed $7 million. Virtually the whole of the $40 
million, which made up forty per cent of the total 
provincial and municipal debt, was uncollectible. 
If canals are included, the government investments 
in transportation amounted to almost sixty per cent 
of the provincial and municipal debt. Altogether, 
about one-third of the current expenditures of the 
Province and the municipalities were incurred on 
transportation. The attempt at commercial inte- 
gration with the interior of the continent had 
irretrievably failed and left behind it a burden of 
debt which weighed oppressively on the economy. 
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The railway development of the preceding decade 
had opened up the country for settlement and for 
exploitation of its great timber resources remote 
from the river valleys. The flow of immigrants 
had filled up the most promising parts of the 
Province and almost all the good agricultural land 
had been occupied. By 1866, forty-one out of the 
fifty-one million acres surveyed had been disposed 
of. The pioneer type of community must expand 
outwards and the substantial limits of that type 
of expansion in the Province had been reached. 

Despite the concentration of public expenditures 
on the development of the trade route, agriculture 
had become the most important source of liveli- 
hood in Ontario and Quebec and it had displaced 
the forest as the chief source of exports. The 
latter, however, retained much of its old import- 
ance. Lumber had succeeded fur as the great staple 
emerging from the St. Lawrence. The industry 
prospered, first, on the British colonial preference 
and then on the expanding markets of the United 
States. Farming communities grew up around 
and depended on it. The coming of the railways 
increased the available supplies and general expan- 
sion and the American Civil War stimulated 
demand. The building of wooden ships flourished 
at and near Quebec and the lumber trade made 
this city one of the great shipping centres of the 
world at the time.15 

Over half of those gainfully occupied in the 
Province of Canada were employed in farming and ‘ 
lumbering. In the period, 1860-65, agricultural 
and forest products provided over four-fifths of 
the exports. The combined stimulus of the 
Reciprocity Treaty and the Civil War had greatly 
increased the exports of both groups of commodities 
to the United States.16 The abrogation of the 
Treaty threatened very serious consequences, 
particularly for agriculture the exports of which 
were almost double those of the forest industry 
during the period 1860-65. 


The Rise of Manufacturing in the Canadas 


The manufacturing industry had grown rapidly 
and was becoming diversified after 1850. The 
new industrial methods spreading out from 
England were attracted by local supplies of raw 
materials and the natural shelter arising from lack 
of transportation facilities. The revenue tariff 
afforded some incidental protection. Under such 


15 Almost half the population of the City of Quebec was directly 
supported by the shipbuilding industry alone. 

16 Total exports to the United States, which had averaged 
scarcely $9 million for the period 1852-54, had grown to an average 
of about $19 million for the period 1860-65. 
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circumstances, local production of some articles 
was more economical. Accordingly, most of the 
manufacturing industry was scattered in small 
units through the towns and villages of the agri- 
cultural settlements. Generally, it was of a kind 
which required little capital and little highly 
specialized skill. As the railways spread, there was 
a tendency toward increase in size of unit and 
concentration in strategic centres. There had long 
been a large flour-milling industry in Montreal, 
catering to the export trade, and _ industries 
began to concentrate in Hamilton and Toronto. 
In general, however, manufacturing enterprise 
remained small, simple and decentralized. Almost 
every town produced agricultural implements and 
the other tools used by a pioneer community. 
Machinery and tools requiring a high degree of 
skill for their production were almost entirely 
imported. Woollen mills, boot and shoe factories, 
furniture factories, breweries and distilleries thrived 
on local raw materials and the incidental protection 
of a revenue tariff. But in such commodities as 
cotton and linen textiles, dependent on foreign raw 
materials, no progress was made toward local 
production. 


In spite of the rapid development, the total 
industrial factory production was small. This was 
by no means entirely due to the economic 
advantage of buying cheap foreign manufactures 
with exports of raw materials. To a degree which 
we now find hard to realize, individual households 
were self-sufficient. There was also a large group 
of craftsmen who lived largely by barter. The 
blacksmith, carpenter, shoemaker, tailor and dress- 
maker produced a variety of the basic necessaries, 
often in return for produce or a share of the raw 
materials used. In the census of 1871, this group 
of craftsmen reported an output equal to one-fifth 
of the total of all manufacturing establishments, 
excluding saw mills and flour mills. 


Cheap and improved transportation had already 
begun to draw industry from the farm and the 
village to the city. But the huge concentration of 
industry into large units in the relatively few great 
industrial centres of today had to await further 
developments in transportation, the improvement 
of old and the invention of new techniques, the 
extension of markets and the perfection of the joint 
stock company as an instrument for collecting large 
pools of capital. At the time of Confederation, 
small enterprise still ruled the field. In 1870, the 
average capital invested per establishment was 
$1,900 compared with $217,000 for 1930. In 1870, 
the three leading urban centres contributed about 


one-quarter of the total net value of manufactures 
while today they contribute nearly one-half. In 
1867, there were not more than 50,000 labourers 
employed in all the cities of the four provinces. 


Self-Sufficiency—the importance of the family as , 


an economic and social unit 


Seventy or eighty years ago, material income 
was, for most, limited to the basic requirements 
of food, clothing and shelter. These were chiefly 
the product of local industries, geared to local 
consumption, and in which individual enterprise 
was predominant. To a great extent, they were 
secured without passing through the money 
exchange system at all. Thus the sharp and 
frequent trade fluctuations of the period did not 
cause profound dislocations. The simplicity and 
decentralization of factory industry and the ease 
with which the worker could retreat to the self- 
sufficient farm gave to the economy a capacity for 
adjustment which it has largely lost in later years 
with the shift to large-scale organization and urban 
concentration. 

In Lower Canada, agriculture was on a more 
nearly self-sufficient basis than in any of the other 
provinces. Very little was produced for sale and 
the farmer was absorbed in the manifold activities 
necessary to make the family a self-sufficient 
economic unit. In Upper Canada, on the other 
hand, newer soil and larger holdings yielded con- 
siderable surpluses for sale. The surpluses in the 
early days were mainly wheat; and relentless 
cropping provided large exports in the days of the 
colonial wheat preference, and later during the 
Crimean War. In the sixties, decline in fertility 
of the soil, the Reciprocity Treaty and the American 
Civil War resulted in a greater diversity of products. 
By 1866, exports such as barley, rye and cattle 
had become important. Exports of cheese were 
still small and the sale abroad of commodities 
such as tobacco, fruits and vegetables had to await 
improvements in transportation and the develop- 
ment of a more intensive and specialized agri- 
culture. Although agricultural exports increased 
greatly in the decade before Confederation, the 
return from this market provided a relatively small 
part of total farm income, the average income per 
farm from this source being from sixty to seventy- 
five dollars per year. 

The increase in cash income and the high 
prices for many products during the American 
Civil War were coaxing many farmers away from 
self-sufficiency and into specialization. This move- 
ment, however, was just beginning and the farm 
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household in Upper Canada was still a basically 
self-sufficient unit. Food was grown and processed 
at home. The raw products of the farm were 
turned into articles of wear with the assistance of 
the local shoemaker and tailor who would take 
produce in return for their services. Such neces- 
saries as tea, sugar, hardware and certain articles 
of clothing which could not be produced at home 
were generally obtained by barter from the local 
general store. Tallow was turned into candles, 
fatty refuse into soap, and the tools which were 
beyond the ingenuity of the farm workshop could 
generally be contrived by the local blacksmith. 

What was true of the Upper Canada farm was 
even more true of the agricultural communities in 
Lower Canada and the Maritimes17 where such 
things as furniture, carts, and carriages were 
frequently made on the farm. The farm of the 
period was a miniature factory or combination of 
factories. Much of the work of the large indus- 
trial army of today, concentrated in highly 
specialized factories in the cities and towns was, 
in that early period, performed in a multitude of 
rural households. 

However prices might fall and cash income from 
other sources might melt away, the farm household 
always produced enough to prevent abject poverty. 
This fact had its importance for other industries 
as well. The farm was often a base of operations, 
on which individuals could fall back when other 
projects and occupations ended in disaster. In the 
Maritimes, agriculture, fishing and lumbering were 
closely allied. Everywhere the family and its 
relatives were a close economic unit; the various 
members helped one another when new enterprises 
were started or old ones failed. The material basis 
for this mutual welfare association was the family 
farm. 


The Economic Outlook of the British North 
American Colonies—the coincidence of un- 
favourable developments 


The closely inter-related activities of the Mari- 


~ times dependent upon the wood-wind-water tech- 


niques, and the agricultural, forestry and commercial 
economy of the Canadas had achieved a considerable 
prosperity in the decade before Confederation. 


17In 1870, seven and a half million yards of woollen cloth 
were produced on farms in Canada. This was nearly equal to the 
total value of the output of the numerous woollen mills and the 
imports of woollen cloth combined. In a speech at Halifax in 
1865, A. G. Archibald referred with pride to the Maritime agri- 
culturalists, “the great body of settlers in the country whose backs 
are covered with woollens of their own production, whose feet are 
shod with the hides of their own cattle, who sleep between blankets 
of their own wool and their own weaving—on feathers from their 
own farmyards.” Evening Hapress, January 4, 1865. 
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However, in each of the British North American 
colonies the basis of that prosperity threatened to 
disappear as the 1860’s drew to a close. The 
Province of Canada had a transportation system 
which had been conceived for a_ continental 
commerce rather than for its own needs as an 
economic unit. The commercial dream had 
evaporated and left a paralyzing burden of public 
debt. Further industrial expansion depended on 
expanding markets. Unfortunately, the limits of 
great agricultural expansion had been reached. The 
best land was occupied and profitable exploitation 
of the poorer land depended upon buoyant foreign 
markets for agricultural exports. The outlook for 
such export demand was gloomy. Hopes for 
renewal of the British preferences had been extin- 
guished. Most threatening of all was the loss of 
American markets for agricultural products, fore- 
shadowed by abrogation of the Reciprocity Treaty 
and the agricultural expansion of the Middle 
Western States. For five months of the year, 
Canada had no outlet to the sea and there was 
constant fear that the United States would make 
good its threat to withdraw the bonding privileges 
for Canadian trade. The factors which had made 
for expansion in the past had practically played 
themselves out. 

The full significance of this is clearly revealed 
by the movements of population. From 1851-61, 
the British North American colonies are estimated 
to have held the equivalent of their own natural 
increase and a net balance of 175,000 immigrants 
over emigrants. From 1861 to 1871, there was a 
net emigration of over a quarter of a million, 
involving the loss of about one-third of the esti- 
mated natural increase for the period.18 Canada 
was failing to attract immigrants and losing her 
native sons. The prospects indicated decline 
rather than expansion. And on a declining rather 
than an expanding prosperity the burden of the 
large public debt would become intolerable. 


The economic outlook compelled the Province of 
Canada to search for a means of escape from 
hampering burdens and limitations. Judging from 
the spectacular progress of the United States, the 
coming of railways had made practicable the 
hitherto vague project of acquiring Rupert’s Land 
and of linking up with the colony on the Pacific. 
They would also furnish winter access to the sea 
through the Maritimes. By bringing this area, 


18 These figures are for all the provinces. But the Province of 
Canada had three-quarters of the total population and there was 
little movement of population in the Maritimes, particularly in the 
latter decade. The figures, therefore, give a substantially correct 
picture for the Province of Canada. 


stretching from sea to sea, under a single govern- 
ment, vast new possibilities for expansion would 
be opened. The trade of the Orient would be 
tapped and a great internal market, integrating 
the occupations and resources of all the colonies, 
would be established. With some reorganization, 
the transportation system of the Province of 
Canada could be transformed into an important link 
of a national transcontinental system. It would 
cease to be a burden and become a valuable asset 
which Canada could contribute to the joint capital 
needed for the new venture. It is significant that 
the Grand Trunk Railway Company, whose 
fortunes were as much at stake as those of the 
people of Canada, reached the same conclusion. 
The president of the company, Edward Watkin, 
came to Canada in 1862 to investigate its difficul- 
ties. He decided that the only hope of salvage 
was the launching of a larger venture and thence- 
forth he was a powerful and effective advocate of 
union of the British North American colonies. , - 


The opening up of the Northwest had had a 
romantic appeal in the eastern colonies for two 
decades. Its possibilities were imagined to be great, 
but there was little on which to base an estimate 
of its solid possibilities. The Red River Settle- 
ment contained scarcely ten thousand people. Most 
of these were half-breeds. The manner of their 
livelihood had been fixed by the activities of the 
Hudson’s Bay Company and they were indifferent 
to any intensive cultivation of the soil. However, 
the isolation of the Settlement was over. Hundreds 
of carts were employed in overland transport 
between Fort Garry and St. Paul. There were 
steamboats on the Red River and American settlers 
and railways were pushing toward the ill-defined 
lands of the Company. The new methods of trans- 
portation were threatening the Hudson Bay route 
and disposing the governors of the Company to 
consider the future closely. Inside the settlement, 
the settlers were dissatisfied with the Company 
Council’s rule. 

Beyond the mountain barrier, on the Pacific 
Coast, the two colonies of Vancouver Island and 
British Columbia were united in 1866. Union had 
been brought about largely by the staggering public 
debt and repeated budget deficits. These colonies 
had just experienced a mushroom growth, due 
almost entirely to the gold rush which began in 
1855 and which collapsed suddenly about ten years 
later. In the first year of the gold boom, it is 
estimated that some 25,000 people entered the two 
colonies. The feverish search for gold produced a 
rapid but precarious expansion. Trade and con- 
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struction flourished and the subsidiary industries 
of lumbering and agriculture sprang up. The 
Government piled up large debts in promoting 
developments such as the Cariboo road. Then 
suddenly the rich gold diggings petered out and 
population fell sharply. In 1866, the total immi- 
grant population of the new Province of British 
Columbia was little more than ten thousand. The 
credit system built up to serve. the new mining 
enterprises crashed and buoyant optimism was 
replaced by gloom and depression. The public 
debt mounted to more than one hundred dollars 
per white inhabitant and the budget could not 
be balanced. British Columbia, depressed and 
discontented, was concerned to extricate itself from 
isolation and the burden of the public debt. 


Union—a common means of escape and renewed 
expansion 

Thus, for diverse reasons, the economic outlook 
of all the British North American colonies on the 
eve of Confederation had many alarming and 
depressing features. It was a significant coin- 
cidence that all the colonies, travelling their 
separate and well-nigh independent paths, reached 
an economic cross-roads at the same time. yThe 
Canadas, burdened with the failure of their two 
great bids for western expansion, and dispirited 
by the closing of their own frontier, were in need 
of a new outlet and stimulus. The Maritimes, 
tied to a dying industry, were in even greater, if 
less conscious, need. The tiny Red River Settle- 
ment was beginning to find its feet, but was 
toddling into the arms of the United States in the 
process. The Pacific Coast gold rush had fostered 
some basically sound development, but its reces- 
sions had left a small population stranded with a 
large debt. 

Isolated as were the colonies from one another, 
the Maritime colonies and the colony of Canada 
were brought together by certain common char- 


| acteristics in their external relations and the effects 


of technological changes on their economies. All 
had been deeply affected by the radical change in 
imperial commercial policy; all had turned hope- 
fully to the United States and had established 
profitable but precarious relations; all were deeply 
alarmed at the prospect that these might be rudely 
terminated. The impact of the steamship, the 
railway and the industrial revolution had affected 
them all profoundly, if variously. The new means 
of transportation made possible a union of con- 
tinental proportions in which all hoped to find 
escape from existing difficulties and stimulus for 
renewed expansion and prosperity. 


3. THe Nature oF CONFEDERATION 
Principal Objectives 


Confederation was conceived as the solution for 
a number of political and economic difficulties and, 
therefore, had both political and economic aims. 
Politically, it was designed to establish a new 
nation to meet the changed conditions of British 
policy and to brace the scattered provinces against 
possible American aggression. Economically, it 
was intended to foster a national economy which 
would relieve dependence upon a few industries 
and lessen exposure to the effects of the economic 
policies pursued by the United States and Great 
Britain. 

Political union was expected to promote strength 
as against the external‘ world. The triumphant 
Northern States appeared a threat to territorial 
integrity. Other interests needed protection too. 
Nova Scotia felt her deep-sea fishery interests 
threatened, and the special institutions and culture 
of Lower Canada would not long have survived 
absorption of the colonies by the United States. 
Political union was designed to defend navigation 
rights on the St. Lawrence and its canals, and 
fishing rights at sea. A single united authority 
could use both these and access to its extended 
internal market as bargaining counters for advan- 
tages in international trade. A stable political 
authority would restore the public credit, so badly 
damaged by the accumulation of debt and political 
dissension. In the money markets of the world, . 
the credit of the whole would be greater than that 
of the parts and would provide a broader base for 
the government expenditures necessary to attain 
new and difficult economic objectives. 


Federal union was a plan whereby, through 
mutual concession, cultural and local loyalties could 
be preserved and reconciled with the political 
strength and solidarity of the whole. These 
separate loyalties were strong and their existence 
was keenly realized. They existed not only in 
Canada but also in the Maritimes where they had 


- helped to frustrate projects for Maritime legis- 


lative union. Mutual concession required the 
English-speaking elements of Lower Canada to 
relinquish their integral union with the English- 
speaking people of Upper Canada while the French- 
speaking Canadians abandoned their objections to 
a superior political authority in whose councils 
they would be in a minority. In compensation, the 
broad questions of trade and commerce which so 
intimately concerned the English-speaking people 
of Lower Canada were to be given to the federal 
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authority, thus securing the benefits of single 
control in these matters of general interest while 
French-speaking Canada was to be secured in sole 
control of the cherished values it so tenaciously 
held. Equally, this solution offered security for the 
historic traditions firmly rooted in the Maritimes. 

Economically, the first objectives of Confedera- 
' tion were to establish a free-trade area comprising 
_the five old provinces and to develop inter- 
' provincial transportation facilities. ‘The resources 
and industries of the several provinces, it was 
thought, would prove complementary to each 
other, and would increase prosperity and _ self- 
sufficiency. 
colonial Railway was to link the Maritime Prov- 
inces with the St. Lawrence Valley and to give 
Canada winter access to the sea. 

Another great economic objective of Confedera- 
tion, to be realized as soon as circumstances 
permitted, was the opening up of the Northwest 
and the inclusion of the Pacific province. For the 
Province of Canada, in particular, this westward 
expansion was to provide an escape from a 
cul-de-sac and the threatened economic stagnation. 
New frontiers and new resources would provide 
opportunities for settlement and development. It 
was recognized as an immense undertaking for 
which no specific detailed plan could be made under 
the urgencies and limitations of the moment. 

This project had to await the acquisition of the 
lands of the Hudson’s Bay Company. It required 
the building of a transcontinental railway. This, 
in turn, depended upon attracting new capital and 
capital, at that time, had become shy of Canadian 
ventures. Collective effort and resources on a scale 
which only government could secure were necessary 
and, at the same time, conditional on the restora- 
tion of the public credit. 

Although these plans were necessarily vague in 
1867, they were nevertheless resolutely held. The 
new political framework was designed to give the 
Federal Government ample powers for the 
prodigious task of opening up the West. The 
Federal Government was intended to give a 
vigorous lead in the development of the new 
national transcontinental economy and in matters 
relating to that development there was to be no 
doubt, such as had recently arisen in the United 
States, about its authority. 

There were some among the Fathers of Con- 
federation who favoured a unitary state as an 
instrument for realizing these plans. As is well 
known, John A. Macdonald had a strong prefer- 
ence for a unitary state and Galt accepted the 
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federal scheme with reluctance and hoped it might 
later coalesce into a legislative union.19 But 
legislative union was not acceptable to the French- 
speaking Canadians or to the Maritime Provinces. 
Furthermore, municipal institutions had not yet 
been established in the Maritimes, and they were 
still in the early stages of development in Lower 
Canada. The centralization of all governmental 
powers under one government was, therefore, 
impracticable from an administrative point of view. 
The distractions of local administration might well 
have diverted some of the energies of the central 
government from its larger creative tasks. Thus, 
for various reasons, the builders of the new nation 
planned a federation comprised of a central govern- 
ment with authority over matters of general and 
common interest and provincial governments with 
authority over matters of local concern. 


The Division of Legislative Powers 


The British North America Act was the final 
embodiment of their scheme. The acknowledged 
necessity of a federal type of union was recognized 
by the preamble to the Act which recited the desire 
of the Provinces of Canada, Nova Scotia and New 
Brunswick “to be federally united into One 
Dominion”. The vital core of a federal constitu- 
tion is the division of legislative powers between 
the central authority and the component states or 
provinces. This division represents the compromise 
between the forces which make union possible and 
those which inhibit the formation of a closer 
union. It marks the limits of what can be done 
by common agreement and the extent to which 
the separate states must be permitted to differ 
and work out their own destinies. In sections 91 
to 95 of the British North America Act, the main 
lines of this division were set forth. 

In section 92, certain classes of subjects were 
enumerated and the provinces were given exclusive 
power to make laws in relation to matters coming 
within these classes of subjects. These classes 
included such things as the administration of 
justice, municipal institutions, the establishment 
and maintenance of prisons, hospitals, asylums and 
charitable institutions and control over the public 
lands of the province. The provinces were also 
given control over local works and undertakings. 
But an exception reserved international and inter- 
provincial lines of transport and communication to 
the Dominion and authorized the Dominion to take 
legislative power over any local work at any time 
"18 Speech on the Proposed Union of the British North 


American Provinces, delivered at Sherbrooke on Nov. 23, 1864, 
p. 22 


fe 
’ 


by declaring it to be for the general advantage of 
Canada or for the advantage of two or more prov- 
inces. A power of direct taxation to raise revenue 
for provincial purposes was given, although it was 
thought that expanding revenues from the public 
lands would make it generally unnecessary for the 
provinces to exercise this power.29 

The classes of subjects in section 92 included 
two of vague and general reference, viz., “Property 
and Civil Rights in the Province” and “Generally 
all Matters of a merely local or private Nature in 
the Province’. Section 93 gave the provinces 
control over education, subject to certain clauses 
designed to protect the rights of Roman Catholic 
and Protestant religious minorities. By section 95, 
the Dominion and the provinces were given con- 
current powers over agriculture and immigration, 
federal legislation to prevail in case of conflict. 

The opening paragraph of section 91 gave the 
Dominion power “to make Laws for the Peace, 
Order and good Government of Canada, in rela- 
tion to all Matters not coming within the Classes 
of Subjects by this Act assigned exclusively to the 
Legislatures of the Provinces”. That is to say, the 
residue of powers not expressly given to the prov- 
inces was reserved to the Dominion. The section 
then proceeded with a specific enumeration of 
twenty-nine classes of subjects, illustrating but not 
restricting the scope of the general words used 
earlier in the section. 

This enumeration included such classes of 
subjects as defence, criminal law, naturalization 
and aliens, and the postal system. It also included 
regulation of trade and commerce, fisheries, bank- 
ing, currency and coinage, commercial paper, 
weights and measures, bankruptcy and insolvency 
and certain other topics of primarily economic 
reference. It also gave the Dominion unlimited 
powers of taxation. The concluding paragraph of 
section 91 provided against these enumerated topics 
being ‘deemed to come within the Class of Matters 
of a local or private Nature comprised in the 
Enumeration of the Classes of Subjects” assigned to 
the provinces by section 92. An exception to 
section 92 gave the Dominion control over all 
interprovincial and international transportation and 
communications. 


The Problem of Interpreting the Division of 
Legislative Powers 


No amount of care in phrasing the division of 
powers in a federal scheme will prevent difficulty 
when the division comes to be applied to the 


20 Speech by Galt, Confederation Debates, p. 68. 


section 92. 
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variety and complexity of social relationships. The 
different aspects of life in a society are not insulated 
from one another in such a way as to make possible 
a mechanical application of the division of powers. 
There is nothing in human affairs which corre- 
sponds to the neat logical divisions found in the 
constitution. Therefore, attempts to exercise the 
powers allotted by the constitution frequently raise 
questions as to its meaning in relation to particular 
circumstances. 


The British North America Act has not escaped 
this difficulty. Manifestly, it would be difficult 
for the Dominion to make any law for the “Peace, 
Order and good Government of Canada” without 
affecting, in some way, one or other of the specific 
subjects in relation to which the provinces were 
given exclusive powers. On the other hand, laws 
made by the provinces under the heads of juris- 
diction given by section 92 would frequently have 
direct implications for the “Peace, Order and good 
Government of Canada” or would bear in some 
unexpected way upon the enumerated classes of 
subjects in section 91 over which the Dominion 
was given exclusive power. The implications and 
sometimes the express provisions of legislation 
would seem to cross the line which, in theory, 
divided the spheres of legislation assigned to the 
provinces and the Dominion. In a variety of 
circumstances, the problem of what amounted to 
an invasion of the field of one by the other would 
raise difficult questions of interpretation. 

The task of interpretation was complicated by 
the existence, in sections 91 and 92, of several 
general descriptions of the ambit of legislative 
power given to the Dominion and the provinces 
which lacked a clear, legal meaning. ‘Peace, 
Order and good Government”, “Regulation of 
Trade and Commerce’, “Property and Civil Rights 
in the Province” do not convey precise signification. 
Since 1867, the Privy Council has had the last word 
on the meaning of the British North America Act 
and has laid down rules of construction for deter- 
mining when section 91 was to have primacy over 
By a process of textual criticism, it 
has given some concreteness to the general phrases 
just mentioned. In this way, it has elucidated the 
legal meaning of the constitution and imparted 
greater certainty to the division of powers than 
could have existed when the Act first came into 
operation. This legal meaning is binding on all 
other courts and on the Dominion and provincial 
legislatures. 

The British North America Act was a statute 
of the British Parliament and the Privy Council 
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brought to its task of elucidation an elaborate set 
of rules binding on the courts in their interpre- 
tation of all statutes. These rules required the 
Privy Council to consider the literal meaning of the 
words used without any conjectures as to the inten- 
tions of those who framed the Quebec and London 
Resolutions. The Privy Council as a court was 
not free to consider historical evidence about inten- 
tions but was bound to restrict itself to a considera- 
tion of what may be called, by contrast, legal 
evidence—the intention actually expressed by the 
words used in the Act.21 Much controversy, past 
and present, has centred on the question whether 
the intention which the Privy Council has found 
to be expressed in the Act accords with the actual 
intention of the Fathers; in short, whether we now 
have the constitution which they intended to give 
us. 
Some are satisfied that the Privy Council has 
merely made explicit what the Fathers intended. 
Others dismiss the controversy on the ground that 
we cannot now know what they intended. Others, 
again, hold that the constitution today is vastly 
different from what its framers meant it to be and 
seek to support their contentions from certain 
historical evidence. The interpretation given by 
the Privy Council will be considered in later 
chapters. In an account of the forces behind Con- 
federation and of the nature of the constitution 
established in 1867, it is important to note the 
historical arguments which form the basis of many 
current criticisms of the Privy Council.22 For 
purposes of record, we summarize these arguments 
here but, as we shall indicate later, we do not 
accept them as conclusive upon certain points, 
some of them of considerable importance. The 
critics of the Privy Council do not appear to have 
fully substantiated their case but, at the same time, 
they do marshall an impressive mass of historical 
evidence in support of their general conclusions 
and their arguments cannot be dismissed as mere 
hypotheses. Confederation being relatively close 
to us in time, and the records of its achievement 
being relatively ample, it is argued we have no 
reason to assume that it is inherently impossible 
to determine now the intentions of the Fathers, 
although it may well be admitted that it is difficult 
to establish with conclusive finality the meaning of 


.  71In interpreting the British North America Act, “the question 
is not what may be supposed to have been intended but what has 
been said.” Lord Sankey in Edwards v. Attorney General of 
Canada, [1980] A.C. 124 at p. 137. 

22 B.g., C. H. Cahan, The British North America Act, 1867, an 
address delivered before the Canadian Club of Toronto, September 
15, 1937; cf. Report pursuant to Resolution of the Senate to the 
Honourable the Speaker, by the Parliamentary Counsel relating to 
the Enactment of the British North America Act, Ottawa, 1939. 


some of the phrases which they employed. The 
historical case presented by the critics of the Privy 
Council has not been accepted by all authorities 
but it merits the attention and consideration of 
serious students of the problem. 


Historical Interpretation of the Intentions of the 
Fathers—arguments supporting a broad view 
of Dominion powers 


Some historians urge that the Fathers intended 
to give wide, sweeping powers to the Dominion and 
to restrict the provinces to a narrow range of 
functions, in the exercise of which they were to be 
subject to the control and supervision of the 
Dominion.24 They claim that the general phrases 
in section 91, “Peace, Order and good Govern- 
ment” and “Regulation of Trade and Commerce’, 
to which the Privy Council has given a restricted 
meaning were intended to have a broad interpre- 
tation and that the general phrase, “Property and 
Civil Rights in the Province”, in section 92, to 
which the Privy Council has given an extended 
meaning, was intended by the framers to have a 
much more limited interpretation. 

Some of the leading figures among the framers 
of the federal scheme evidently intended the 
general government, as it was called, to have broad 
and far-reaching powers. John A. Macdonald 
explained that “all the great questions which affect 
the general interests of the Confederacy as a whole, 
are confided to the Federal Parliament”’.25 Galt 
declared that among the subjects given to the 
general government would &e found “all that could 
in any way be considered of a public and general 
character”.26 Lord Carnarvon, the Colonial Sec- 
retary, introducing the scheme to the House of 
Lords said it proposed to give to the central 
authority “those high functions and almost 
sovereign powers by which general principles and 
uniformity of legislation may be secured in those 
questions that are of common import to all the 
provinces”’.27 

24For historical interpretations in general supporting this 
view, see Appendix 2—D. G. Creighton, British North America at 
Confederation; R. G. Trotter, Canadian Federation (Toronto, 1934) ; 
“The Coming of Confederation,’ Cambridge History of the British 
Empire, Vol. VI, pp. 438-62; Chester Martin, “British Policy 
in Canadian Federation,” Canadian Historical Review, Vol. XIII, 
pp. 3-19; W. M. Whitelaw, The Maritimes and Canada before 
Confederation, (Toronto, 1934); W. P. M. Kennedy, Essays in 
Constitutional Law, p. 85ff; V. C. MacDonald, “Judicial Interpre- 
tation of the Canadian Constitution”, University of Toronto Law 
Journal, Vol. I, No. 2, p. 260ff. For careful description of the 
Quebec Conference see W. M. Whitelaw, “Reconstructing the 
Quebec Conference”, Canadian Historical Review, Vol. XIX, pp. 
123-37. 

25 Confederation Debates, p. 40. See also pp. 30, 33, 41. 


26 Speech on the Proposed Union, p. 10. 


27 Quoted by V. C. MacDonald, “Judicial Interpretations of 
the Canadian Constitution” (1936), University of Toronto Law 
Journal, p. 263. 
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Some of the opponents of the scheme criticized 
it on much the same grounds. <A. A. Dorion 
claimed that it “gives all the powers to the Central 
Government, and reserves for the local governments 
the smallest possible amount of freedom of 
action,”28 and J. B. E. Dorion opposed the scheme 
“because we are offered local parliaments which 
will be simply nonentities, with a mere semblance 
of power on questions of minor importance’.29 


Supporters of this historical interpretation urge 
that this view of the relative importance of the 
Dominion and provincial governments in the new 
scheme is borne out by various sections of the 
constitution. They point to the power of the 
Dominion to appoint the Lieutenant-Governors of 
the provinces and emphasize the fact that while 
the provinces were given power to amend the 
provincial constitutions, they were forbidden to 
alter in any way the office of Lieutenant-Governor. 
They contend that the intention to give the 
Dominion a dominating position is confirmed by 
the power to reserve and disallow provincial legis- 
lation which was given to the Dominion. 


In support of this general position, they place 
great importance on the opening paragraph of 
section 91 which gave the Dominion power to 
make laws for the “Peace, Order and good Govern- 
ment of Canada” in relation to all matters not 
exclusively assigned to the provincial legislatures. 
This phrase had acquired a wide, though not very 
precise, significance in the legislative history of 
the British Empire before 1867.39 “Peace, order 
and good government”, and the variation, “peace, 
welfare and good government” were the phrases 
habitually used by the British colonial authorities 
in vesting colonial legislatures with the full range 
of their legislative powers. 


In conferring these powers on colonial legisla- 
tures, it was not customary to enumerate specific 
powers; it was customary merely to grant, in one 
or other of these well-worn phrases, the entire 
measure of jurisdiction deemed compatible with 
imperial control. As imperial control in the 
internal affairs of the colonies was mainly exer- 
cised through the power of disallowance, these 
phrases carried complete internal legislative com- 
petence. In fact, they are the title-deeds of the 
legislatures of the self-governing Dominions, not 
again added to by imperial legislation until the 
Statute of Westminster. The exponents of this 
historical interpretation, emphasizing the breadth 


28 Confederation Debates, p. 250. 
29 Thid., p. 859. 

30C. H. Cahan, op. cit. 
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of Dominion powers, infer from the insertion of 
this phrase in section 91, that the framers must 
have intended its full historic meaning to prevail, 
saving only the powers expressly given to the 
provinces in section 92. 

It is similarly urged that the Fathers meant an 
extended signification to be given to the phrase 
“Regulation of Trade and Commerce”, in section 
91. At the time of Confederation, Canada was 
just beginning to emerge from the commercial into 
the industrial age. The distinguishing feature of 
the commercial age was its pre-occupation with 
exchange, the trading of raw or crudely processed 
products on a world-wide scale. This required an 
extended organization, interprovincial and _ inter- 
national in its scope. It was a delicate system, for 
its life-lines were everywhere exposed. Prosperity 
depended on its maintenance and its maintenance 
and development, in turn, depended on the 
sympathetic consideration, if not the positive 
assistance, of governments. Nothing showed this 
more clearly than the British imperial trading 
organization of the 18th and early 19th centuries. 
British North American statesmen had lived with 
this system and had seen what control over 
extended trading relationships by a single govern- 
ment could achieve. Trade and commerce, because 
of their nature and scope, were inevitably public 
matters of great import and it is argued that the 
phrase “the regulation of trade and commerce” 
had a very wide significance both historically and 
in the current usage of the Confederation period.* 

In addition, it is contended, they must have 
been acutely aware of the confusion which arises 
when control over such matters is parcelled out 
among several governments. During the fifty years 
in which the Provinces of Upper and Lower Canada 
maintained their separate existence, the control of 
the St. Lawrence and its commerce had been divided 
between two distinct and independent governments. 
This division led to conflicts between Upper and 
Lower Canada and to bitter struggles between the 
commercial and agrarian parties in each.31 Upper 


- Canada had disagreed with Lower Canada and the 


commercial interests in Montreal had quarrelled 
with the leaders of the Patriot party over many 
economic matters of common concern to the whole 
St. Lawrence Valley. 

The impossibility of arriving quickly at a vigorous 
common policy in these matters had hampered 
Canada in its bid for the trade of the mid-continent. 


* Appendix 2--D. G. Creighton, British North America at 
Confederation, pp. 53-4. 


31 These conflicts are examined in detail in D. G. Creighton, 
The Commercial Empire of the St. Lawrence. 1760-1850. : 
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The frustrations engendered by divided authority 
formed part of the living memory of public men 
at the time of Confederation and this appeal to 
history for a broad interpretation of Dominion 
powers argues that the Fathers, who wanted to 
create a robust national economy, must have 
intended the control of such matters to be placed 
in the hands of a single government. 

In support of this thesis, they draw attention to 
the. reluctance among the commercial element in 
Montreal to give up the Union of 1841 which had 
established a common government to deal with 
these economic matters. The confederation plan 
asked them to abandon this union and one of the 
tasks of the advocates of a wider union was to 
convince them that the establishment again of two 
provinces in the St. Lawrence Valley would not 
mean a return to the old confusions. John Rose 
assured them that they had nothing to fear because 
the general legislature would have control over the 
post office, trade, commerce, navigation:—‘“all the 
great and important interests . . . that affect the 
minority in Lower Canada...”.82 Galt reiterated 
that “the interests of trade and commerce . 
would be taken out of the category of local ques- 
tions... .”.38 Cartier, stating that he could under- 
stand the concern of the commercial minority of 
Lower Canada lest there should be a return of the 
old difficulties, said these fears were groundless 
because “it would be for the General Government 
to deal with our commercial matters”’.34 On the 
basis of these statements, supporters of this 
historical interpretation argue that the words 
“Regulation of Trade and Commerce”, were in- 
tended to transfer a wide range of economic 
matters to the control of the central authority.35 

A historical interpretation which would magnify 
the scope of Dominion powers by attaching a 
limited special meaning to the phrase, “Property 
and Civil Rights in the Province” has also been 
urged. This phrase has had a long history in 
British North America, rising out of the relation- 
ships of French and English in the valley of the 
St. Lawrence. British statesmanship sought a 
solution of this racial problem which would 
preserve to French Canada the institutions which 
were vital to its way of life. The Quebec Act of 
1774 secured “His Majesty’s Canadian subjects 
within the Province of Quebec” in the enjoyment 
of their property and civil rights and provided 


32 Confederation Debates, p. 409. 
83 Speech on the Proposed Union, p. 20. 
84 Qonfederation Debates, p. 61. 


85 See Appendix 2—D. G. Creighton, British North America 
at Confederation, pp. 50-52. 


that “in all matters of controversy relative to 
property and civil rights, resort shall be had to the 
laws of Canada as the rule for the decision of the 
same”, 

In the constitutional and legislative enactments 
of both Upper and Lower Canada, there were a 
number of references to the law “relating to 
property and civil rights”. In these references, the 
phrase was used to signify either the common law 
of England or the French customary law. That is 
to say, it denoted the set of laws and customs 
which were at once the expression and support of 
the distinctive ways of life of the French-speaking 
and English-speaking Canadians. The phrase 
found its way into sections 92 and 94 of the British 
North America Act. 


Supporters of a broad view of federal power 
argue that the sole purpose of introducing the 
phrase “Property and Civil Rights in the Prov- 
ince” into section 92 was to protect the unique 
institutions and ways of life of the Province of 
Quebec. They lay strong emphasis on section 94 
which contemplates certain conditions under which 
the federal authority may secure unrestricted power 
to make uniform laws “relative to Property and 
Civil Rights in Ontario, Nova Scotia and New 
Brunswick”. To them, this section suggests that 
the phrase had reference only to matters on which 
these three provinces were in fundamental agree- 
ment and that regional differences of interest were 
not involved. Ontario, Nova Scotia and New 
Brunswick, with their acceptance of the English 
common law, were in agreement on precisely those 
matters in which each differed so completely from 
Quebec. Thus it is argued that the inclusion of 
this phrase in section 92 was not designed to 
express genuinely local as against national interests 
nor to fix the spheres of the different levels of 
government but rather to protect regional interests 
only in so far as they were specifically cultural in 
character. 


This historical interpretation, therefore, main- 
tains that the phrase, “Property and Civil Rights 
in the Province’, as used in section 92, was 
intended to cover only what was necessary for this 
limited but important purpose of safeguarding the 
cultural autonomy of Quebec. It appeals to state- 
ments of British officials prior to the passing of the 
Quebee Act of 1774 and to the instructions of the 
British Government to the Governors of Quebec 
after 1774 as showing what were long understood 
to be the essential laws for safeguarding the 
fundamental institutions and ways of life of Quebec. 
These instructions to the Governors repeatedly 


commanded that the Canadians were to enjoy the 
“benefit and use of their own Laws, Usages and 
Customs in all Controversies respecting Titles of 
Land, and the Tenure, Descent . . . of Real Estates, 
and the distribution of the personal property of 
Persons dying intestate . . .”.86 Accordingly, the 
phrase in question would include matters of civil 
law concerning the relations of citizen and citizen, 
such as ownership, transfer and various dealings 
in property, inheritance and succession by will, 
rights arising from personal status, such as minority 
and capacity to make contracts, and from the 
intimate domestic relations of the family. It would 
include a variety of other matters of private law 
but it would not include a number of matters 
inextricably bound up with the public law such as 
nation-wide regulation of industry and trade. Still 
less could it include social insurance which had 
formed no part of either French or English law 
and the idea of which was unknown to those 
who framed the British North America Act. In 
this way, it is sought to infer from historical 
evidence an intention to give the phrase “Property 
and Civil Rights in the Province” a much more 
restricted meaning than that given to it by the 
Privy Council. 


Historical Interpretation of the Intentions of the 
Fathers—arguments supporting a broad view 
of provincial powers 


These historical arguments as to the intentions 
of the Fathers of Confederation and the meaning 
assigned by them to general phrases such as 
“Peace, Order and good Government”, “Regula- 
tion of Trade and Commerce” and “Property and 
Civil Rights in the Province” have not gone 
without challenge on historical grounds.37 For 
example, it is urged that the expression “property 
and civil rights’ has always had a very wide 
meaning in our constitutional history. 

By Royal Edict in 1663, Louis XIV of France 
created a Sovereign Council at Quebec giving it 
the power “de connaitre de toutes causes civiles et 
criminelles, pour juger souverainement et en dernier 
ressort selon les lois et ordonnances de notre 
royaume”,28 thus, it is claimed, establishing in 
Quebec the entire French law which ruled New 
France at the time of the conquest. 

86 W. P. M. Kennedy, Statutes, Treaties and Documents, p. 156. 

87P. B. Mignault (formerly Mr. Justice Mignault of the 
Supreme Court of Canada), “Nos Problémes Constitutionnels” 
(1928), 16 Revue du Droit, p. 577; V. Evan Gray, “The O’Connor 
Report on the British North America Act” (1939), 17 Canadian 
Bar Review, 309. ; 

88 “to deal with all civil and criminal cases, to judge finally 
and in the last resort according to the laws and ordinances of our 
kingdom”. 
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The Royal Proclamation of George III of 
England in October, 1763, which proposed to 
introduce the English common law into the con- 
quered territory in North America was naturally 
resented as a grave injustice by the people of 
Quebec. The Quebec Act of 1774 which was passed 
to meet this grievance, repealed the proclamation 
of October, 1763. Section 8 of the Act declared 
that “His Majesty’s Canadian Subjects, within the 
province of Quebec . . . may also hold and enjoy 
their Property and Possessions, together with all 
Customs and Usages relative thereto, and all other 
their Civil Rights, in as large, ample, and beneficial 
Manner, as if the said Proclamation . . . had not 
been made” and then continued to provide, as 
quoted above, that the laws of Canada should 
provide the rule of decision in controversies 
“relative to Property and Civil Rights’. This 
section of the Quebec Act has never been repealed. 


The French law in its entirety was in force in New 
France at the time of the conquest and the people 
of Quebec desired to retain it. This was the ground 
of their objection to the Proclamation of 1763 and 
the Quebec Act was passed to meet this grievance. 
On the basis of these facts, it is argued that the 
Quebec Act was intended to meet the grievance 
fully and that the expression, “Property and Civil 
Rights”, as used in the Act, was intended to com- 
prise the entire French civil law and not merely 
certain selected portions of it. The only thing 
which is important for understanding the scope of 
the Act is the purpose for which it was passed. 
The statements of British officials and the instruc- 
tions of the British Government to colonial 
governors merely reveal their opinions. They do 
not give clues to the meaning of phrases used in 
the Quebec Act. 


This argument attributes a very wide meaning 
to the expression “Property and Civil Rights” as 
used in the Quebec Act, and holds that when used 
in later statutes, the expression bears the same 
extended meaning unless an express limitation is 
introduced. No express limitation on the meaning 
of the phrase occurs in the British North America 
Act and therefore it is concluded that the broad 
meaning given to it by the Privy Council is in 
accordance with its original historical meaning.41 


41 For this argument, see P. B. Mignault, op. cit. 
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The Limitations of the Historical Arguments 


All the historical interpretations go far afield for 
their arguments. There is no final certainty as to 
what the framers meant by the use of these phrases. 
The records of the time have not preserved all their 
Opinions on all points. Clear statements of the 
views of some on particular points have come 
down to us; of the views of others, nothing is 
known.42 

All that is certainly known is that the framers 
had large plans for the new Dominion and they 
proposed a strong central government with ample 
financial powers to carry the program through. 
The financial settlement which gave the Dominion 
the unrestricted taxing power, and the exclusive 
use of the most important revenue sources of the 
time (nearly four-fifths of the former provincial 
revenues were given to the new Dominion Govern- 
ment) is the most significant evidence of the leading 
role cast for the new Federal Government and of 
the responsibilities which it was expected to assume. 
In the provisions for reservation and disallowance 
of provincial legislation, the Fathers gave the 
Dominion legal power to supervise and control the 
legislatures of the provinces. At the same time, it 
was agreed that the state should be federal with 
exclusive spheres of power reserved to both the 
provinces and the Dominion. But the exact 
meanings intended to be given to the general words 
used in outlining these exclusive spheres of legis- 
lative power remain a matter for speculation. 

There is no doubt that some of the framers had 
wanted a legislative union. Those who expected 
to be members of the new Federal Government 
naturally wanted a large stage on which to exhibit 
their capacity as statesmen.43 But whatever their 
intentions, they could not overcome the limita- 
tions imposed by physical conditions. They could 
not ignore the social forces rooted in the history 
of the colonies any more than they could presume 
to bind the future indefinitely to the past. 

There is a further limitation inherent in all 
historical interpretation of political constitutions 
which are to govern the distant future. The 
framers of the constitution could not foresee the 


42The agreement reached by delegates to the Quebec Con- 
ference is acknowledged to have been a compromise and it is 
unlikely that the delegates, in the subsequent discussions, always 
distinguished clearly between the compromise and their own con- 
ception of what Confederation should have been. For a clear 
statement of the difficulties attending historical interpretation, see 

. Evan Gray, “The O’Connor Report on the British North 
America Act”, (1939), 17 Canadian Bar Review, 309 at pp. 315-8. 

48 John A. Macdonald probably had the possibility of a great 
future in mind when he said, “We are all mere petty provincial 
politicians at present; perhaps by and by some of us will rise to 
the level of national statesmen.” Quoted by A. R. M. Lower in 
“Sir John A. Macdonald”, (1939), 19 Dalhousie Review, p. 86. 


revolutionary economic and social changes that 
have since taken place and therefore could have 
no intention at all concerning them. Whatever 
powers Confederation was intended to confer on 
the Dominion, these intentions cannot provide 
answers for many of the questions which agitate 
us now for the simple reason that the conditions 
out of which present difficulties arise were not even 
remotely considered as possibilities. The inten- 
tions of the founders cannot, except by chance, 
provide solutions for problems of which they never 
dreamed. 


4. Pusitic FINANCE aT CONFEDERATION 


The Sphere of Government in 1867 


The character of a public finance system depends 
on what governments are expected to do. What 
governments are expected to do depends on the 
prevalent political opinion and stage of develop- 
ment of the economy of the time. The statesmen of 
Confederation did not anticipate any radical change 
in the functions of government, but the adoption 
of a federal union required an allocation of respon- 
sibilities and sources of revenue between the 
Dominion and the provinces. In making a financial 
settlement and in fixing the future financial rela- 
tionships of the provinces with the new Federal 
Government, they assumed that the sphere of 
governmental action would remain essentially what 
it had been in the past. Therefore, they were 
primarily concerned to transfer to the Federal 
Government the responsibilities and the financial 
resources which would enable it to carry out the 
political and economic objectives of the union. 


Since 1867, there have been sweeping economic 
and social changes and no less important changes 
in opinion as to the appropriate functions of 
government, none of which could have been 
anticipated at the time. It is necessary to recall 
the social conditions of the day and the limited 
scope of government activities in order to appre- 
ciate the financial arrangements with which the 
federation was equipped and to realize that the 
division of responsibilities and revenue sources 
which was made at Confederation contemplated 
a much smaller sphere of government activities 
than exists today. The manner of life in British 
North America has already been briefly outlined. 
It will suffice to recall here the scattered rural 
character of the population, the decentralization 
of industry in small towns and villages, the self- 
sufficiency of families and communities, the impres- 
sive solidarity of the family, and the open frontier 


of the continent which afforded individuals a variety 
of means of adjustment to economic crises. While 
economic conditions did not offer great material 
prosperity to the many, they provided a modest 
security for the frugal and industrious and an 
almost frictionless adjustment to business fluctua- 
tions without any intervention by governments. 
The role which governments were called upon to 
play was one peculiar to the conditions of the 
time. An individualistic outlook, which relies on 
the family as the unit of mutual welfare, is 
nourished in a pioneer society and people readily 
agree that governmental action should be con- 
fined to the narrowest possible limits.45 Accord- 
ingly, the principal functions of the state followed 
the prescription of Adam Smith. Government was 
thought to have met its purpose when it provided 
for adequate defence, the enforcement of the general 
law through the equal administration of justice and 
the maintenance of a few essential public works. 
Within this framework of order provided by public 
authority, individuals were expected to work out 


- their own destiny unrestrained and unassisted by 


governments. There was a general conviction, 
widely confirmed by contemporary example, that 
Providence helps those who help themselves. 
British North American governments did not 
concern themselves with regulation of the daily 
pursuits of the people. Nor did they assume any 
significant responsibility for social welfare. They 
took seriously their responsibilities for maintaining 
defence and internal order but they carried them 
out with frugal care. Thus far their interpretation 


_ of the doctrine of laissez faire was in harmony with 


current British precept and example. 

But the application of the doctrine was modified 
by certain conditions peculiar to the colonies. 
The United States and all European countries at 
the time had incurred huge burdens for defence. 
European governments were spending as much as 
half of their current revenues on military purposes, 
and the United States had just emerged from a 
costly civil war. The colonies, relying on Great 
Britain, escaped most of the costs of military and 


45In the sixties of the last century, the philosophy of laissez 
faire was at the height of its influence upon public policy through- 
out the world. 
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naval defence. Had they been able to stop at 
this point, their burden of public expenditures 
would have been extremely low. However, release 
from expenditures on defence gave them resources 
for other tasks and all the colonies took on heavy 
commitments in aiding economic development. 
Pioneer communities in North America were 
always hampered in realizing their dreams of 
progress by the tremendous difficulties of trans- 
port and communications. The scarcity of capital 
and the scattered nature of settlement added to 
the difficulties. As a result, the task of securing 
the provision of community equipment such as 
canals, harbours, roads, bridges and railways was 
saddled on government. Of all the agencies of the 
community, it had the broadest command of 
means. Until this equipment was provided, 
development was slow and individuals could not 
reap the rich promise of a new country. The 
colonial interpretation of laissez faire did not forbid 
strenuous government activity for developmental 
purposes.46 The state was required, by general 
consensus, to help people to help themselves. 


The Burden of Debts incurred for Development— 
the necessity for centralization of finance 


The urgent demand for transportation facilities 
had played havoc with the otherwise careful public 
finances of the colonies. In particular, the Province 
of Canada had gambled heavily in developing the 
St. Lawrence route as a means of tapping the trade 
of the Middle West. The coming of the railways, 
with their fabulous promise, intensified this con- - 
centration of public finance on development. . 
Canada put in another expensive bid for commercial 
greatness by extensive railway loans. The Mari- 
times were stirred to link themselves to the 
continent behind them and the governments ~ 
undertook ambitious railway programs as public ~ 
works. By the eve of Confederation, transporta- 
tion had overshadowed everything else in the 
budgets of the colonies and had seriously strained 
the public finance systems of Canada, New Bruns- 


~ wick and Nova Scotia. 


46 Appendix 2—D. G. Creighton, British North America at Con- 
federation, pp. 67-70. 


TaBLE 2.—Degsts oF THE B.N.A. Provinces ON THE Eve oF CONFEDERATION (®) 
(Millions of Dollars ) 


Tisai Canada 
June 30, 
1867 
Grossi Debbie cone intathtciles aermetaande vere Siecrewte aieeele 79-8 
Less Cash, Marketable Investments, Sinking Funds, 

CHO eros eee stanes arias Sua aie ereriade oheaten ea ote chaps ct atcaeeeereyt 5-4 
WetDabb re tcc Gide hata cei inh ated eosuaLs eeratian Castes 74-4 
Net Debt accounted for as follows: 

Railways—Direct Investments and Loans........... 33 -3@ 

Commitments re construction of Railways........... — 

SORTA crete racists ere eae & a cetaas cles, Smeains Sale wine 18-7 
Sub=totalitey errs Weitere. ted aes ro 52-0 


Loans and Investments on which partial or no Interest 
WES ALC carcass sitrs ceaie site alece es tuoi vs lasers telees Ors ieaeitel ys 14-7 


Other Public Works 


Vi ee gS a EAN COOL CRA ad ROA ms Grae 9-8 
Other’ Comimitments nV huc 9... Boss co eee ele vie << 13-0 
PCHCIE OF OUFDIUS (st Jee cog die seceida std wiles a ue tee tt 15-14 
Bub-tOtal ays biie hah ese aa dane oak ates 22-4 
Totals NatuDabbs PAGE NO, Sean Raat eee 


Prince 
New Nova Edward British 
Brunswick Scotia Island Columbia Total 
June 30, June 30, June 30, Dec. 31, 
1867 186 1873 1869 
7-9 9-3 4-1 1-5 102-6 
0-1 0-3 0-2 0-4 6-4 
7-8 9-0 3-9 1-1© 96-2 
4-5 6-3 1-2 — 45-3 
1-9 1-0 2-0 — 4-9 
— — ee aos 18-7 
6-4 7°3 3-2 — 68-9 
0-2 — — — 14-9 
(b) () (b) tivg 9-8 
— — — — 13-0 
1-2 1-7 0-7 —_ 11-5+ 
1-4 1-7 0-7 1-1(¢) 27°3 
7-8 9-0 3-9 1-10 96-2 


*) Compiled from the Public Accounts of the B.N.A. Provinces. 


©) In the Maritime Provinces, roads, bridges, lighthouses, harbour improvements and other public works were charged to current account. 


) Approximate. 
) Including unpaid interest of $13-1 million. 


Fully three-fourths of the total debt of the 
_ British North American Provinces had _ been 
incurred for transportation.47 Most of it had been 
piled up rapidly after 1850 and while it was repre- 
sented by much new and valuable community 
equipment, it was not directly productive from the 
point of view of public finance. The Canadian 
canals had failed dismally as an attempt to tap 
the Middle West and most of the Canadian rail- 
-ways were in financial trouble soon after they were 
completed. The Government of Canada had 
assisted them with large loans which quickly fell 
into default.48 In the Maritimes, practically the 
entire provincial debts had been incurred on 


47 Of the Province of Canada’s net debt of $74 million, over 
$18 million had gone into the canal system and $33 million into 
loans to railways. In addition, the Province had shouldered 
municipal obligations (which, with arrears of interest, amounted to 
$14 million) arising mainly out of rash municipal support of 
railway development. The Maritime Provinces had a direct invest- 
ment in publicly owned railways of $11 million. With the excep- 
tion of a small amount in Nova Scotia, the capital commitments 
of the Maritime Governments consisted exclusively of obligations 
contracted for roads and railways. 


48 $13 million out of the total loans to railways of $33 million 
consisted of unpaid interest. 


publicly-owned railways, the interest charges on 
which had to be met by the governments out of 
general taxation. In 1866, the service of the 
provincial debt absorbed 21 per cent of the current 
revenues of Nova Scotia, 28 per cent of those of - 
New Brunswick and 30 per cent of those of Canada. 

These dead-weight debts, which had accumulated 
so rapidly, seriously endangered the credit of the 
provinces in the London money market. They 
resulted in repeated budget deficits and it became 
increasingly difficult to secure loans at rates the 
provinces could hope to bear. Deficits had driven 
home the necessity for the union of Vancouver 
Island with the mainland and the infant Province 
of British Columbia was struggling with a public 
debt which amounted to over $100 per white - 
inhabitant.49 The situation was only less severe 
in the other provinces. They were being obliged 
to fall back on temporary loans from local banks 
and from English banking houses.59 All the 


49 Howay, British Columbia, The Making of a Province, p. 163. 


50In 1866, Canada was paying 8 per cent interest on one of 
these temporary advances. 
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~ provincial governments had overplayed their roles ' 


of promoting development.51 They were seriously 
embarrassed in carrying their existing obligations 
and their separate public finance systems could not 
hope to undertake new burdens. Yet there was a 
powerful demand for new and greater develop- 
mental projects. These could not be achieved 
without the centralization of finance. 


Public Expenditures before Confederation—the 
importance of development 


The restricted role of governments and the nature 
of public functions in the society of British North 
America are most clearly demonstrated by the 
magnitude and distribution of the government 
expenditures. The figures are relatively insig- 
nificant when compared with those of today. In 


1866 less than one-twentieth of the income of the 
r 
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population flowed through government channels 
and the total public expenditures amounted to less 
than $6 per capita.52 The major factor in this 
striking contrast with the present time was the 
relative unimportance of the cost of education and 
public welfare; less than 14 per cent of the total 
expenditures were devoted to these services in 1866. 
The elemental responsibilities of government (i.e., 
the administration of justice, legislation and general 
administration), were conducted with frugality. 
The cost of defence which had been assumed by 
the Imperial authorities left no heavy burden on- 
the colonies. All the traditional functions of 
government absorbed less than 40 per cent of the 
total outlay. The remainder of the expenditures 
(including debt charges), which comprised nearly 
one-half of the total were devoted to development. 


This purpose dominated the public finance of the — : 


provinces. 


TABLE 3.—EXPENDITURES ON CuRRENT AccounT—FiscaL Years Enprep 1866") 
(Thousands of Dollars ) 


Province of Canada 


Development: 
HINGE Debt Cnarges On ne eo N Ie Merle ty ol slia all bldele 
Transportation, including roads and bridges........... 
Public Domain and Agriculture................0.0-- 


Subst tel ee eae peter Mali ibatinich 1) oko ae ba Na 


Traditional Functions: 
Justice, legislation and general government............ 
PEACIONSIIIECIENOO.. He CoM IR Uta pails els iso cathe siely os 


SUD eCO CALE uate eae eae oye, oe nie) alSietehtet a 
Welfare and Education: 


THORN Well area ci nrianien: aia iae meclmteyc oR Lh uch gla, 
TBE TOREEN AOS oye AVA SN UU SU A aa RP 


Provincial Municipal Provincial | Municipal | Provincial | Municipal 
(e) (0) 


Nova Scotia New Brunswick 


Total 


2) Compiled from the Public Accounts of the B.N.A. Provinces. 


») Estimates based on Municipal Returns for Upper and Lower Canada, Sessional Papers (1867-8) No.7. 


©) Estimated. 
4) Gross interest charges less interest received. 
) Excluding value of statute labour. 


51 This was not true of Prince Edward Island in 1866, but by 
1873, that Province had also incurred paralyzing debts in aid of 
railway construction. 


52 In 1937, total government expenditures in Canada amounted 
to $90 per capita and were equal to one-fourth of the national 
income. 
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There were no marked differences in the total 
government expenditures of the three provinces. 
The current expenditures of the provincial govern- 
ments in the Maritime Provinces on roads, educa- 
tion and public welfare were significantly higher 
than those of Canada. This was mainly due to 
the fact, that in the Maritimes, municipal institu- 
tions did not exist outside the principal cities and 
public expenditures on roads and bridges, education 
and public welfare became items in the current 
expenditures of the provincial governments. On 
the other hand, the existence of more fully 
developed municipal institutions in Canada, partic- 
ularly in Upper Canada, upon which a great part 
of the burden of maintaining roads and supporting 
education and public welfare had been placed, 
resulted in a corresponding reduction of provincial 
expenditures on these items. 


The Maritime Provinces relied almost entirely 
on a simple customs tariff of a revenue nature and 
made practically no attempt to levy excise at all.53 
As Table 4 indicates, each of them derived 80 per 
cent or more of its revenues from this source in - 
1866. The taxation system in Canada was some- 
what more advanced. In 1866, customs duties 
provided 66 per cent of the provincial revenue 
while 17 per cent was derived from excise. . With 
a more diversified economy, Canada did not import 
so wide a range of articles of general consumption. 
Local production had developed in many lines and 
there were considerable elements of protection in a 
tariff which ranged around 20 per cent on articles 
of general consumption. 


In both Canada and the Maritimes, the customs 
rates were considerably higher on luxury items. 


TABLE 4.—ReveENuE—CurRRENT AccouNTtT—FiscaL YEARS ENDED 1866) 
(Thousands of Dollars ) 


Province of Canada 


Nova Scotia New Brunswick 


steed | | Total 
Provincial | Municipal | Provincial Munietpal Provincial Municipal 
(b) C) (co) 

Taxes: 
CCLISCOTIIS OAM TAMIRRINES ial IVa ON Ly.) uci Vai sa St seen eR ae EMA UAT 7,328 — 1,226 — 1,037 — 9,591 
TIX GISG Se UR UbWH tes Shiels inlk cay nally i (ee AR WAL heh eas Uae 1,889 —_ — aa — 1,895 
ETA WARY CG AA OA ME IA ease) LL) za 3,800 au 120 aa 125 4,045 
OLA NYS) eter NMR Al 08 SARS RD ae We Wy Cs 107 700 — 10 ce 10 827 
Sub-totalcse Mee ek: wise ieee ee teered als 9,324 4,500 1,232 130 1,037 135 16,358 
Licences, \Permita, Pees: ete. ives cit auircuekeaeals oad les 281 500 i 30 9 30 857 
PriblighDomaine tire lee ae Leis eye ee A Ae ue 903 — 129 — 108 ~- 1,140 
Sales of Commodities and Services................0-ce- 509 — 84 oo 93 — 686 
PALO Her wy evens My an AOU pai fay et MAE abies cea tines! oat 35 400 18 10 7 10 480 
SPST A ARN RAn UY oR Raat QU NOTE NAR af 11,052 5,400 1,470 170 1,254 175 19,521 


‘®) Compiled from the Public Accounts of the B.N.A. Provinces. 


©) Hstimates based on Municipal Returns for Upper and Lower Canada, Sessional Papers (1867-8) No. 7. 


(ec) Hstimated. 


The Principal Sources of Public Revenue—the 
dependence upon customs duties 


The revenue systems of the three provinces were 
markedly similar and chiefly notable for their 
simplicity. The provinces relied almost entirely 
on indirect taxation with scarcely any effort to 
impose direct taxation. They did not have any 
elaborate tax machinery for the nature of the 
economy and its modes of distributing income 
made it useless to attempt a more complex system 
of taxation. Hence their principal revenues were 
derived from customs duties and excise which lent 
themselves easily to assessment, collection and 
enforcement. 


However, the simple, frugal society of the time did 
not consume any great quantity of the heavily 
taxed luxuries and the gradations of the tariff 
rates did not provide any significant measure of 
progressive taxation. The duties on articles of 
general consumption produced the great bulk of 
the revenues of the provincial governments. Table 
5 shows the per capita burden of the principal 
taxes in the three provinces and reveals the 
complete dependence on these indirect taxes. 


58 The import duties on commodities of general consumption 
ranged around 10 per cent in Nova Scotia and 15 per cent in New 
Brunswick. 
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TasLe 5.—Prer Capira CuRRENT REVENUES, 
FiscaL YEARS ENDED 1866 
(Dollars) 
New Brunswick 


Province of Nova Scotia 


Canada 
Pro- Muni- | Prov- | Muni- Pro- Muni- 
vincial | cipal | vincial| cipal | vincial| cipal 
Custonisy eee ce ee 2-77 — 3-37 -— 3-83 _ 
UUKOISC sete oe os cn ake 0-71 —_ 0-02 — — _ 
Realty. cence e “= 1-44 — 0-33 — 0-46 
Licences, Permits, 

RECS NETCsdccncees 0-11 0-19 0-02 0-08 0-03 0-11 
Public Domain...... 0-34 _ 0-35 — 0-40 _ 
PAT @ Cher. gece. es 0-25 0-41 0-28 0-06 0:37 0-07 
Ota esc nt meeaie:: 4-17 2-04 4.04 0-47 4-63 0-64 

——SS SS SS | == 
Combined Provinces 
and Municipalities. 6-21 4-51 §-27 


Except for two or three leading cities, muni- 
cipal organization was virtually non-existent in the 
Maritimes. Thus the income from import duties 
carried the burden of practically all local expendi- 
tures as well. In Canada East, municipal develop- 
ment was well under way but it was still consider- 
ably behind that of Canada West. In the Province 
of Canada the revenues of the fully organized 
municipal system were nearly equal to half the 
total revenues of the provincial government. 
Municipal institutions had enabled the provincial 
government to transfer very substantial responsi- 
bilities from its own shoulders without materially 
cutting down its own sources of revenue. Thus 
Canada could face the difficult and rather unpre- 
dictable adjustments of a major change with more 
equanimity than could the Maritimes. 

This was the public finance structure which the 
architects of Confederation had to remodel to suit 
their new purposes. It included large debts 


incurred almost entirely for public works such as 


canals, harbours and railways as well as heavy 
current expenditures for developmental purposes. 
The traditional functions of government absorbed 
a substantial part of the revenues but only very 
modest sums were allotted to education and public 


~ 
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welfare. Apart from the direct taxes levied by | 
the municipalities of Canada, these various burdens 
were almost entirely supported by indirect taxation 
consisting of customs duties and excise. These 
debts and functions of government and_ these 
sources of revenue were now to be allotted between 
the provinces and the new Dominion. 


The Division of Responsibilities and Revenues 
under the British North America Act 


The new financial settlement was in part deter- 
mined by the legacy of debts and the character of 
the economy. It was guided by the prevailing 
philosophy of the functions of government and the 
fiscal experience of the past. But within these 
conditions, the actual shape of the revised system 
of public finance was dictated by the purposes 
which the new political structure was designed to 


serve. In the future, the Federal Government 
was to provide for defence and have jurisdiction .. 
over interprovincial communications. It was ~ 


required to build the Intercolonial railway; expected 
to deepen and improve the canal system of the St. 
Lawrence; pledged to open up communication with 
the West; in short, it was to take the major respon- ~ 
sibility for national security and national develop- 
ment. The transfer of these costly functions would 
greatly reduce the burdens on the provincial 
governments. 

Because the Dominion was to assume the respon- 
sibility for development, the massive community 
equipment and assets of the provinces, which could 
be adapted to its purpose, were to come under 
Dominion control and it was to assume the debts 
which the provinces had incurred in acquiring them. 
Harbours, lighthouses, steamboats, canals and rail- . 
ways were to be brought within its jurisdiction 
and where owned by the provinces, to become the 
common preperty of the Dominion. With minor 
exceptions, the public debts of the provinces were 
completely assumed by the Dominion. This is 
indicated in detail in Table 5A on the following 


page. 


es 
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TaBLE 5A.—PRoVINCIAL ASSETS AND LIABILITIES ASSUMED BY DOMINION AT CONFEDERATION 


(Thousands of Dollars ) 
Total T 1 
P Assets and ops Prince ota 
— Province | now. | Nove | Liebiits | Drtth, | Edward | Asst and 
runswic cotia assumed by slan 
Canada Dominion |JU!Y 20, 1871) Jury 1, 1873 | assumed by 
July 1, 1867 
Debt assumed by Dominion: 
WiTecteOSh Gs. Ce hc. teen lee aa neces Cicieraky: alae ire seete tiara ea 59,621 5,146 6,062 70,829 1,168 1, 688 73, 685 
Guaranteed): Debtey1a soca ie sista Wid) stadt auane Heddon _ —— 15 — — 150 
Savings Bank. Deposita! i. sb ts We. cae rel clon eee ebeieiaits — 777 645 1,422 — 250 1,672 
Treasury, Notesim Circulation. en eee mee eaten 3,114 —_ 606 3,720 — () 3,720 
PP OMPOTATy, LOANSs Leh sacra sie este eee eeke: Were aie ay hetanaremnt gence 3,097 108 342 3,547 310 —_ 3,857 
CWanitalilra burrs esses pacts eee asap teres teers ate a renee 8,212 1,869) 975@ 11,056 _ 2,021 13,077 
Currentihiabiiitiesr sie ogan ee aA ae tear steele 21 _ 404 425 10 140 575 
AWS EVR Ha NE VOR Sina ae TUN se ANE Ie Ls ae SET AMES ae 1,945 —_ _ 1,945 — _ 1,945 
Gross Debt assumed by Dominion..............0...0eeeeeeeees 76, 160 7,900 9,034 93, 094 1, 488 4,099 98,681 
eS. OOS OOS Oa _———__— _—_— —_________j |_____________________ } 
Assets taken by Dominion as Offsets to Debt: 

RSTRNT RAE NAS Md UNL Os SE SPA a A tas AP SR een 1,461 20 303 1,784 42 _ 1,826 
Sinking HUNas eee ony ee waste nies cee eaten cen Seah trae Nine: here, tes 1,889 _ _ 1,889 442 _ 2,331 
(Assets re) Guaranteed; Debt. aca. ccaoe ine oe ened site tees 3 — _ 37 ~- — 37 
RE VCSEIMORES ete eters xe eee Cotes ea ee are iar 390 87 _ 477 — —_ 477 
@urrenglAlsse ts ccc tves cle evade erete a Sloat eee ailwtstereretavelal nails’ s 321 = — 321 4 _ 325 

Total Assets taken by Dominion as Offsets to Debt............ 4,098 107 303 4,508 488 _— 4,996 
oS Eee oO Oo ——SS——S—SSSSS=_s SSS 
Net Debt Assumed by the Dominion........................5. 72, 062®) 7, 793 8,731 88, 586 1,000 4,099 93,685 
Ss | creeds | cetera aeansaacetaaaSaaaes | aoapanaesaassaspssasateaneatonens ———SSSSSS__ 
Debt-Alowance:asipen BuNsAw Acts. teas: sehen cite cious oases 62,500 7,000 8,000 77,500 1,666 4,701 83,867 
Assets transferred to Dominion: 
TMVESEMIONER ee memie seine eles cleo meatlasrelere alten elakot  ctdteluie's 607 ca _ 607 _ _ 607 
Loans, Advances, etc., excluding railways, on which partial 
ONno Interest WAB DAIG is). oo kaa el ere cee da es 1,150 240 _ 1,390 — — 1,390 
Public Works and Loans to Railwaye: 
Railways—Direct Investments and Loans.............. 33, 256(e) 4,514 6,123 43,893 — 1,213 45,106 
Canals and Harbour Improvements...............2.05- 21,296 (c) (o) 21, 296 () 6, 21,296 
Roads andy rid Pes eee, Lint: Misa ee ye ae em Oe vee. A 1,703 (c) (o) 1,703 (0) (e) 1,703 
Public Buildings and Miscellaneous Works.............. 4,607 (e) (e) 4,607 (e) (0) 4,607 
Total Public Works and Loans to Railways........... ..... 60, 862 4,514 6,123 71,499 _— 1,213 72,712 
GUTTONEFABSCEB cocoate caer Hoots csielelne pain earn Oil mre ne lats 144 — — 144 —_ —_ 144 
Total Assets transferred to Dominion...............-.-.ee-ceees 62, 763 4,754 6,123 73,640 —_ 1,213 74, 853 


) Subsequent adjustments, due largely to capitalization of annuities, increased the net debt of the Province of Canada to $73,006,088.84 at June 30, 1872. 
(>) Commitments for subsidies to railways in the course of construction. At June 30, 1868, $465,764.57 had been paid on this account. 


} e) Light Houses, Harbour Improvements, Roads and Bridges and other public works were transferred to the Dominion but as they were charged 
originally to current revenue, they do not appear in the statement of assets. 


(4) Except for $21,437.47 for provincial pensions capitalized, this comprises commitments for subsidies to the Windsor and Annapolis Railway. 

) Treasury Notes in circulation on June 30, 1873, amounting to $37,311.10, were called for cancellation by the Province. 

() Balance due on commitments for construction of the Prince Edward Island Railway. 

‘s) Loans and unpaid interest, Grand Trunk Railway, Great Western Railway and the Northern Railway. Unpaid interest amounted to $13,060,000, 


Debt allowances, in round sums but calculated 
roughly on an equal per capita basis, were allotted 
to all provinces; it was provided that provinces 
whose actual debt fell below the allowance should 
receive interest at 5 per cent per annum from the 
Dominion on the difference, and the provinces 
whose debts exceeded the debt allowance should 
pay interest on the excess at the same rate. 

The magnitude of the burdens, actual and 
prospective, which were being transferred to the 
Dominion, called for commensurate fiscal resources 
and powers. Therefore, it is not surprising that 


many of the Fathers spoke as if all the significant 
powers of taxation were to be given to the 
Dominion. At Sherbrooke, Galt declared, as if 
speaking of an undivided power, that “the power 
of taxation had been confided to the General Legis- 
lature”.55 Both the Quebec and London Resolu- 
tions stated that subsidies were to be paid to the 
provincial governments “in consideration of the 
transfer to the General Parliament of the powers 
of taxation”.56 Although it was expected at the 


55 Speech on the Proposed Union, p. 11. 
56 Quebec Resolutions No. 64; London Resolutions No. 62. 
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in the future. 


time that the Federal Government would rely 
upon the accepted and well-tried devices of indirect 
taxation, such as customs and excise, for raising 
the necessary revenues, the possibility that unfore- 
seen circumstances might compel it to extend its 
levies to direct taxation as well persuaded the 
framers to give the Dominion unlimited powers 
of taxation. 

National security, national development and the 
fostering of trade and commerce by appropriate 
regulation were regarded by the Fathers as the 
great functions of government. They were also 
the functions which they thought likely to expand 
When these had been transferred 
to the Federal Government, the provinces were 


- left with functions, the burden of which was 


not expected to grow. They would be required to 
support a civil government establishment; to 
maintain a number of local public works and to 
undertake the administration of justice. But the 
heaviest duties of civil government and the onerous 
burden of the great public works would be lifted 
from their shoulders. The support of education 
was to come within their sphere and their control 
over “Generally all Matters of merely local or 


_~ private Nature in the Province” and over “the 
_ Establishment, Maintenance and Management of 


~ Hospitals, Asylums, Charities and Eleemosynary 
- Institutions in and for the Province” implied 


responsibility for social welfare problems which got 
‘beyond the resources of charitable and municipal 
organization. 

Of the functions remaining to the provinces, the 


’ —gupport of education bulked the largest financially. 


It took the form of financial assistance and did not 
require extensive administrative machinery. More- 
over, the assistance was of a modest character. The 
nature of the economy explains the small per capita 
expenditure on education. In the self-sufficient 
rural or village society of the time, education in a 
broad sense was obtained without much benefit of 
formal schooling. There was a farm and fishing 
apprenticeship in fact as well as a craft apprentice- 
ship, none of which involved the expenditure of 
public funds. Schooling was not compulsory. The 
professions afforded few openings and parents 
wishing to prepare their children for such oppor- 
tunities were expected to pay for their education 
at private schools.57 The technical complexity of 
our society in more recent times, which has 
revolutionized educational methods and costs lay 
far ahead and unforeseen. 


57 Some grants were made to colleges but they were insignificant 
in amount. 
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Provincial payments for public welfare were 
even smaller than those for education ranging in 
1866 from 6 per cent of total current expenditures 
in Nova Scotia to 3 per cent in Canada, the latter 
percentage indicating that a considerable share of 
this burden had been unloaded on the munici- 
palities. In fact, most of the provincial expendi- 
tures on public welfare took the form of assistance 
to municipal institutions and private charities. 

New Brunswick alone of the provinces had 
established a permanent board of public health in 
1866. When the cholera epidemic startled Canada 
into establishing a temporary central board of 
health in 1849, there was considerable objection to 
assisting private misfortune out of the general 
public funds.58 This spirit was still dominant in 
matters relating to public welfare. All provinces 


were contributing to the care of the insane but the _. 


amounts were small. The poor and the disabled, 
the aged and the orphans, were left to the care of 
municipal and private organizations, assisted, if at - 
all, by small government grants. 

The self-sufficiency and solidarity of the family 
carried a great deal of this burden of providing 
social security for the unfortunate. Periodic 
unemployment generally meant no more than a 
temporary retreat to the family homestead. There 
was nothing in the experience of the Fathers to 
suggest serious defects in this pattern of social 
security. Indeed, there was a disposition to speak 
hopefully of a time when private charity would 
relieve the governments of their existing commit- 
ments for public welfare.59 Personal responsi- 
bility was the ideal of the time and many looked 
forward to a society where it would be perfectly 
realized. 

The functions which were left to the provinces 
were important but their cost was not large. The 
minor financial role which was conceived for the 
provinces in the federation is emphasized by the 
frequent equation of them to great municipalities. 
Galt, in his speech at Sherbrooke declared that 
the local legislatures would be “municipalities of a 
larger growth”’69 and members of the Canadian 
legislature from Upper Canada frequently spoke 
of them in the Confederation debates as “local 
municipal parliaments’ and as “large municipal 
deliberative bodies’.61 Tupper, at the Quebec 
Conference, said it was proposed “to preserve the 
Local Governments in the Lower Provinces because 


58 Canadian Public Health Journal, 1929, p. 140. 

59 Speech on the Proposed Union, p. 15. 

60 Tbid., p. 15. 

61 Appendix 2—D. G. Creighton, British North America at 
Confederation, p. 83. See also p. 79. 
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we have not municipal institutions’.62 In the 
Prince Edward Island Assembly, George Coles 
complained that “in this House, scarcely anything 
should be left for us to do, but to legislate dog 
taxes, and the running at large of swine’.63 There 
was repeated reference to “how insignificant are 
the matters, agreed . to be left to the Local 
Governments”.64 

The calculations of the amounts required for 
the operation of the provincial governments after 
Confederation on which the financial settlement 
was based show the extent to which functions were 
to be transferred. Tupper estimated that Nova 
Scotia, which had had an outlay in 1863 of over 
a million dollars, would be able to meet her 
responsibilities after Confederation with $370,000. 
Similarly, the New Brunswick delegates to the 
Quebec Conference undertook to perform the local 
services for $353,000 after Confederation, in com- 
parison with an expenditure of $885,000 in 1863. 
Canada had spent almost $11 million in 1863 and 
the new Provinces of Ontario and Quebec were 
expected to reduce their annual expenditures to a 
combined total of something over $2 million.65 


The Federal Government was to assume virtually 
all the provincial debts and the large expanding 
functions of government. With greatly reduced 
responsibilities, the provinces could have no need 
for access to the great sources of revenue of the 
day. Accordingly, section 92 limited the provinces 
to direct taxation within the province. The 
provinces were given the public domain with its 
incidental revenues and a power to impose a 
variety of licences and fees. These were the 
sources from which the provinces were expected 
to finance their activities. The customs duties and 
excise taxes which provided the great bulk of the 
revenues were reserved exclusively to the Federal 
Government. 


62 Pope, Confederation Documents, p. 85. 
68 P.H.L. Assembly Debates, 1865, pp. 65-7. 


64 George Brown, at the Quebec Conference. 
federation Documents, p. 77. 


See Pope, Oon- 


85 The figures for the three provinces are those given by Galt 
in his Sherbrooke address. 


TABLE 6.—PERCENTAGE DISTRIBUTION OF COMBINED 
PROVINCIAL AND MuNIcIPAL REVENUES— 
FiscaL YEARS ENDED 1866 


——LSS.-s;C_ OSS 


Province New 
a fo) Nova Brung- Total 
Canada Scotia wick 
Taxes: 
Customses sceeciesere naw 45 75 72 49 
POxCise eo ioe anes ete 11 — — 10 
Realtyid, act tua cee 23 7 9 21 
Other a rte seen 5 1 1 4 
Sub-total......... 84 83 82 84 
Licences, Permits, Fees, etc... 5 2 3 4 
Public’ Domaine eae 5 8 i 6 
All'Other © ana 6 iz 8 6 
Total a een eee 100 100 100 100 


) Revenue from post office and from sales of other commodities and 
services are excluded. These are offset by corresponding expenditures. 


Revenues Left to Provinces Fall Short of Require- 
ments—gulf bridged by federal subsidies 


The transfer of customs and excise to the 
Dominion left the provincial governments with less 
than one-fifth of their former revenues. Modest 
as were the responsibilities they retained, these 


revenues fell considerably short of meeting them. - 


They were given the power to levy direct taxes 
but the discussions of the Confederation period 
indicate that the provincial governments were not 
expected to use it.66 Direct taxes were extremely 
unpopular; they had never been levied by the 
provinces, and, as already pointed out, the nature 
of the economy made the administration of direct 
taxation except by municipalities very difficult. 

In these circumstances, the Fathers felt obliged 
to seek other means of meeting the prospective 
deficits of the provinces. The task was compli- 
cated by the fact that the deficiencies were much 
more serious in some provinces than in others. The 
relatively mature municipal system in the Prov- 
ince of Canada carried a large share of what would 
otherwise have been provincial responsibilities. 
Practically all the municipal revenues were raised 
by a direct property tax. In 1866, the munici- 
palities of Canada collected nearly a third of 
the total provincial and municipal revenues. The 


surrender of customs and excise to the Dominion _ 


and the provincial power of direct taxation left 
this municipal revenue system intact. In the 


66 “Tt was expected and intended, and for a full generation 
it was a fact, that the federal subsidies and revenues of the public 
domain would provide a sufficient revenue for the provinces.” 
Ex. 297, Brief of Ont., p. 15. 


Maritimes, on the other hand, municipal develop- 
ment had scarcely begun and public expenditures 
in the localities were being financed largely out of 
general taxation—from customs revenues which 
yielded considerably more per capita than in the 
Province of Canada and which would be handed 


_ over to the Dominion at Confederation.68 Thus - 
- prospective deficiency of provincial revenues under ~ 
_the settlement varied inversely with the degree of © 


municipal development. While Ontario and Quebec 


were to retain, between them, almost half of the. 
total provincial-municipal revenues collected in the - 


old Province of Canada,69 Nova Scotia and New 
- Brunswick were to retain only about one-fourth. 


TABLE 7.—DEFICIENCY OF PROVINCIAL REVENUES AFTER 
CONFEDERATION AS ESTIMATED BY GALT 


—-- Local Local Deficit 
Revenues Outlay 
Canada....... -| $1,297,000 | $2,260,000 | $963,000 or 38 
cents per capita 
Nova Scotia....... 107,000 667,000 | $560,000 or $1.70 
per capita 
New Brunswick.... 89,000 424,000 | $335,000 or $1.33 
per capita 


In his speech at Sherbrooke, Galt presented 
estimates of what the expenditures of the provincial 
governments on their reduced responsibilities would 
be and of the income to be anticipated from the 
revenue sources left in their hands. These esti- 
mates were based on the financial position of the 
provinces in 1864 and as they provided the basis 
of discussion for the subsidy calculations, they are 
~set out in Table 7. They show prospective deficits 
-ranging from $1.70 per capita in the case of Nova 
Scotia down to 38 cents per capita for the new 
Provinces of Ontario and Quebec. The Table shows 
the extent of the gap which somehow had to be 
bridged if the main lines of the proposed financial 
settlement were to be retained intact. 


68 Thus New Brunswick and Nova Scotia would lose 72 per 
cent and 75 per cent respectively of their combined provincial- 
municipal revenues while Canada would lose only 56 per cent. The 
realty and other miscellaneous taxes collected almost entirely by 
the municipalities in Canada amounted to nearly a third of the 
total public revenues (municipal and provincial) in 1866. In the 
Maritimes, these direct taxes yielded less than 10 per cent of the 
total revenues. See Table 6. Developed municipal institutions 
accompanied greater urbanization which was presumably an indi- 
cation of higher taxable capacity. 

69 The position of Ontario was considerably better than that 
of Quebec where municipal development was still in its early stages. 
It is impossible to disentangle the municipal revenues attributable 
to the two separate areas of Canada before Confederation and no 
accurate statement of the relative position of the two new provy- 
inces can be made. 
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There was a strong desire to avoid the device of 
annual subsidies from the Dominion to the prov- 
inces. However, the framers of the settlement 
refused to give the provinces a concurrent power 
of indirect taxation lest it be used to establish 
interprovincial trade barriers and they did not 
believe it was politically possible to impose direct 
taxation.79 Thus there was no real alternative 
and subsidies were introduced to bring provincial 
revenues to a level with minimum estimates of 
future expenditures. 

The Quebec Conference found considerable 
difficulty in reaching a subsidy . formula which 
would satisfy the demands of equity, ‘and meet the 
wide variation in the-anticipated deficits of the 
different provinces. The prevailing individualism 
which enforced representation by population in the 
political sphere assumed without question that the 


first principle of equity in the financial settlement , / 


was per capita equality. However, a per capita — 
annual payment which would bridge the gap for 
Nova Scotia or New Brunswick would give 
Ontario far more additional revenue than appeared 
necessary. Moreover, it would require total annual 
subsidies in excess of $5 million a year. This was 
too large a deduction from the prospective annual 
revenues of $12 million to be collected by the 
Dominion which was undertaking such great 
responsibilities. Accordingly there was pressure to 
reduce the estimates of provincial needs. Nova 
Scotia, where the greatest deficit was expected, 
revised its estimate of expenditures to a figure 
which would require an 80 cents per capita subsidy 
to bridge the gap. This standard, which brought 
the total annual subsidies below $3 million, was 
adopted as the basis of settlement. 

This arrangement was still open to the objection 
that it gave Ontario more than was necessary while 
it was a very tight fit for Nova Scotia. New 
Brunswick, pleading special need, was granted an 
extra $63,000 for a period of ten years. The 80 
cents per capita subsidy was modestly supple- 
mented in the final settlement by lump sum grants 
for the support of general government, and the 
provinces were launched with these subsidies as 
the solvent for their financial weakness. 

Although the financial settlement quickly proved 
to be intolerable for Nova Scotia—a revision being - 
necessary in 1869—its principal features stood for 
many years and, with minor modifications, it was 
applied to new provinces as they joined the- 
Dominion. Its terms were written into the British - 


70 Appendix 2—D. G. Creighton, British North America at 
Confederation, p. 85 
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North America Act and the subsidies agreed upon 
were declared to be “in full Settlement of all 
future Demands on Canada”. If the provinces 
chose to increase their expenditures materially, it 
was intended that they should obtain their addi- 
tional] revenues entirely from the revenue sources 
allotted to them. 


Summary—the great responsibilities and _ the 
dominant financial position of the Federal 
Government 


The financial settlement underlines the various 
statements of the Fathers as to the great functions 
of the new Dominion and relatively minor financial 
role to be played by the provinces. The important 
responsibility for national defence was transferred 
to the Dominion and the provincial treasuries were 
relieved of the incalculable burdens which it might 
entail. The largest single item of public expendi- 
ture in the colonies had been the promotion of 
economic development. One of the major purposes 
of Confederation was to apply still greater energies 
to this task and to provide still larger financial 
resources for the purpose. In effect, the Dominion 
was a great holding company designed to unify 
the efforts of the colonies in realizing the oppor- 
tunities of a transcontinental domain. All the 
provincial assets which could be adapted to that 
purpose were transferred to the Dominion as were 
the debts which the provinces had incurred in 
acquiring them. The burden of the functions left 
with the provinces was expected, in per capita 
terms, to grow lighter rather than heavier. In the 
economic and social conditions of the time, the 
cost of education and public welfare was not 


expected to increase disproportionately to the © 
growth of population. It was anticipated that © 
rapid extension of municipal institutions would 
carry any additional burdens which these services 
might involve in the future and would reduce the 
outlay of provincial governments upon them. 
The transfer of the dynamic, expanding func- 
tions of government to the Dominion while the 
provinces retained those which were thought to - 
be static or likely to decline explains the lop- - 
sided division of the revenue sources of the time: 
The Dominion was given an unlimited power of 
taxation to enable it to meet the growing as well 
as the unpredictable responsibilities of the State. 
The provinces were left with but fractions of their 
former revenues. The power of direct taxation 
had to be given to the provinces in order that 
they might confer that power on the municipalities 
which they were expected to create. But all the 
circumstances of the day seemed to indicate that 
direct taxation could not be fruitfully employed by 


71The per capita subsidy was based on the census of 1861, 
As agreed at Quebec, this basis was not subject to change with 
rising population. However, at London, a concession was made 
to Nova Scotia and New Brunswick, allowing a decennial revision 
in their cases until a population of 400,000 was reached. 


other than municipal governments. It was expected 
that any additional revenues which a province 
might need would be found in the growing receipts 
from the public domain rather than in direct. taxa-. 
tion. Subsidies were introduced to make it barely) 
possible for the provinces to balance their budgets. + 
These subsidies were conceived to be final and, \ 
subject to a minor exception,71 were not intended / ~ 
to grow with the growth of population. Di aes 
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CHAPTER II 


THE FIRST THIRTY YEARS 


1. Tur Economic AND CONSTITUTIONAL 
BACKGROUND 


The enactment of the British North America Act 
did not of itself assure that balance between 
national loyalties and interests and_ provincial 
loyalties and interests which an effective federal 
system requires. The Act merely provided a frame- 
work within which such a balance might be 
established. During the first thirty years, Canada 
had to search for an equilibrium between these two 
sets of forces. In the early part of the period, the 
internal and external influences which brought 
about Confederation continued to operate and their 
momentum carried the nation-builders through to 
the main objectives of the union. The Dominion 
Government vigorously attempted to bring into 
being the centralized federalism which it recog- 
nized as the intention of the Fathers of Confedera- 
tion. In the later part of the period, provincial 
loyalties arose in the new provinces and reasserted 
themselves in the old. Provincial governments con- 
tested the dominance of the Dominion and won 
a signal victory for “provincial rights’. The 
optimism and buoyancy of the first years fixed 
men’s eyes on the broader horizons. In the con- 
tinued depression of the later years, the visions 
faded and Canadians were compelled, in the urgent 
need for adjustment, to turn to the older and more 
obvious realities of provincial and local community 
life. In the tug of these forces, the relative strength 
of national and provincial sentiment gradually 
became clear and the working principles of Con- 
federation began to emerge. 


Rounding Out the Union—Dominion’s aggressive 
program to build a transcontinental economy; 
all-Canadian transportation and western settle- 
ment 


The Fathers of Confederation were the agents of 
the unifying forces. It was they who had the 
visions of expansion and they who took the helm 
of government in 1867. As federal cabinet ministers 
and lieutenant-governors of provinces, they pressed 
on without serious challenge to round out the union. 
The attitude of the United States was still aggres- 
sive and no settlement of its serious differences 
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with Great Britain had been reached. In the 
face of these alarming circumstances, the Dominion 
Government was forced prematurely into the race 
for the West. In 1870, the lands of the Hudson’s 
Bay Company were acquired and the new Province 
of Manitoba was created. The burden of debt. in 
British Columbia was, by this time, more oppressive 
than ever and the final collapse of the gold boom 
made it difficult to hope for or to justify the con- 
tinued separate existence of the colony. Thus the 
promise of a railway easily brought British Columbia 
into Confederation and the Dominion from sea to 
sea became a reality in 1871. 

In the meantime, Prince Edward Island had 
succumbed to the lure of railway building. In 
1863, the public debt of the Province had been 
little over $250,000. Ten years later, the total 
provincial liabilities including the commitments for 
the construction of the Prince Edward Island Rail- 
way were more than $4 million. This was a 
paralyzing load and the island province which had 
resisted persuasion in 1866 now accepted the 
promise of salvation through the remission of debts 
and entered the Dominion in 1873. 

Economic conditions were favourable to the 
completion of these political objectives. The new 
Dominion was launched on a rising tide of world 
prosperity and the assumption of the debts of the 
new provinces was no excessive burden to the 
federal treasury. In Great Britain, economic 
activity was stimulated by easy money and a 
booming foreign trade; in the United States, by 
tremendous railway expansion and post-war recon- 
struction. Between 1868 and 1874 Canadian 
exports to Great Britain were doubled and, with 
growing demand and higher prices, a 30 per cent 
increase in exports flowed into the United States 


over the trade barriers which had replaced the 


Reciprocity Treaty. Larger markets for lumber 
benefited New Brunswick and the Ottawa Valley. 
Nova Scotia greatly increased its exports of fish 
and recovered its markets for coal in the United 
States. Shipbuilding in the Maritimes approached, 
in 1874, the high ‘peak attained during the Civil 
War. Agriculture, the most important industry in 
Ontario and Quebec, nearly doubled its exports in 
this period. 
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In this atmosphere of general expansion and 
prosperity, the Federal Government undertook 
without hesitation the territorial rounding out of 
the Dominion, and the transportation develop- 
ments which were to promote trade between the 
separate regions. The Intercolonial was built and 
the canal system of the St. Lawrence was deep- 
ened. Expenditures on public buildings, harbours 
and wharves were greatly increased. With the 
entrance of British Columbia into the Union in 
1871, the building of the Pacific railway became 
a definite commitment and by 1873 the Dominion 
had pledged generous assistance to Sir Hugh Allan 
and his associates in building the railway over an 
all-Canadian route. 


The decision to build the railway entirely 
through Canadian territory was of fundamental 
significance. Before Confederation, the colonies 
had been faced with two broad alternatives. One 
was to be drawn into the economic orbit, and 
probably also into the political system, of the 
United States. This would have led to integration, 
in each area according to its particular character- 
istics, with the common neighbour. The economic 
development of each region would have been deter- 
mined by the relationships it managed to establish 
with the country to the south. On the eve of 
Confederation, it seemed that the price of such 
relationships would not be less than _ political 
assimilation. This consideration turned the colonies 
to the other alternative which was to ensure 
political independence through a union of their own 
and to seek strength and prosperity by a national 
economic integration based on an expanding inter- 
regional trade. The pull to the south was strong. 
The establishment of an east-west integration 
would require bold and far-sighted policies of 
national development. 


The first of these policies was to provide east- 
west channels of trade independent of the United 
States by building a transcontinental railway wholly 
over Canadian territory. Such a railway would 
open the undeveloped lands of the West for settle- 
ment and fix the political and economic destiny of 
the area. But the construction of such a line over 
empty distances and forbidding mountains could 
not be undertaken without extensive public assist- 
ance. This fact pointed to the second policy which 
was indeed an essential complement of the first. 
The public lands of the Northwest were to be 
used by the Dominion to promote railway expansion 
and rapid settlement. Land grants would provide 
the greater part of the public assistance required 
by the railwavs. The railwavs. in turn, would make 


the lands valuable and a free homestead system 
would attract a rush of settlers. The decisions to 
build an all-Canadian railway and to establish a 
vigorous Dominion land policy were basic national 
decisions which, together with the adoption of the 


protective tariff which was soon to follow, fixed the | 


pattern of subsequent economic development in the 
Dominion. 

The technique of combining railway construction 
and settlement had already been devised and 
demonstrated in the United States where Cana- 
dians had observed the results with envy. Its 
main features were railway land grants and the 
free homestead system. The Dominion assured 
the application of these to the Canadian frontier 
by the Manitoba Act of 1870. This statute with- 
held the public lands from the control of the 
Province and provided that all “ungranted or 
waste lands” in the entire Northwest should be 
“administered by the Government of Canada for 
the purposes of the Dominion”. These purposes 
were made manifest by the free homestead 
provisions of the Dominion Lands Act of 1872 
and the grant of 50 million acres of western lands 
to the Pacific railway syndicate in 1873. 

By 1873, in the short space of six years, the 
framework of the new transcontinental economic 
and political system had been erected. The con- 
tinued rapid expansion of the United States had 


ee 


given the enterprise an urgency it might otherwise | 


have lacked. The “race to the Pacific’ had been 


won and the vital railway and settlement policies 
had been launched. These were ambitious policies 
for a small and scattered people but the nation- 
builders were undeterred by such reflections. “We 
must not be dribblers in this matter’, said the 
Minister of Finance in 1869. “The opening up of 
that territory [the Northwest] must be accom- 
plished in a large and comprehensive way.”1 The 
charge of dribbling could scarcely be laid against 
them. In six years the Federal Government had 
committed itself to capital expenditures of almost 
$100 million,2 as compared with the total debt of 
$93 million accumulated by all the colonies in their 
century of existence before Confederation. But 
the Government was confident of the ability of 
the country to carry this burden with ease once 
the magic of its policies began to work.? In the 
meantime, the rising prosperity of the country 
made the initiation of these policies immediately 


1 Budget Speech, May 7, 1869, p. 34. 

2$30 million for the Canadian Pacific Railway, $144 million 
more for the Intercolonial and Maritime railways, almost $44 
million for canals and $8 million for miscellaneous works. 


3 Budget Speech, April 1, 1873. 
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possible. Between 1868 and 1874, Dominion 
revenues nearly doubled, most of the increase 
coming from customs duties. This buoyant 
financial condition enabled the new Federal Govern- 
ment to consolidate the union and assume the 
dominant and aggressive role which the Fathers of 
Confederation had assigned to it. The greatness 
of its enterprises caught the imagination and 
evoked the beginning of a national consciousness. 


The Dominion’s Paternalism toward the Provinces 
—its claim to dominance 


The Dominion Government not only asserted its 
leadership in economic development; in its attitude 
toward the provinces, there was much of the old 
paternalism’ which had marked the actions of the 
Imperial Government in colonial days. It main- 
tained that the Lieutenant-Governor was a 
Dominion officer whose duty it was to reserve bills 
according to instructions from the Governor General 
in Council. In 1868 Sir John A. Macdonald, as 
Minister of Justice, declared that the Federal 
Government would be called upon to consider the 
propriety of allowance or disallowance of provincial 
enactments much more frequently than the Imperial 
Government had done in the recent past. 

In accordance with this policy, 51 bills were 
reserved® and 65 acts disallowed? in the first thirty 
years and, of these, 39 were reserved and 29 
disallowed in the first ten years of assertive 
Dominion leadership. The federal authority pro- 
posed to refuse assent on reserved bills and to 
disallow legislation on several grounds. Thus, it 
claimed the substantially judicial function of 
deciding whether provincial legislation was ultra 
vires. It stood ready to invalidate provincial 
enactments which it thought unjust or contrary 
to sound principles of legislation. It was prepared 
to veto legislation which, according to its view, 
conflicted with imperial treaties or policies, or with 
Dominion interests and policy. 

It was quite in harmony with this theory of its 


superior position that the Dominion maintained its 


sole right to supplement the original financial 


‘arrangements of 1867 or to fix the terms of admis- 


sion of new provinces. In 1869, the Dominion 
Parliament itself increased the subsidies to Nova 


4See Dominion-Provincial Legislation, 1867-95, pp. 104-5 per 
Sir John A. Macdonald in 1873 and pp. 77-8, Report of the 
Committee of the Privy Council in 1882. 

5 Ibid., pp. 61-62. 

6 Memorandum on the Office of Lieutenant-Governor of a 
Province, Department of Justice, Ottawa, 1937, pp. 51-60. 

7See Memorandum on Dominion Power of Disallowance of 
Provincial Legislation, Department of Justice, Ottawa, 1937, pp. 

-69, 
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Scotia. A protest by the Ontario Legislature to 
the Imperial Government against this unilateral 
action of the Dominion was of no avail, drawing 
from the Colonial Secretary a reply that the 
Dominion Parliament had power to make such 
adjustments. In 1870 and 1871, Parliament, of 
its own motion, gave Manitoba and British 
Columbia a larger representation in its councils 
than the principle of population would have 
warranted. Arguments that these modifications 
were contrary to the constitution and required the 
consent of the provinces were brushed aside and 
the request for imperial legislation to validate the 
large scheme of the Manitoba Act of 1870 was 
made, in accordance with the proposal of the 
Opposition, by joint address of both Houses of 
Parliament without consulting the provinces. 

However, the forces which made this Dominion 
leadership and predominance possible waned 
rapidly after 1870. In that year, the Red River 
Rebellion ended and the last Fenian Raid failed. 
In 1871, with the entrance of British Columbia, 
the Dominion tightened its hold on the West. The 
outstanding disputes between the United States and 
Great Britain were settled by the Washington 
Treaty in the same year and the Republic accepted, 
by implication, the accomplished fact of a trans- 
continental Dominion. It is significant that the 
departure of the last imperial troops®8 from Quebec 
in 1871 did not bring any sudden and vigorous 
measures for Canadian defence by the Dominion 
Government. The Dominion was not compelled, 
after all, to battle for its existence. The political 
and military purposes which had helped to justify 
its creation slipped from the minds of a pacific and 
unapprehensive people. 


The Great Depression—check to the Dominion’s 
aggressive program of development and the 
adoption of the National Policy of protective 
tariffs. 


At the end of 1873, the boom broke and was 
followed by world-wide depression. In the United 


States, it involved a sharp contraction in railway 


and building construction; in Great Britain, a 
severe contraction of credit and a steep decline in 
foreign trade. The fall in prices and international 
lending brought an abrupt check to economic 
expansion in new countries. In Canada, the first 
effect of this general depression was a decline in 
the demand for lumber. Between 1873 and 1879, 


8 Britain continued to man military stations at Halifax and 
Esquimalt and the last garrison did not leave Halifax until the 
beginning of the twentieth century. 
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exports of forest products fell by one-half. The 
prices of manufactured goods fell more rapidly than 
those of agricultural products but by 1876 the 
country was generally enveloped in depression 
which grew slowly worse until 1879. In the latter 
year, both the price level and the physical volume 
of exports had fallen by 20 per cent from the peak 
of 1873. 

The depression was rapidly translated into 
falling public revenues while the public debt 
continued to mount. The Federal Government was 
driven to serious reconsideration of the extensive 
projects which had been launched in the preceding 
prosperous period. Boundless optimism was 
succeeded by unrelieved gloom. The Government 
had reaped but little reward for its huge expendi- 
tures and it could see no hope of generous returns 
for years to come. Alarmed at the mounting burden 
of debt, the Federal Government retreated from its 
aggressive program of development. The Inter- 
colonial, the Prince Edward Island railway and 
the canal improvements were carried to comple- 
tion. But no new projects were undertaken and, 
following the Pacific scandals, the agreement for 
the construction of the Pacific railway was dropped. 
The new government of Alexander Mackenzie 
announced a policy of building the railway as a 
public work but only as the resources of the 
country would permit. 

The Great Depression, which continued almost 
unrelieved for over twenty years, had serious con- 
sequences for the entire country. As time went on, 
the national policies of the Dominion, which were 
to have brought abounding prosperity through 
western expansion and settlement, were discredited 
by failure. The men, money and markets, 
necessary for the successful operation of the 
expensive national machinery, failed to materialize. 
The great community equipment lay almost 
unused, an oppressive burden on the country. 

As the depression continued, the old agitation 
for a policy of protection to domestic industries 
gathered increasing force and acquired a wider 
appeal. The tariff policy during the first twelve 
years was primarily designed for revenue purposes. 
There was much resentment and dissatisfaction 
over Confederation in the Maritimes. Among other 
things, the Maritimes feared an upward revision of 
tariffs and the Federal Government was anxious to 
conciliate them by removing any ground for such 


®The expression “national policies’ as used throughout this 
Report refers to federal economic policies such as western 
settlement, all-Canadian transportation and protective tariffs. In 
the capitalized singular form, the “National Policy” refers solely 
to the policy ot protection adopted in 1879. 


fears. Furthermore, the Dominion was anxious not 
to provoke tariff retaliation by the United States 
with which Canada enjoyed a growing trade in this 
period.10 

Thus the early Canadian tariff structure retained 
the main features, though not the exact rates, of 
the pre-Confederation tariffs in the provinces. 
Luxuries paid high rates, the great bulk of finished 
manufactures paid 15 per cent, raw materials and | 
most semi-finished goods entered free. The only 
general change in the tariff before 1879 occurred 
in 1874 when the 15 per cent schedule was raised 
to 174 per cent in an effort to maintain revenues 
in the face of falling imports. 

The main object of policy through the period 
was to get a renewal of the Reciprocity Treaty 
with the United States. However, the persistent 
advances to Washington were of no avail. The 
Washington Treaty of 1871 did not include a 
renewal of reciprocal trade relationships and the 
treaty which George Brown negotiated in 1874 was 
not ratified by the United States Senate. The 
Washington Treaty gave the Americans free access 
to Canadian Atlantic fisheries, free navigation of 
the St. Lawrence and the use of the canals on 
equal terms. Canada had hoped to bargain for 
reciprocity with these privileges but the British 
Government used them to advance the general 
interests of the Empire. All efforts to secure closer 
trade relations with the United States failed and the 
rebuffs aroused in Canada a desire for retaliation. 

“Reciprocity of trade or reciprocity of tariffs” 
became the slogan. There was still no doubt, 
however, that the former alternative was prefer- 
able. American industry had not yet grown up 
to the protective tariff. It had not yet achieved 
the special advantage of mass production, and it 
was handicapped by the high cost of iron and steel 
and by the inflated wage levels inherited from the 
Civil War. Canadian manufacturers were agreed | 
that they could compete successfully with the 
United States producers on the basis of a North 
American market.11 If, however, they were to be 
denied this wider market, they insisted that they 
could not share the limited market at home. If 
Canadian industry could not develop in relation 
to an industrial integration of North America, then 
conditions must be created to enable it to develop 
in relation to the opportunities of an economic 
integration of Canada. 


10This policy was announced in 1868 by the Minister of 
Finance in his speech on the Budget. 


11 See Canada, Journals House of Commons, (1876), Appendix 


The price decline which began in 1873 was much 
more pronounced in manufactured goods than in 
raw materials. Between 1873 and 1879 the price 
level of Canadian imports (mostly manufactures) 
dropped 26 per cent while the price level of exports 
fell by 8 per cent. This, together with the loss of 
natural shelter resulting from the decrease in trans- 
portation costs, bore heavily upon domestic indus- 
try and commerce. Declining inventory values 
inflicted heavy losses upon the distributive trades. 
The pressure of falling prices and _ increasing 
competition led to a general outcry against what 
was called the “slaughtering of goods” by the United 
States and Great Britain. Higher tariffs were 
urged to maintain the balance between imports 
and the local manufactures. And, of course, there 
was a more general demand for a protective policy 
as the panacea for depression. 

The high hopes for rapid development of the 
country and for the commercial and industrial 
benefits expected to flow.from such development 
were frustrated. While the previous Federal Gov- 
ernment had been aggressive in the work of 
development, the new Ministry was now timid and 
out of sympathy with the program. In the face of 
this apparent failure and hesitation, the policy of 
industrialization by means of the protective tariff 
was offered as the way out of stagnation, and as 
a new basis for economic expansion. Under 
existing conditions, this proposal had a wide 
popular appeal. 


After Confederation, attempts were made to , 
foster a Canadian national spirit, and industrializa- | 
tion by high tariffs was vigorously advocated as an > 


important step in this direction. This particular 
aspect of the policy was expressed by the Minister 
of Finance when he submitted the new tariffs to 
Parliament in 1879. He insisted that “the time 
has arrived when we are to decide whether we 
will simply be hewers of wood and drawers of 
water; . . . The time has certainly arrived when 
we must consider whether we will allow matters 
to remain as they are, with the result of being 
an unimportant and uninteresting portion of Her 
Majesty’s Dominions, or will rise to the position, 
which I believe Providence has destined us to 
occupy . . .”12 The policy which was to trans- 
form the economy and make a great nation was 
impressively labelled “The National Policy”. 
These various factors combined to bring about a 
vigorous policy of tariff protection in 1879. The 
upward revisions of the tariff were comprehensive 
and were designed particularly to promote domestic 


12 Budget Speech, March 14, 1879, pp. 22-3. 
8335—44, 
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production where imports were large. 
endeavoured to meet every possible interest . . 
said the Finance Minister. In general, if luxuries 
be excluded, the highest duties were imposed on 
finished consumers’ goods of widespread consump- 
tion, the rates being in the neighbourhood of 30 
per cent. The typical rate on fully manufactured 
industrial equipment and machinery was 25 per 
cent. Semi-finished goods and industrial materials 
paid from 10 to 20 per cent. The fact that many 
of the duties, particularly the most protective, 
were specific rather than ad valorem reflected the 
recent experience with falling prices. 

Textiles, which made up nearly 30 per cent of 
total imports and in which domestic manufac- 
turing, with the exception of coarse woollens, had 
made virtually no progress, were specially singled 
out for a substantial measure of protection.13 The 
added protection given to iron and steel and their 
products, the domestic production of which was 
appreciable only in the case of farm implements 
and the sheltered items (foundry products, certain 
rolled products and heavy machinery) was con- 
fined chiefly to the finished and highly fabricated 
articles.14 In the case of primary iron and steel, 
where imports were heavy, the duties imposed were 
small.15 Important items such as furniture, manu- 
factures of glass, chinaware and boots and shoes 
were given considerable increases in duties.16 While 
the bulk of miscellaneous manufactures paid 20 
per cent there were many cases of rates equivalent 
to 30 per cent or over. 

The increases in tariffs were also extended to 
agricultural products but in this case were largely 
ineffective, because, in most items, the country was 
on an export basis. A duty of 50 cents per ton was 
placed on coal and coke to enable Nova Scotia 
coal to reach the markets of Central Canada which 
were then being supplied entirely from the United 
States. 

It is clear from this brief analysis that the 
National Policy tariff of 1879 would be a powerful 


18 Cotton was given protection at all stages of manufacture 
with duties ranging from 20 per cent on yarns to 34 per cent on 
piece goods. The tariff on woollens ranged from 29 per cent on 
yarns to 34 per cent ready-made clothing. Silk piece goods and 
clothing paid 30 per cent. 

14(Carriages, wagons and railway cars, as well as miscel- 
laneous hardware and tools paid 30 per cent. A rate of 25 per 
cent was imposed on machinery, farm implements, boilers, tanks 
and engines, locomotive engines, bridge and structural steel, stoves 
and castings of all kinds. The duties on equipment and semi- 
finished articles such as chains, wire, galvanized sheet iron, tin 
plate and tubing ran from 10 per cent to 20 per cent. 

15Pig iron paid 12-5 per cent, the principal rolled items 
(except steel rails) 17-5 per cent, but steel ingots, rails, bars and 
fish plates remained free. 

16 Furniture and clocks paid 35 per cent, refined petroleum 38 
per cent, manufactures of glass 30 per cent, chinaware 25 per 
cent, woodenware 25 per cent, boots and shoes 25 per cent. 


52 


instrument for promoting domestic production in 
a wide range of articles and for diverting trade 
from international into interprovincial channels. 
With the extension of the protective principle to 
primary iron and steel by the introduction of 
bounties in 1883 and higher duties in 1887, the 
application of the policy was complete. The 
protective system thus established during 1879-87, 
although modified and refined, and from time to 
time changed in its emphasis, has never since been 
basically altered. It was a drastic change in the 
conditions under which the economies of the British 
North American colonies had grown up, and subse- 
quently was a major factor affecting the develop- 
ment and structure of the transcontinental economy 
which Confederation had created. It became, in 
truth, a national policy. 


Stagnation—unfavourable external influences and 
the disappointing results of the national 
economic policies 


During the years 1867-79, the three basic national 
economic policies were adopted. By settlement of 
the Northwest, transcontinental transportation 
through all-Canadian territory and industrializa- 
_ tion by protective tariffs, the Federal Government 
planned to bring about economic expansion and 
complete the unification of the country. Because 
of the dependence upon exports, foreign capital 
and immigration, they could become effective only 
if stimuli came from abroad. For over two decades, 
however, the external factors were unfavourable. 
The collapse of the boom in 1878 brought on the 
Great Depression which continued for twenty-three 
years. A persistent decline in prices, a sharp 
shrinkage in international lending and a low level 
of investment caused general economic stagnation. 
The Canadian economy, strongly affected by these 
influences, virtually stood still, although there were 
many internal shifts and changes. 


TABLE 8.—CANADIAN Price INpicss, 1871-96 


jE ines os Ti? Grains apis ‘ 
an an ron 
a 70 autor port port | Flour Meats 
(a) (b) (b) (a) (a) (a) 
USile(on ee ae 100 100 100} 100 100 100 
USS Bie wadeleeis as 79 91 73 93 90 61 
1891-0300 ou. ce 78 97 69 83 94 53 
SOG wo. sea wcisntc.cr, 65 86 60 62 68 48 


®) Taylor and Michell, Statistical Contributions to Canadian Economic 
Hsstory (orento, 1931), p. 56. 
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() 1873-75 = 100. 


The price level, which fell about 35 per cent 
between 1871-73 and 1896, was a continuous 
damper upon enterprise. The relatively greater 
drop in the prices of manufactured goods than in 
those of raw materials such as lumber and agri- 
cultural products was a striking feature of the 
decline. Thus import prices fell more rapidly than 
export prices and the terms of trade became 
increasingly favourable. However, the stimulating 
effects of this factor upon the exporting groups 
was largely nullified by the tariff increases of 
1879-87. 


Domestic production in many lines could not 
take advantage of the new tariff overnight and 
thus the most immediate effect of the tariff 
increases was a substantial rise in Dominion 
customs revenue. The improvement in Dominion 
finances coincided with a short period of general 
economic revival throughout the world from 1879 
to 1888. Encouraged by these favourable signs, 
Sir John A. Macdonald, on his return to power in 
1879, took up again the project of a transcon- 
tinental railway. The half-hearted policy of 
building it piecemeal as a public work was 
discarded and in 1880 a group of capitalists agreed 
to undertake an all-Canadian railway to the Pacific 
as a private enterprise. 


The Canadian Pacific Railway Company was 
promised substantial cash subsidies and grants of 
western lands. A monopoly clause in the agree- 
ment practically freed the Company from compe- 
tition in the area between its line and the American 
border across Manitoba and the Northwest Terri- 
tories. Surmounting stupendous difficulties, the 
railway to the Pacific was completed in 1885. 
During and after its construction, the Dominion 
tried to encourage the building of local lines in 
British Columbia and the Eastern Provinces by 
means of land grants and cash subsidies. The 
provinces and the municipalities also gave con- 
siderable assistance to railways in the same period. 
By 1896 this combined public assistance had 
secured the construction of some 3,300 miles of 
branch lines and about 1,700 miles of colonization 
railways. 

Under these stimuli, the railway mileage of the 
country mounted rapidly, despite unfavourable 
economic conditions. By 1896, there were 16,270 
miles of line (one mile per 312 persons, a proportion 
not much different from that of the present day). 
In the Maritimes, all the principal lines had been 
built and a fairly dense network of railways had 
been laid over the settled portions of Ontario and 
Quebec. 
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Total Paid up pene of aap ee opibanies, 
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*In addition the Dominion gave net land grants totalling 
31-8 million acres, 


An extensive system of branches had been built 
in southern Manitoba. Slow progress in the North- 
west Territories had placed lines between Regina 
and Prince Albert, Calgary and Edmonton and 
links with the American border ran from Moose 
Jaw and Medicine Hat. The important role played 
by governments in the provision of these facilities 
is indicated in Table 9. 

Two generations of North Americans had believed 
that railways were the unfailing cause of general 
prosperity. But railway expansion did not bring 
prosperity to Canada in the period under review. 
The brief trade revival of 1879-83 faded away 
and the general world improvement of 1888-90 was 
offset in Canada by poor crops and bank failures. 
The Great Depression did not lift until 1896 and 
it was not until 1897 that the per capita volume 
of exports reached the level attained in 1873.18 
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18 During 1888-90, the volume of exports per capita was 20 
per cent below the level of 1871-73. 


53 


The changes in the composition of exports reveal 
some of the internal shifts in occupations that 
took place under the downward pressure. Lumber 
declined in relative importance while agriculture 
continued to expand. But here there was a shift 
from grains, which met the rising American tariffs 
and stiffer competition from the American West, 
to live stock and dairy products which, with cheaper 
transportation, found larger markets in Great 
Britain. Increasing exports of fish reflected the 
development of the salmon fishery in British 
Columbia and the lobster fishery in the Maritimes. 
Particularly after 1886, they also reflected the 
pressure of people crowding into the industry 
as a means of livelihood owing to the virtual 
disappearance of shipbuilding and shipping. 


Taste 9A.—Exports OF CANADIAN Propucs, 1868-1896 
(Millions of Dollars) 


Agricultural 
Products Pia Mann. 
Years ducts : actures 
ending | Total| Animals| GT2!n#: of | Fish | Miner-| and 
June 30 and t hy the Miscel- 
Their Prate Total} Forest laneous 
Produc ste 
1868..... 48.5 6-9 12-9 | 19-8 18-7 | 3-4 1-3 5-3 
1874..... 76-7 14-7 19-6 | 34-3 27-2 | 5-3 3-8 6-1 
TS 7Oo ne 62-4 14-1 19-6 | 33-7 13-3] 7-1 3-2 5-1 
1882..... 94-1 20-5 31-0 | 51-5 24:0 | 7-7 3-1 7°8 
1886..... 77-8 22-1 17-7 | 39-8 21:0} 6-9 4-1 6-0 
1891..... 88-7 26-0 13-7 | 39-7 24-3} 9-9 6-0 8-8 
1896..... 109-7 36-5 14-1 | 50-6 27-2 | 11-2 8-4 12-3 


The effect on Canada of the adverse economic 
conditions between 1874 and 1896 is most clearly 
revealed by the population figures. The principal 
policies and expenditures of the Federal Govern- 
ment were designed to fill the empty spaces with 
people. Yet for thirty years Canada was a land 
of emigration helping to people the frontier and 
cities of the United States. 


TaBLeE 10.—CanapIAN PopuLATION MOVEMENTS, 


1871-1901 
( Thousands) 
reba Natural Emigra- 
ation at atura, . Lig 
_ begin- Fp oe Increase paved tion 
ning of (Est.) (Est.) 
Decade 
1871-81 3, 689 636 799 342 505 
1881-01-22. eis. 4,325 508 686 886 1,064 
1891-1901....... 4,833 538 612 321 395 
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In each of the three decades, 1871 to 1901, as 
indicated by Table 10 the increase in Canadian 
population was less than the estimated natural 
increase. While slightly more than one-and-a-half 
million immigrants intending to settle entered 
Canada, almost two million people left the country. 
Between 1881 and 1901 over 600,000 native 
Canadians moved across the border and in 1891 
about one-fifth of all the Canadian-born lived in 
the United States. So heavy was the emigration 
in the early nineties that the population was 
virtually stationary. 

The disappointingly slow growth of population 
between 1871 and 1901 was accompanied by 
significant changes in its distribution. Owing to 
improvements in transportation and _ growing 
industrial development, Canada was losing its 
predominantly rural character. The urban popula- 
tion rose from 20 per cent of the total to 38 per 
cent. The towns and cities absorbed 77 per cent 
of the total increase in population. At the 
beginning of this period, Montreal and Toronto, 
serving the hinterland of the St. Lawrence Valley, 
had 5 per cent of the total population. In 1901, 
with a greatly extended hinterland, the proportion 
had risen to 10 per cent. 


Regional and Provincial Discontent—the challenge 
to the dominance of the Dominion 


A bald statement of the length of the depression 
gives little hint of its effect upon the lives of the 
people. Federal policies had burdened them with 
debt and failed to bring prosperity. The only 
large-scale remedy which the Dominion had been 
able to offer was the National Policy of 1879. 
In these circumstances, communities had to do what 
they could to help themselves, looking to the prov- 
inces for the help which the Dominion failed to 
give. The provincial governments attempted to 
promote expansion on their own frontiers by rail- 
way building and immigration policies. But most 
of them quickly discovered the strait jacket in 
which the financial settlement of Confederation 
had placed them. The agitation for better terms 
gathered strength and led to differences with the 
Dominion. The failure of the Dominion’s economic 
policies, which formed such important elements in 
the new national interest, discouraged the growth 
of a strong, national sentiment; and local loyalties 
and interests began to reassert themselves. 

Indeed, there had never been any large transfer 
of loyalty from the older communities to the new 
Dominion created for urgent common purposes. 
The achievement of Confederation and _ the 


spectacular activity of the Federal Government in 
the early years had merely overshadowed or, at 
most, temporarily subordinated the separate 
interests of the distinct regions and communities. 


From the very date of the union, there had been 
a widespread and burning conviction in Nova Scotia 


that it had been manoeuvred into a bargain 
prejudicial to its vital interests. In the provincial 
election held late in 1867 thirty-six out of thirty- 
eight members elected to the legislature were 
anti-Confederates. The new Government tried 
desperately to extricate the Province from the 
bonds of the union. Although these efforts were 
unavailing, the sentiment against Confederation 
remained strong in Nova Scotia and was significant 
in New Brunswick. 


Confederation had not succeeded in eliminating 
the clash of racial and religious differences which 
had agitated the Province of Canada in the past. 
It had been hoped that the creation of two prov- 
inces, allowing free play to these cultural differ- 
ences in separate spheres, would remove these 
antagonisms from deliberations on matters of 
common interest in the federal councils. When the 
western insurrections of 1870 and 1885 raised a 
racial and religious conflict in the valleys of the 
Red River and the Saskatchewan which disturbed 
the peace in the new federal territories, the opinions 
of the dominant groups in Ontario and Quebec 
clashed over the action taken by the Federal 
Government. Quebec’s deepest feelings were out- 
raged by the execution of Louis Riel and a wave 
of resentment against the Federal Government 
swept the Province. It became clear at once that 
there were federal issues in which conflicts of 
opinion might follow in the main provincial lines. 
In such circumstances, any solution was bound to 
create Dominion-provincial friction. 

Such Dominion-provincial friction was not 
limited to cases of the resurgence of loyalties 
antedating Confederation. The problems of the 
Pacific railway embittered the relations of British 
Columbia and the Federal Government during the 
seventies; and in the eighties the requirements of 
federal railway policy brought Manitoba and the 
Dominion into sharp conflict. The appropriation 
of western lands “for the purposes of the Dominion” 
deprived Manitoba of its natural resources and the 
monopoly clause in the charter of the Canadian 
Pacific Railway Company prevented the Province 
from promoting a competitive transport system. 
Repeatedly the Provincial Legislature chartered 
railway companies to build lines to the international 
boundary and repeatedly the Dominion Govern- 


ment disallowed them on the ground that the 
projected lines would divert traffic to the United 
States and thus conflict with the settled transport 
policy of the Dominion. Dominion policy was 
hard to reconcile with the interests of the settlers 
in Manitoba and the Provincial Government became 
the spearhead of local demands. 

British Columbia was irritated by federal tariff 
policy and its long controversy with the Dominion 
over Oriental immigration began in this period. 
Large sections of opinion in the Maritimes were 
antagonized by the introduction of the National 
Policy in 1879. In 1886, a series of resolutions 
was introduced in the Legislature of Nova Scotia 
advocating secession on the ground that the 
commercial and financial interests of the Province 
had been vitally injured by Dominion policies. By 


1887, agricultural and lumbering interests in Ontario — 


were straining against federal tariff policy and 
urging commercial union with the United States. 
Ontario clashed with the Dominion over the 
location of the Ontario-Manitoba boundary and 
the ownership of its northern natural resources. 
Mowat, as Premier of Ontario, fortified the prin- 
ciple of “provincial rights” when he claimed and 
won the right of the provinces to regulate the sale 
of liquor within their boundaries and for years he 
conducted an unwearying attack on the federal 
power of disallowance. 

These various grievances culminated in the 
provincial conference held at Quebec in 1887. The 
five provincial premiers who attended included all 
the leaders of provincial protest. The procedure 
of the provincial premiers seems to indicate that 
they claimed the right to examine and correct the 
operation of the federal system. Although their 
interests differed widely, they were able to agree 
that a considerable curtailment of federal power 
would be desirable. They proposed to increase the 
subsidies to the provinces, to abolish the federal 
power of disallowance, and to make the right of 
the Dominion to declare public works to be for 
the general advantage of Canada conditional on 
the approval of the province concerned. Lieutenant- 
Governors were to be acknowledged to be repre- 
sentatives of the Sovereign rather than of the 
Dominion, and each province was to nominate half 
of the Senators from the province in the Senate. 

The conference challenged the view that Con- 
federation was designed to set up a highly central- 
ized and pervasively dominating government at 
Ottawa. In its swing to the other extreme, 
emphasizing the primacy of the provinces, it was 
no doubt employing a theory of federalism similar 
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to the doctrine of “states’ rights” in the United 
States. But the strength and diversity of provincial 
interests shown by the conference indicated that, 
under the conditions of the late nineteenth century, 
the working constitution of the Dominion must 
provide for a large sphere of provincial freedom. 

The policies of the Federal Government were in 
discredit and the Government itself was embar- 
rassed by its difficulties in the late eighties. Except 
for a short interval between 1874-78, the Federal 
Government throughout this period had been 
identified with Sir John A. Macdonald and his 
associates. Sir John’s views of the nature of 
Confederation, so clearly stated both before and 
after the union, are well known. It is not known 
how many of the other framers of the British 
North America Act shared his views. But it is 
important that, for nearly thirty years, Macdonald 
and those who thought like him were the Federal 
Government of the new Dominion. The views 
which they took of the functions of the Lieutenant- 
Governor and the use to be made of the powers of 
reservation and disallowance have already been 
discussed. Their practice in revising the financial 
arrangements with the provinces and securing con- 
stitutional amendments has been noted. ‘Their 
actions reveal clearly their conception of the 
primacy of the Dominion and the subordinate 
position of the provinces. 

It is highly significant that the realities of the 
later years of the period forced a modification of 
this conception on the very men who held it most 
strongly. Their interpretation of the general 
interest failed to command widespread assent in 
the different provinces. The ineradicable, partic- 
ularist interests, always associated with different 
regions and ways of life, demanded free expres- 
sion. In face of the formidable provincial protest, 
the Government was forced to retreat. In 1884, 
the Ontario Rivers and Streams Act, already thrice 
disallowed by the Dominion, was re-enacted by 
the Provincial Legislature and the Dominion 
acquiesced. Later, the Dominion abandoned its 


policy of protecting the Canadian Pacific Railway 


Company from competition through the power of 
disallowance and finally repealed the monopoly 
clause itself. During the early nineties, it began 
the downward revision of the tariff. 


Provincial Rights and the Constitution—the 
interpretations of the Privy Council widen the 
powers of the provinces. 


It is a matter for speculation what would have 
been the ultimate issue between the Dominion 
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and the provinces if the conditions of the eighties 
had continued. The equilibrium was becoming 
very unstable. On the one hand, there was the 
conception of federal dominance which the 
Dominion Government tried to enforce and which 
was strongly supported by powers of reservation 
and disallowance. There were the sweeping words 
of the opening paragraph of section 91 which, it 
might be argued, gave to the Dominion those “high 
functions and almost sovereign powers” which at 
least some of the framers intended it to have. The 
power to tap all the really productive sources of 
revenue was in the hands’ of the Federal Govern- 
ment. 

On the other hand, there was the patent failure 
of the great general projects of the Dominion to 
meet what the provinces deemed to be their 
particular interests. There was the provincial 
revolt, focused by the provincial conference of 
1887, which significantly demanded a drastic reduc- 
tion of federal powers. There were straitened 
provincial governments representing large bodies 
of opinion and demanding greater revenues. 

The preamble of the British North America Act 
announced the formation of a federal union, but 
it was not clear how far this was consistent with 
the wide general powers conferred on the Dominion 
by the opening words of section 91. Dominion- 
provincial friction was not lessened by these 
seeming obscurities in the constitution. It was 
becoming vital to know what the constitution 
meant and whether it could be harmonized with 
the realities which had appeared. In this crucial 
decade, the Privy Council began to give its first 
important decisions on the British North America 
Act. By the end of the period under review, the 
main lines of the working constitution had emerged 
through these decisions. It is therefore necessary 
to turn to them to see how the constitution was 
moulded by their influence. 

It would be difficult to say how far these 
decisions influenced the concessions made’ by the 
Federal Government. At any rate, some of the 
earliest of these cases bore on the nature of the 
provincial governments and their relation to the 
Dominion and to the Crown. In _ particular, 
decisions in 1883 and 1892 denied some of the 
main tenets of the Macdonald school. In Hodge 
v. The Queen, in 1888, their Lordships, by impli- 
cation, denied that the provincial legislatures 
were inferior bodies. They held that, within the 
limits of subjects and areas as prescribed by 
section 92, “the local legislature is supreme and 
has the same authority as the Imperial Parliament 


or the Parliament of the Dominion, would have 
had under like circumstances”’29 to confide powers 
to bodies of its own creation. 

In Liquidators of the Maritime Bank v. Receiver- 
General of New Brunswick in 1892, it was 
necessary to decide how far the provincial Executive 
was entitled to exercise the ancient prerogatives 
of the Crown. In answer to the argument that) 
the British North America Act had severed all 
connection between the Crown and the provinces 
and reduced the latter to the rank of Liverpool 
or Manchester, the Privy Council replied that the 
provinces were not subordinated to the Federal 
Government or depreciated to the level of muni- 
cipal institutions. The supremacy of the province 
in its field of jurisdiction was reiterated. Their 
Lordships were pressed to say that, as the 
Lieutenant-Governor was appointed by the 
Dominion, he was purely a creature of the 
Dominion. Lord Watson denied this conclusion 
saying that the Governor General, in appointing, 
was acting for the Queen and that a “Lieutenant- 
Governor, when appointed, is as much the repre- 
sentative of Her Majesty for all purposes of 
provincial government as the Governor-General 
himself is for all purposes of Dominion govern- 
ment’ ,22 

These decisions magnified the provinces and 
struck at the theory that they were merely a 
superior kind of municipal institution. They also 
raised acutely the question of how far the enact- 
ments of a legislature endowed with the same kind 
of supremacy as the Imperial Parliament should 
be subject to an unrestricted power of disallow- 
ance. These decisions, at least, made it harder for 
the Federal Government to maintain its positions 
and foreshadowed the steep decline in the use of 
the powers of reservation and disallowance which 
came in succeeding years. 

A detailed review of the Privy Council decisions 
of this period would be out of place here. But 
there were several cases of historic importance in 
determining the lines of constitutional develop- 
ment which must be considered. In 1882, the 
Privy Council had to decide whether the Canada 
Temperance Act was within the powers of the 
Dominion. This Act forbade the sale of intox- 
icating liquor under penalty of fine and imprison- 
ment in those municipalities which exercised the 
“local option” of applying its provisions. 

Naturally, it was argued that this prohibition 
would interfere with property and civil rights in 


20 (1883) 9 A.C. 117, at p. 132. 
221892] A.C. 437, at p. 443. 
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the local areas where 1t was adopted. However, 
the Act recited the desirability of uniform legisla- 
tion promoting temperance throughout the 
Dominion and the Privy Council concluded that 
the traffic in liquor was being dealt with as a 
matter of public order and safety and not in 
relation to the aspects of property and civil rights 
which were admittedly involved. They decided 
that general liquor legislation so conceived was 
exclusively within the general power of the Federal 
Parliament “to make laws for the peace, order 
and good government of Canada’. General 
legislation, genuinely “deemed to be necessary or 
expedient for national safety or for political 
reasons” or “designed for the promotion of public 
order, safety or morals”, was held to fall within 
the general power of section 91. Of course, in 
almost every case, such legislation would “in some 
incidental way, affect property and civil rights”. 
Thus, “the true nature and character of the legis- 
lation in the particular instance under discussion 
must always be determined in order to ascertain 
the class of subjects to which it really belongs’’.24 

This decision asserted the clear primacy of the 
“neace, order and good government” clause over 
section 92 and argued the validity of all federal 
laws dealing with general and national aspects of 
any subject matter even though that subject 
matter, in its local aspects, might be within the 
enumerations of section 92.29 However, it left 
the criterion of what might be “necessary or 
expedient for national safety or for political 
reasons” and of what might be “designed for the 
promotion of public order, safety and morals’, 
vague and unsettled. Such questions as these could 
only be determined by reference to the political, 
economic and social conditions of the time and to 
certain broad considerations bearing on the problem 
as to what it is proper for governments to try 
to do. 

The decision did not explain how “the true 
nature and character of the legislation in the 
particular instance” was to be determined. There 
were only two alternatives. Either the existence 
of that urgent general or national aspect which 
was to justify untrammelled federal legislation 
under the “peace, order and good government” 
elause should be decided by the court before which 
the validity of the legislation was raised, or it would 
have to depend on the simple assertion of national 
urgency by the Federal Parliament. 


24 Russell v. The Queen (1882) 7 A.C. 829, at pp. 838-40. 

29 Although Russell v. The Queen is frequently cited in the 
courts, the genera] principle which it lays down has not been 
ee Rehan and it must be regarded as virtually over-ruled by later 
ecisions. 
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In the first event, the court would be required 
to say whether the federal legislation in question 
had such a general or national aspect—in short, 
whether, in view of all the circumstances, the 
legislation might conceivably be desirable in the 
national interest. But this is a question which the 
courts always dislike to answer on the sound ground 
that it is not a question of law at all. The answer, 
if given, would inevitably depend upon the temper- 
ament of the judge and his personal views on public 
policy. Judges, like other people, differ profoundly 
in their views on public policy and their decisions 
would become essentially unpredictable. The hope 
of drawing a clear line between the legislative sphere 
of the Dominion on the one hand, and that of the 
provinces, on the other, would disappear. More- 
over, because the principal test of the validity of 
provincial and Dominion legislation would be the 
judgment of the court on large issues of expediency 
and public policy, the final court of appeal would 
become the arbiter of public policy rather than the 
guardian of the constitution and, therefore, the 
storm-centre of. Dominion-provincial disputes. 

The court might escape from this invidious task 
by limiting itself to the question of whether the 
Federal Parliament had decided, in good faith, that 
general and national aspects were involved. Careful 
reading of Russell v. The Queen gives some reason 
for thinking that the personnel of the Privy Council 
in that case conceived its duty to be discharged by 
this limited scrutiny. In the nature of things, 
it would be a rare case where bad faith on the part 
of the Federal Parliament could be established and 
therefore the first alternative might, in practice, 
come to little more than the second, which is now 
to be considered. 

The second alternative would be that the bare 
assertion by the Federal Parliament of a general or 
national aspect in the subject matter of the legis- 
lation would, of itself, justify the legislation under 
the “peace, order and good government” clause. 
That clause would then confer tremendous power 
on the Federal Parliament, giving it, as Macdonald 
had proposed, “the general mass of sovereign 
legislation’”.31 The exclusive sphere ensured to the 
provinces by section 92 might, if the Dominion so 
desired, become very small indeed. The power of 
the Dominion Parliament under the “peace, order 
and good government” clause would become so 
overwhelming that the federal character of the 
constitution would be open to grave doubt. Indeed, 
under these conditions, the constitution in its 
working, would approach the legislative union which 


31 Confederation Debates, p. 41. 
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some of the Fathers desired but which, as they 
recognized, they could not secure by agreement. 

These implications of Russell v. The Queen must 
be kept in mind and related to the growing revolt 
of the provinces against the paternalism of the 
Dominion when considering the case now to be 
discussed. ‘“The Local Prohibition Case’,32 as it 
has come to be called, which was decided in 1896, 
is the most important case in the period, and one 
of the most significant of all interpretations of the 
British North America Act by the Privy Council. 
In it, the Privy Council upheld the validity of 
the Ontario Temperance Act which provided for 
Ontario a structure of regulation of the liquor 
traffic similar to that which the Canada Temper- 
ance Act provided for the Dominion as a whole. 

The technique of interpretation used to reach 
this result need not be discussed here. It is suffi- 
cient to say that while Lord Watson held that the 
Dominion, relying on the enumerated heads of 
section 91, could validly enact legislation which 
affected subjects enumerated in section 92, he also 
declared that the Dominion, when legislating under 
the general “peace, order and good government” 
clause, “has no authority to encroach upon any 
class of subjects which is exclusively assigned to 
the provincial legislatures by s. 92”. He stated 
that the exercise of legislative power under the 
general clause of section 91 must be “strictly 
confined to such matters as are of unquestionably 
Canadian interest and importance”, admitting that 
“some matters, in their origin local and provincial, 
might attain such dimensions as to affect the body 
politic of the Dominion and to justify the Cana- 
dian Parliament in passing laws for their regulation 
or abolition in the interest of the Dominion’.34 
Under the authority of this decision, the general 
clause of section 91 has come to be regarded as 
justifying little more than emergency legislation 
in the stress of great national crises. 

While not challenging the correctness of Russell 
v. The Queen, this decision struck directly at the 
reasoning on which it was based. It denied the 
primacy of the “peace, order and good government” 
clause of section 91 over the enumerations of 
section 92 and as a result Dominion jurisdiction 
became, for most purposes, restricted to the specific 
heads enumerated in section 91. In the main, 
interpretation of the legislative powers of the 
Dominion and the provinces settled down to a 
competition between the specific enumerated heads 


32 Attorney-General of Ontario v. Attorney-General of the 
Dominion, [1896] A.C. 348. 


34 Tbid., pp. 360-61. 


of sections 91 and 92. In this competition, the 
provinces enjoyed an advantage because section 
92 contained two heads capable of a general and 
inclusive signification, viz., “Property and Civil 
Rights in the Province” and “generally all Matters 
of a merely local or private Nature in the Prov- 
ince” while section 91 contained only one such 
head, “the Regulation of Trade and Commerce” and, 
as will be pointed out below, it received a restricted 
interpretation. Thus the stage was set for the 
subsequent. course of interpretation which has 
provoked the comment, in recent times, that the 
residuary powers under the constitution are now 
to be found in section 92. 


There are some who believe that the Local 
Prohibition Case involved a textual violation of 
section 91 of the British North America Act.35 
Logical exposition, limited to sections 91 and 92, 
might lead to that conclusion. But it must be 
remembered that, according to the preamble of 
that Act, what was desired by the provinces was 
a federal union. It has been pointed out that the 
decision in Russell v. The Queen, which, in practical 
effect, was over-ruled by the Local Prohibition Case, 
would have imperilled the federal character of the 
union if it had become the ruling decision. There 
seems to be no doubt that this consideration 
weighed heavily with Lord Watson. In an earlier 
case, he had pointed out that “the object of the 
Act was neither to weld the provinces into one, nor 
to subordinate provincial governments to a central 
authority, but to create a federal government. . . 
each province retaining its independence and 
autonomy’”’.86 In justifying his construction of 
sections 91 and 92 in the Local Prohibition Case, 
he made the following significant statement:— 

“To attach any other construction to the general 
power which, in supplement of its enumerated powers, 

is conferred upon the Parliament of Canada by s. 91, 

would, in their Lordships’ opinion, not only be 

contrary to the intendment of the Act, but would 
practically destroy the autonomy of the provinces. 

If it were once conceded that the Parliament of 

Canada has authority to make laws applicable to 

the whole Dominion, in relation to matters which in 

each province are substantially of local or private 
interest, upon the assumption that these matters also 
concern the peace, order, and good government of 


35 The most cogent and complete statement of this view is 
to be found in the Report pursuant to Resolution of the Senate 
to the Honourable the Speaker, by the Parliamentary Counsel 
relating to the Enactment of the British North America Act, 
Ottawa, 1939. For criticism see V. Evan Gray, Canadian Bar 
Review, 17, p. 309. 

36 Liquidators of the Maritime Bank v. Receiver-General of 
New Brunswick, [1892], A.C. 437 at pp. 441-2. 


the Dominion, there is hardly a subject enumerated 
in s. 92 upon which it might not legislate, to the 
exclusion of the provincial legislatures.’”’37 


It may be that the insight which guided his 
decision was solely derived from a_ theoretical 
analysis of the requisites of a federal state. It 
may be that he was also aware of the growing 
provincialism, then assailing the pretensions of the 
Federal Government. At any rate, he perceived 
and stated the lines of what he regarded as a 
tolerable compromise between Dominion power and 
provincial claims in the Canada of his day. And 
compromise is always the essence of the federal 
state. 

It is necessary to notice briefly a foreshadowing 
in this period of the limited interpretation later 
given to the Dominion power under head 2 of sec- 
tion 91, “the Regulation of Trade and Commerce”. 
In a case before the Privy Council in 1881, the 
question of the meaning to be attached to this 
phrase was considered. Their Lordships pointed 
out that the words “regulation of trade and com- 
merce”, in their unlimited sense are sufficiently wide, 
if uncontrolled by the context and other parts of 
the Act, to include every regulation of trade . 
down to minute rules for regulating particular 
trades”.38 By a process of textual criticism for 
which the enumerated heads of section 91, taken 
as a whole, give some warrant, they reached the 
conclusion that the words were not used in their 
unlimited sense,?2 and suggested limitations which 
were later adopted and pushed still further by the 
courts. The case also made a significant contribu- 
tion to the interpretation of head 138 of section 92, 
holding that, in the phrase “Property and Civil 
Rights in the Province”, the expression “civil rights” 
includes rights arising from contract as well as 
rights directly maintained by the law itself such as 
the status of persons. 


87 Attorney-General of Ontario v. Attorney-General of the 
Dominion, [1896], A.C. 348 at p. 361. 


Lord Watson assumes, it is to be noted, that, if Russell v. The 
Queen remained the ruling decision, the Privy Council would 
shrink from deciding whether particular Dominion legislation 
might be “necessary or expedient for the national safety or for 
political reasons” and would in practice, leave that question to 
the discretion of the Dominion Parliament—in other words, the 
second alternative discussed above would rule. In these circum- 
stances, it is not surprising that the Privy Council exerted itself 
to make the specific and more concrete enumerated heads of section 
91 the main test of the validity of Dominion legislation. 


ee paeneene Insurance Co. v. Parsons (1881), 7 A.C. 96, at pp. 


89 Their reasons for thinking so are given in Bank of Toronto 

Lambe, (1887) 12 A.C. 575 at p. 586, where it is said that in 
nie Case, ‘ St was found absolutely necessary that the literal 
meaning of the words [“regulation of trade and commerce”] should 
be restricted in order to afford scope for powers which are given 
exclusively to the provincial] legislatures.” 
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One other case, relating to the taxing power of 
the provinces, requires to be considered. Section 
92 gave the provinces a power of “Direct Taxation 
within the Province in order to the raising of a 
Revenue for Provincial Purposes”. In 1882, the 
Quebec Legislature passed a statute imposing on 
certain commercial corporations, a tax the amount 
of which varied with the paid-up capital and the 
number of places of business. A number of 
corporations resisted collection of the tax and an 
appeal was finally taken to the Privy Council.4° 
Their Lordships were obliged to decide whether 
or not it was a direct tax. 

“Direct taxation” is a phrase which lacks precise 
signification. From an economic point of view, 
it is impossible to say that any particular tax is 
direct in its final incidence because of the oppor- 
tunities which may exist for shifting its burden. 
Economists would agree that a corporation tax 
generally is an indirect tax because of the ease 
of shifting it. However, the Privy Council felt 
bound to find a criterion for the validity of 
provincial taxation which would not involve the 
impossible task of trying to find out, in each ease, 
whether the burden had, in fact, been shifted. 

Adopting from John Stuart Mill a statement 
that “a direct tax is one which is demanded from 
the very persons who it is intended or desired 
should pay it’, they inferred from the legislation 
itself that the legislature must have intended it 
to be finally borne by the very corporations from 
whom it was demanded and held it to be “direct 
taxation” within the meaning of section 92. The 
decision was one of great significance. From the 
point of view of the provincial governments it 
made available an important and increasing source 
of revenue since corporate enterprise was expanding 
rapidly. From the point of view of the economy 
as a whole it was the legal basis of the growth of 
much of the duplication, confusion and uneconomic 
types of taxation which today weigh oppressively 
on the national income. 


2. Pusuic FINANCE, 1867-96 


The Financial Settlement on Trial—an extremely 
tight fit for the Maritimes and revisions of 
the formula 


Confederation began auspiciously for the public 
finance operations of the Dominion. World 
prosperity spurred on a large program of develop- 
ment. Imports rose rapidly and the taxation 
system, geared so sensitively to import trade, 


40 Bank of Toronto v. Lambe, (1887), 12 A.C. 575. 
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responded in an impressive manner. Customs 
receipts rose from $9 million to $14 million, and 
excise revenues, from luxury consumption, from $3 
million to $54 million between 1867 and 1874. 
This increase of more than 60 per cent in taxation 
revenues in a short period of seven years made 
possible the “rounding-out” of the Confederation 
scheme already discussed. The Dominion Govern- 
ment was proving to be a magnificent financial 
instrument for creating the new British North 
America of which the Fathers had dreamed. 

On the other hand, there was a wide variation 
in the financial condition of the provincial govern- 
ments in the early years after Confederation. At 
first, Quebec was in a relatively easy, and Ontario 
in an even more comfortable position, while New 
Brunswick, and particularly Nova Scotia, were, 
from the beginning, in very straitened circum- 
stances. The-allocation of functions and revenues 
discussed at Quebec in 1864 meant roughly that 
the provinces would be left with $14 million of 
local revenues to meet an estimated $4 million of 
local outlay while the Dominion was to be given 
$12 million in revenue to meet less than $9 million 
in outlay. It was proposed to balance the 
provincial budgets by transferring $24 million to 
the provinces in the form of federal subsidies. The 
total amount of the agreed subsidies was sufficient 
to bridge the estimated gaps but the current con- 
ception of equity which required calculation of 
subsidies on a per capita basis glossed over real 
differences in need arising from disparate circum- 
stances, unconnected with differences in population. 
The result of the settlement was that Ontario and 
Quebec got subsidies greater than their needs at 
the time. For several years, Ontario had consider- 
able surpluses while the position of Nova Scotia 
became intolerable as early as 1868. 

As already mentioned, Tupper had promised 
at Quebec that Nova Scotia would make ends 
meet somehow on a subsidy of 80 cents per capita, 
yielding $264,000. Even when supplemented by 
the grant of $60,000, in support of legislature and 
government, agreed on at London, Nova Scotia was 
still unable to honour Tupper’s promise. The 
“better terms” agreement of 1869 gave the Prov- 
ince an additional $140,000 of which $83,000 was 
for a ten year period only. 

In 1873, the Dominion assumed the “excess debt” 
of Ontario and Quebec. The consequent propor- 
tionate increase in the debt allowances of the other 
provinces afforded some further relief to Nova 
Scotia. However, with the expiry of the temporary 
grant in 1877 and the withdrawal by the Province 


of capital sums on -debt allowance account, Nova 
Seotia’s subsidy, in spite of other minor additions, 
had fallen to $433,000 by 1884, at which figure it 
remained until 1906. The revenues from public 
domain did not expand as expected, municipal 
organization lagged and political considerations 
discouraged the introduction of direct taxation. 
Appeals to Ottawa for further subsidy increases 
were fruitless and throughout the period under 
review, Nova Scotia was seriously cramped by its 
inelastic revenue system. 

New Brunswick had made a rather better bargain 
at Confederation and also improved its position 
slightly when it commuted its export duty on 
lumber for a subsidy of $150,000 a year. But 
apart from these minor reliefs and particularly 
after its special temporary grant expired in 1877, 
its position was on all fours with that of Nova 
Scotia. Indeed, it was more heavily dependent on 
the Dominion subsidy for its revenues than was 
Nova Scotia. 

The impossibility of dealing fairly with dissimilar 
areas and conditions by use of a common formula 
was revealed again in the financial settlements 
with the new provinces which entered the union 
early in this period. The Red River Settlement 
which had chafed under the rule of the Hudson’s 
Bay Company but lacked experience in managing 
its own affairs suddenly blossomed into the Prov- 
ince of Manitoba in 1870. In substance, it was a 
creature of the Dominion Government without a 
will of its own and consequently the formula used 
in calculating the amount of subsidies for the four 
original provinces was strictly applied to it. Asa 
result of the arrangement with Nova Scotia in 1869, 
the debt allowance had been raised from $25 to 
$27.77. per capita. Manitoba’s population of 
12,000, of whom less than 2,000 were whites, was 
generously assumed to be 17,000. Thus the Prov- 
ince was given the subsidy of $67,000 to which it 
was entitled according to the formula. 

Other provinces were expected to supplement 
their revenues from the public domain but Mani- 
toba’s lands were reserved by the Dominion to aid 
the federal policy of development. Yet the Prov- 
ince was not compensated for their retention. 
Lacking taxable capacity and having virtually no 
other revenue, the province was unable to support 
its governmental structure and it is not surprising 
that the annual subsidy was increased on four 
separate occasions during the next fifteen years. 

Actual need and political expediency brought a 
considerable modification in the application of the 
formula to British Columbia and Prince Edward 


2a 


Island. Strict application of the formula to British 
Columbia in 1871 would have given a subsidy 
wholly inadequate either to replace the customs 


-revenue which was being surrendered to the 


Dominion or to meet the financial needs of the 
Province. British Columbia contended that its 
customs collections were equal to the amount of 
customs revenue derived from 120,000 people in 
the Eastern Provinces and suggested that the 9,000 
whites and the 25,000 Indians and Chinese in the 
Province be regarded, for the purpose of subsidy, 
as a population of 120,000 and that the subsidy 
be calculated accordingly. This was not acceptable 
to the Dominion but another device was invented 
which served much the same purpose and British 
Columbia was brought into the union with a 
subsidy of $216,000 a year instead of the $75,000 
which a rigid application of the formula to the 
actual population would have given.41 

In 1873, Prince Edward Island secured a settle- 
ment involving a more radical revision of the 
formula. The public debt of the Province had 
rushed upward between 1867 and 1873. In order 
to lift the burden of debt charges from the Prov- 
ince, it was necessary to calculate the debt allowance 
at $50 per capita. In addition, the fact that the 
Province had no public lands induced the Dominion 
to give a further subsidy in lieu of lands. The 
original formula would have yielded a subsidy of 
only $45,000 but with these modifications, the Prov- 
ince secured an annual grant of four times as much. 

Within a short period of time, these settlements 
in turn proved inadequate. In the eighties, Quebec 
also got into financial difficulties and, by 1887, all 
the provinces except Ontario were clamouring for 
an increase in subsidies. No further alterations 
were made during this period. The reasons why 
these adjustments and concessions, which had 
seemed adequate at the time, failed to meet the 
fiscal needs of the provinces will be considered 
later when the provincial revenues and expenditures 
are reviewed. “ : 


The Finances of the Dominion—concentration on 
economic development 
The Federal Government had taken over the 


pre-Confederation debts of the provinces and was 
expected to finance the new program of develop- 


‘ment, to provide for defence and to assume the 
major burden of general government and legisla- 
‘tion. The budgets of this period show that these 


expectations were being substantially realized. 


41For extended discussion of subsidy arrangements with 
British Columbia see Book II, Section F, Ch. II. 
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Virtually all the Dominion debt accumulated 
between 1867 and 1896 was incurred for develop- 
ment. By paring expenditures on general govern- 
ment and taking advantage of its freedom from 
large expenditures for defence which weighed so 
heavily on European governments, the Dominion 
was able to concentrate its efforts on this single 
activity. In 1874, at the end of the first spurt 
of development, debt charges and current outlay 
on transportation, agriculture and public domain 
accounted for half the current expenditures. The 
building of the Canadian Pacific in the early 
eighties added considerably to the total liabilities. 
In the general depression which descended again 
after completion of the road, the Dominion found 
its debt charges embarrassing and did not under- 
take any further large developmental program in 
this period. Nevertheless, in 1896, these same 
items still absorbed almost half the current outlay, 
while defence and general government accounted 
for only 6 and 28 per cent respectively. The 
traditional role of government in British North 
America as an agency for creating conditions in 
which private enterprise might thrive had been 
assumed by the Dominion. In this respect at least, 
the Dominion was living up to the original con- 
ception of its purpose. 


But the ability of the Dominion to carry 
through the developmental program fluctuated 
greatly because of its heavy dependence on customs 
revenue. Until the Great War (1914-18), the 
financial fortunes of the Federal Government were 
directly and completely linked to the ups and 
downs of international trade and investment. As 
revenues rose with rising imports, the Dominion 
embarked on large developmental expenditures. 
This involved the investment of foreign capital, 
which entered the country in the form of goods. 
The increase in imports at once swelled the customs 
revenue. Meanwhile, investment stimulated in- 
ternal activity, increasing employment, raising 
wages and consequently improving domestic trade. 
This increase in domestic trade boosted excise 
revenues. 


Therefore, one of the first effects of a program 
of development was to fill the Dominion treasury 
and the government tended to forget that it 
increased the debt as well. In an optimistic mood, 
it raised its commitments for development still 
further. As long as investment funds were forth- 
coming, this procedure could continue almost 
indefinitely. However, because the flow of invest- 
ment was certain to be checked at some time, a 
thoroughly false position was being built up. 
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The moment the inflow of capital ceased, 
imports fell sharply, customs revenue slumped, 
employment declined, the consumption of liquor, 
tobacco and other luxuries fell away, excise 
revenues collapsed and the Dominion suddenly 
found itself with a heavy deficit. Meanwhile, the 
outlays on development had substantially increased 
debt charges, thus adding to the rigid and uncon- 
trollable expenditures. In the sequel, it became 
more difficult to balance the budget by the familiar 
methods of retrenchment and higher taxation. 

The embarrassing stages of the first of 
these cycles coincided roughly with Alexander 
Mackenzie’s tenure of office. The Ministry of Sir 
John A. Macdonald experienced a similar cycle 
in the eighties, which was initiated by the 
expansion attending the construction of the Cana- 
dian Pacific railway. In the years 1881, 1882 and 
1883, the Dominion enjoyed remarkable surpluses 
on ordinary account.43 Relying on _ these 
temporary surpluses, the Government devoted a 
larger sum than ever before to public works 
(including buildings and harbours) in 1883-84 and 
embarked on a scheme of cash subsidies for railway 
construction. Then the flow of investment 
slackened, the peak surplus of over $8 million 
reported in 1884 was wiped out by rising expendi- 
ture a year later and by 1886 was converted into 
a substantial deficit. 

The public finance system was still sufficiently 
flexible to enable Ministers of Finance, by increased 
taxation and economy, to balance their budgets in 
a short period. Deficits reappeared in the early 
nineties which were more difficult to wipe out. 
The persistent fall in prices due to economic 
stagnation affected seriously the yield of ad valorem 
customs duties. In 1895, customs receipts were 
$54 million below what they had been in 1883, 
while debt charges and other government expen- 
ditures were slowly but stubbornly rising. Under 
such circumstances the enthusiasm for an aggressive 
program of development disappeared. The results 
of past efforts were disappointing in the extreme 
and now the Dominion could do little more than 
carry the commitments it had already undertaken. 


The Straitened Circumstances of the Provinces— 
the growth of expenditures and the slowness of 
municipal development 


The financial settlement at Confederation had 
left the provincial governments almost entirely 


48 An increase in customs receipts of $520,000 on a single 
group of commodities was largely attributed by the Minister of 
Finance to imports of locomotives, railway carriages and coal for 
the Canadian Pacific Railway. 


dependent upon federal subsidies and the revenues 
from licences, fees and the public domain. It was 
expected that the receipts from the public domain 
would expand sufficiently to enable the provinces to 
extend their existing services to a growing popula- 
tion. Direct taxation was held to be impracticable 
and thus the expansion of activities would be 
restricted. Municipal organizations, it was 
expected, would assume an increasing share of the 
governmental burdens. 

Municipal development lagged, however, except 
in Ontario. The Maritimes were slow to introduce 
a system to which they were not accustomed. 
Some progress was made in Quebec and Manitoba 
but very little in British Columbia. Failure to 
make rapid progress in this direction increased the 
financial difficulties of these provinces. In Central 
Canada, where urbanization was rapid, where the 
number of cities of over 10,000 in population 
doubled and the population of Montreal and 
Toronto doubled and trebled respectively in this 
period, municipal activities and expenditures 
expanded greatly. The provincial government of 
Ontario, and to a certain extent that of Quebec, 
derived considerable financial relief from the growth 
of local governments which provided a large share 
of the necessary services out of levies on real estate. 

Although in most provinces municipal develop- 
ment was slow, provincial governments confined 
by their narrow revenue systems did not increase 
their expenditures greatly. Between 1874 and 1896, 
the total per capita outlay of all the provinces 
rose only from $1.69 to $2.20. This restraint on 
provincial outlay during a long period of depres- 
sion was made tolerable by the nature of the 
economy of the time. The relative self-sufficiency 
of the family and local communities enabled indi- 
viduals to weather the depression somehow with- 
out reliance on governments. ‘Those who were 
unable to make adjustments in this way were 
forced into the stream of migration to the south 
where they were absorbed by the rapid industrial 
development and the expanding frontier of the 
United States. In the 1930’s, when self-sufficiency 
had sharply declined and emigration was stopped, 
it proved to be no longer possible to hold down 
governmental expenditures in face of a prolonged 
major depression. 
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TABLE 11.—GOVERNMENT EXPENDITURES ON CuRRENT Account), 1874 anp 1896 
(Thousands of Dollars ) 


Provinces Dominion Total Provinces and 
Dominion 

1874 1896 1874 1896 1874 1896 
Diet Dob pC hareesic it iting se oriale saddle Sila ole bola st — 1,526 5,373 9,483 SIR: 11,009 
Justice, Legislation and General Government.......... 2,564 4,274 4,651 8,024 Saeko 12,298 
Deacon STII Oe Maa MUMMIN IP. ko Es is 1,331 1,627 1,331 1,627 
Public Welfare Ey cgatheteiheie TrO eA Oto Ay CERIN elie Goaheneiens 657 1,472 213 946 870 2,418 
OEE ae ei eth rei ae esis be bas emis FA 4 8 2 1,421 2,003 — -— 1,421 2,003 
Agriculturevand Public Domainies. . oles he 726 951 930 990 1,656 1,941 
PUTANSDOLLA TION Ammrnst lela at nn, sear MMe TE ue Le 1,222 924 3,390 1,927 4,612 2,851 
PRIMER EO EPOVINICES oie cies bes Riss bbl sie wie.d.4 acu 6 bu — — 3,793 4,238 — — 
MCC GMAIOS IR Ow RN ead Nhat MED ls oes lke 1,369 2 529) 1,141 1,898 1,143 
ee ees. mien eee 7,959 11,152 20,170 28 , 376 24 376 35,290 
OLel Per Camits (IIOUSTS) irsuus . Wale ¢ sells sista Kiss) sosoned woe 1-69@ 2-20 5-18 5-59 5-914) 6 96 


‘*) Compiled from the Public Accounts of the Dominion and the Provinces. 
®) Includes a distribution of surplus to the municipalities in the Province of Ontario of $1,361,000. aN, 
©) The post office revenues were netted against the post office expenditures and only the net operating deficit is included. 


4) Excludes Ontario surplus distribution to municipalities. 


While the provinces were not greatly burdened 
during this period by their responsibilities for 
public welfare, there were other significant develop- 
ments which began to place a strain on their 
revenue structures. The most important of these 
was the growth of debt charges. When the debts 
of the provinces were taken over by the Dominion 
in 1867, it had been thought that the provinces 
would not again incur any considerable public 
debt. But all the provincial governments except 
that of Ontario had got into debt before 1896 
mainly as a result of developmental expenditures 
of their own. The topography of Nova Scotia, 
New Brunswick and British Columbia led to 
capital expenditures on railways, roads and bridges 
which could not be met out of restricted current 
revenues, and the slow development of municipal 
institutions in these provinces prevented any 
large shifting of burdens to municipalities. The 
Dominion curtailed its developmental program 
after the building of the Canadian Pacific railway 
but the depression did not prevent Quebec and 
Manitoba from assisting railway construction. 
Quebec, in particular, attempted a vigorous railway 
and colonization policy. By 1896, its debt charges 
amounted to two-thirds of the debt charges of all 
the provinces at that date. As the weight of debt 
charges increased, it pressed against the confines 
of the revenue system. 

On the other hand, Ontario took advantage of 
its freedom from debt charges to expand other 
services. With an adequate network of railways 
and a mature municipal system which carried 


much of the cost of local roads and public works, 
the provincial government was able to increase 
considerably its assistance to education and public 
welfare. In the early nineties when the increased 
outlay on these services threatened to raise total 
expenditures above the yield of the existing revenue 
sources, the Province moved into the field of direct 
taxation.45 However, for all the provinces taken 
together the amounts spent on education and public 
welfare during this period did little more than keep 
pace with the rise in population. 

Total current expenditures of the provincial 
governments on transportation fell slightly between 
1874 and 1896 and the only marked increase, aside 
from debt charges, was in the cost of the adminis- 
tration of justice and general government. This 
was due, in part, to the extension of government 
services to a wider area as well as to an increased 
population. The general government overhead 
varied widely as between provinces. It rose more 
steeply in Quebec than in Ontario and expendi- 
tures of Manitoba and British Columbia on this 
item more than trebled in this period. British 
Columbia with one-fifteenth of the population of 
Ontario was spending two-thirds as much as 
Ontario on general government and administration 
of justice. To a considerable extent, this disparity 
was due to the obstacles of topography and the 
lack of a developed municipal system in British 
Columbia. 

45The preamble of the statute which first imposed succession 
duties in Ontario recited the heavy burden of expenditures for 


public welfare as the reason for the levy. See Statutes of Ontario, 
1892, ec. 6 
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The Provinces embark on Direct Taxation— 
corporation taxes and succession duties 


In each of the seven provinces, despite the 
smallness of the increases in expenditure, the total 
requirements exceeded the yield of the revenue 
sources on which they had relied at the time of 
entering the union. Total provincial revenues 
from public domain doubled and those from 
licences and fees almost trebled between 1874 and 
1896 but, in absolute terms, these additions were 
small. Even when supplemented by the modest 
increases in subsidies to some provinces, they did 
not suffice to meet the demands for expenditure. 
Before the end of the period all of the provinces 
had resorted to direct taxation of some kind. In 
1896, corporation taxes, succession duties, property 
and income taxes were already providing about 10 


and Prince Edward Island attempted to supple- 
ment their revenues by an income tax and, lacking 
a developed municipal system, both -imposed 
provincial taxes on real property. Most of these 
ventures into new fields of taxation date from the 
early nineties, after unsuccessful demands for 
subsidy revision. 


Behind the search for revenues lay the fact that 
the provincial governments had turned out to be 
more important agencies for collective action than 
the framers of the financial settlement had 
anticipated. Their per capita expenditures in- 
creased and their revenues from public domain 
did not expand sufficiently to bridge the gap. In 
efforts to combat the depression, they tried to 
push development on their own frontiers, thus 
incurring debts and debt charges. Failure to 


TABLE 12.—GoVERNMENT REVENUES ON CuRRENT Account), 1874 anp 1896 
(Thousands of Dollars) 


Provinces Dominion Total Provinces and 
—_— Dominion 
1874 1896 1874 1896 1874 1896 
Hederallpublbsidles sowie. ctetstar ws «cca easyer +, deeper «cutscene, » 3, 842 4,301 — — -—— — 
Taxes: 
GUISCOMS ROTA eat Srecitietus's Aled oe oy etter isuoncle ete 1 os 14,448 19,479 14,444 19,479 
i DD COS RUA RCA ENS He AER 1) Aor a Se ATE Rt — — 5,617 9,170 5,617 9,170 
Corporationglaxes Wy Unincoun Oh: Mist ache Un: | eauai pio —_ 156 _ — — 156 
SUCCCASION MIU TICS er cen ero sia sheer that ale meter carrot — 428 — a — 428 
Imcomevtaxes on Personshs te. cilaeetie sen ee tierce — ils: — — — 13 
Maxesiony Res MEropertyaeeias the prkueiene aaeiees ae 42 180 — — 42 180 
thaxes Gul ersonal Property... 0c ogee. ce otis ns «+ — 108 — — — 108 
Roll axes By aia es fe cee Lee ec el BAe PR Om - ea — 65 — — — 65 
OCHET RAK CS eee case ste ckcte ian bees omuae tet eal cara let warenons — 4 213 — 213 4 
SUD=totalacsh eae eee OMS «a 43 954 20 , 273 28 ,649 20,316 29 ,603 
Licences, Permits, Fees, Fines and Penalties ®......... 651 1,756 1 266 665 2,022 
Publicn Domaine ee te eerie eee cote ome. ms 1,413 2,801 351 299 1,764 3,100 
Sales of Commodities and Services................000- 97 63 738 543 835 606 
CO Cher Rarane pee tary iati RUM Ih ME A Baee ALN ile Veda rate uepas Rae 619 97 225 201 844 298 
Rta e dhs dhl MAN fascia iced AED Hi AR 1 6,665 9,972 21,601 29,958 24,424 35,629 


‘®) Compiled from the Public Accounts of the Dominion and the Provinces. 


®) Including Liquor Licences. 


per cent of total provincial revenues. Beginning 
in 1873, British Columbia pioneered the field of 
direct taxation, trying real and personal property 
taxes, poll tax and income tax as well as succession 
duties before the end of the period.46 Quebec, in 
1882, was the first province to attempt to levy 
a corporation tax, and New Brunswick followed 
shortly afterwards. All seven provinces were 
levying succession duties in 1896. British Columbia 


secure a generous revision of subsidies led to a 
general introduction of direct taxation. This was 
the most significant development in public finance 
in this period. The movement of the provinces 


into the fields of corporation taxes and succession 


duties was later to have far-reaching and unfor- 
tunate effects upon the whole structure of Canadian 
public finance. 


46 Bx. 172, Brief of B.C., Pt. V, Table 124. 


Summary, 1867-96 


In the first thirty years of Confederation, the 
physical framework of the Dominion had been 
completed and the basic national economic policies 
for the future had been adopted. Despite these 
achievements, the period was one of trial, dis- 
couragement and even failure. The national 
economic expansion failed to materialize. The 


long depression naturally weakened the newer and > 


more tenuous loyalties and the Federal Government 
which, at first, undertook its appointed task of 
national leadership with vigour and assurance 
floundered and seemed to have lost its way. Its 
hesitations helped to undermine its claim to 
dominate the provinces. Provincial loyalties, on 
the other hand, showed an unsuspected strength 
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and Privy Council decisions confirmed the prov- 
inces in possession of a large sphere of action 
beyond the reach of the Dominion. But the 
provinces were caught in a financial strait jacket 
from which they laboured, as yet unsuccessfully, 
to free themselves. The provincial governments 
lacked financial resources, while the Dominion 
failed to evoke a spirit of national loyalty. In 
these circumstances, it was by no means clear, at 
the end of the period, that the equilibrium 
necessary to a working federalism could be reached. 
It was not clear whether room could be found for 
the free play of provincial aspirations without 
denying to the Dominion the confidence and 
loyalty it needed for the advancement of common 
national purposes. 


CHAPTER III 


THE WHEAT BOOM, 1896-1913 


1. NaTIonNAL Economic EXPANSION AND 
INTEGRATION 


For twenty-five years the new nation had 
languished and even the most sanguine were 
troubled by forebodings about the success of 
Confederation. Then a fortuitous conjuncture of 
world circumstances brought with a rush the 
fulfilment of hopes long deferred. Life began to 
stir in the frame erected years earlier for a trans- 
continental economy. Directed by the national 
policies of all-Canadian railways, western settle- 
ment and protective tariffs, it grew with a rapidity 
surpassing all expectations. A vast and sudden 
transformation was wrought by the magic of 
wheat. The wheat boom brought a flood of settlers 
into the West and created two new and flourishing 
provinces. It precipitated a new era of railway 
development and spurred on the industrialization 
of Central Canada. Immense capital expenditures 
were necessary to equip the West and the growing 
urban and metropolitan areas of the East. Wheat 
worked a new integration of economic life and 
linked together the fortunes of the different regions. 

In the optimism and prosperity of the day, the 
Federal Government recovered the initiative it had 
lost in the stagnation of preceding years and 
plunged again into the work of national develop- 
ment which the Fathers had assigned to it. The 
boldness and success of its new enterprises stimu- 
lated national pride. The development of the West 
was a national achievement and the participation 
of all areas in a common effort fostered a new 
sense of nationhood. Sons and daughters of the 
Maritimes and Central Canada migrated to the 
plains and built up the West, thus forging 
innumerable links between the older Canada and 
the new. Expansion on the distant frontier either 
solved or postponed the problems of provincial 
adjustments and regional interests. The Federal 
Government did not resume the attempt to 
dominate the provinces which had marked its 
earlier period of leadership and MDominion- 
provincial friction’ died almost completely away. 
Local and cultural diversities were partly recon- 
ciled and partly overshadowed in the dazzling 
success of the western development. 
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Success at Last—the turn in world circumstances 
rings a settlement boom on the Prairies 


The Great Depression and the long period of 


economic stagnation in Canada came to an end 


in 1896. Prices, which had fallen 40 per cent 
(Statist Index) since 1870-75 began to rise. This 
reversal of trend was primarily due to economic 
factors operating throughout the entire world. 
The early nineties marked the beginning of a 
remarkable increase in the world’s output of gold. 
During 1896-1914, as a result of the discovery of 
the deposits of the Transvaal and improved mining 
processes, world production was over three times 
as great as that of the eighteen preceding years 
and the world’s stock of gold rose by 50 per cent. 
The absorption of this large increase in supplies 
by monetary systems in the days of the freely 
operating gold standard, and the rapid expansion 
of banking institutions, were important factors in 
the persistent and world-wide rise in prices. 

The prices of raw materials, including foodstuffs, 
rose more rapidly than those of manufactures, 
especially iron and steel. This fact had immense 
significance for Canada. After 1896, the indus- 
trialization of Western Europe and the United 
States proceeded at a pace which amounted almost 
to a second industrial revolution. In the United 
Kingdom, France, Germany and the United States, 
the output of pig-iron and coal doubled between 
1895-99 and 1910-14. The rapid growth of popu- 
lation, combined with the crowding of people into 
large industrial cities, created a rising demand for 
foodstuffs, particularly cereals. The full impact of 
this demand was felt in Canada. Hitherto the 
American West had been the granary for the 
expanding industrial population of Europe. But 
most of the good American lands had been taken 
up and it was natural that further demands for 
grain would push the frontier into the open plains 
of the Canadian Northwest. 

The economic circumstances were unusually 
favourable. Selling prices were rising and costs 
were either falling or rising more slowly. Between 
1896 and 1909-13, as is shown in Table 18, the 
average of the prices of all Canadian exports 
increased 32 per cent, that of grains and flour 


TABLE 13.—CHANGES IN PrRIcE AND. Cost TRENDS, 


1870-1913 
Percentage | Percentage 
Decrease Increase 
1870-75 1896 
Average to 1909-13 
to 1896 Average 
General Level of Canadian Wholesale 
TICES Uae anc ML REOERS ote oaks, aa? — 35 + 48 
Canadian Selling Prices— 
PLRPOL GH SOG. We. Seven bs epee O4yE — 4 + 32 
Grains and Flour ©... 3....5..5..... — 40 + 62 
Wiheat-Liverpoolisg..4: Hassle decles — 46 + 33 
Canadian Costs— 
PUSOP UR, Oe) oe dasunce oe Cans os ee — 35 + 24 
Imports of Iron and Steel Products ‘ — 34 + 6 
Prices of Manufacturers .......... + 20 
Ocean Hreights-@ ovat... eee. — 47 + 7 
Interest Rates: ©: Gye whee — 23 + 28 


®) Michell, H., “Statistics of Prices,’’ Statistical Contributions to 
Canadian Economic History (Toronto, 1931). 

®) Taylor, K. W., “Statistics of Foreign Trade,” Ibid. 

) Dominion Bureau of Statistics. 

 Tsserlis, L., “Tramp Shipping, Cargoes and Freights,’”’ Journal 
of the Royal Statistical Society, Part I, 1938, p. 122. 

) Yield on U. K. Consols. 


increased 62 per cent and the price of wheat at 
Liverpool increased 33 per cent. On the other hand, 
the average of the prices of Canadian imports rose 
only 24 per cent and that of manufactured goods 
20 per cent in the same period. A development 
of probably more far-reaching significance was the 
phenomenal decline in ocean freight rates. In 1896 
ocean rates were only about half of what they had 
been during 1870-75 and they continued to fall 
until 1908, while wholesale prices were rising. 


The great decline in transportation, costs, the 
increase in the prices of cereals and the relative 
cheapening of the factors which entered the costs 
of production, i.e., manufactured goods and imports 
in general, suddenly brought the virgin resources 
of the Prairies within the scope of the international 
market and within the range of profitable exploita- 
tion. Capital and capital goods, the essential 
means for making this exploitation possible, were 
ae than ever before. The prices of iron and 
steel, which largely determined the cost of rail- 
ways and of the implements of production, were 
falling steadily in relation to the values of the 
products of the farm. Interest rates were the 
lowest in recorded history and the British investor 
was willing to lend overseas in unprecedented 
volume. “At last Canada’s hour had struck.” 


The favourable conjuncture of events after 1896 
suddenly made the vast Canadian Prairie attractive 
to settlement. Another set of circumstances made 
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it available almost as soon as its attraction was 
felt. The comparative uniformity of conditions, 
the concentration on a single crop and the ease 
with which transportation facilities could be 
provided and cultivation begun in a grassland 
terrain, meant that practically the whole region 
became at once profitable and open for develop- 
ment. Homes did not have to be hewn out of 
the forest nor clearings widened by slow and 
tedious stages. The ready assistance of govern- 
ments and the painfully acquired experience of 
the early settlers had by 1900 largely solved the 
problems of production. The spring wheat culture, 
fall ploughing, and summer fallowing, were the 
major adaptations of farming methods to the semi- 
arid conditions and the short growing season of the 
Prairies. Henceforth, the speed of development 
depended upon the availability of men and capital. 
The Federal Government threw its energies and 
resources into the provision of both. 

All the unoccupied lands in the Northwest 
were under the control of the Dominion. Hence 
the occupation of them was directed by the national 
purpose of rapid and unhampered settlement. 
With the termination of the railway land grant 
system in 1896, the free homestead became the 
mainstay of Dominion land policy. Out of a total 
of about 140,000,000 acres available for settlement, 
nearly 60,000,000 were set aside for. free home- 
steads. In a period of rising prices, rising land 
values and cheap credit, the lure of these free lands 
in the “last, best west’ was irresistible. The 
vigorous immigration policy of the Dominion, the 
efforts of the railways and “enterprising” land 
companies accelerated the rush from Europe and 
the United States to seize the new opportunities 
of the Canadian Prairies. The inflow of settlers 
began in earnest soon after the-opening of the 
century and during the subsequent years of the 
period, the land was taken up with amazing 
rapidity. “An area larger than Vermont was 
‘entered’ in free homesteads in 1909; twice the 
area of Connecticut in 1910; more than Delaware 
and New Hampshire in 1911; nearly the area of 
Maryland in 1912; and more than Massachusetts 
in 1913....”1 By the end of 1913, the rapid phase 
of western settlement was over. In so short a 
time, the frontier was pushed to its limits in almost 
all directions. 

The occupation of the Prairie lands proceeded 
with little discrimination. There were no classifi- 
cations of resources, no soil surveys, no climatic 


1Chester Martin, “Dominion Lands” Policy, p. 519. (Cana- 
dian Frontiers of Settlement Series, Vol. IT.) 
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records to guide either the government or the 
unwary settler. The policies and methods of the 
Dominion were mainly designed to serve the 
national purpose of filling the Northwest at once 
with as many people as possible. The selection 
of land was left largely to chance and to the 
devices which colonization agents, railways and 
land companies employed in their own immediate 
interests. The sectional survey, the railway land 
grant scheme, and pre-emptions illustrate a system 
designed for indiscriminate mass colonization? and 
it worked with almost mechanical perfection. 
Adjustment to the vagaries and failings of nature 
was left to time and bitter experience. 

Prior to 1908, all the odd-numbered sections 
over the entire Prairie region were reserved for 
railway land grants. The railways were allowed to 
select their lands in areas “fairly fit for settlement”. 
Under this clause nearly all the grants were taken 
up in the brown soil zone and in the wooded 
country of the Park Belt. 

In 1908 when the location of the grants was 
completed, the whole area comprising the “dry 
belt” (southwestern Saskatchewan and _ eastern 
Alberta) which the “land-grant railways” had 
avoided was thrown open for free homesteads and 
pre-emptions. Up to that time settlement was 
largely confined to the park country and the tall 
grass plains. After 1908, the settlers induced by 
the pre-emption and deceived by a period of super- 
normal rainfall, swarmed into the dry area. 

The ranching leases in the territory long thought 
to be fit only for grazing were terminated and the 
lands put under cultivation. “Instead of warning 
off the homesteader from areas of submarginal 
agriculture, it was thought necessary to warn off 
the rancher from encroaching upon the range of 
the free homestead, and to give the homesteader 
right of way in case of conflict between the two.’ 
The flatness of the country, and the absence of 
forests and other obstructions facilitated extremely 
rapid settlement. Between 1910 and 1915, some 
860 miles of railway were built south of the South 
Saskatchewan River. In the short space of about 
seven years, virtually the whole of the Dry Belt 
was occupied. 

Whatever mistakes may have been made and 
resources wasted, the settlement of the Northwest 
was largely accomplished by 1913, and for the time 
being, at least, both the dry and the more humid 


2¥For a discussion of this indiscriminate settlement and some 
of its results, see Ex. 236, Brief of the Edmonton Chamber of 
Commerce, pp. 19-22. 


8 Chester Martin, op. cit., p. 526. 


areas had been brought into profitable production. 
Between 1896 and 1913, one million people moved 
into the three Prairie Provinces and the population 
increased from 7 to 20 per cent of the total popu- 
lation of the Dominion. The area of occupied land 
increased from about 10 million acres to 70 million 
acres and the production of wheat from approxi- 
mately 20 million bushels to 209 million bushels. 
At the end of the period, the value of agricultural 
production reached a total of $300 to $400 million 
annually. 


Settlement Boom makes National Economic Policies 
Effective—general expansion and _ national 
economic integration 


The development of the Northwest within so 
short a time brought prosperity and rapid economic 
expansion to the rest of Canada. The settlement 
of the Prairies took place within the framework 
of the national policies of all-Canadian trans- 
portation and protective tariffs. The resolute 
application of these policies directed the growing 
demands for capital equipment, for manufactured 
goods, for distributive and commercial services into 
Canadian channels, thus bringing expansion in other 
parts of the Dominion. 

The construction of the railways, the deepening 
of the canals and the improvement of the harbours 
necessary to transport the increasing volume of 
Western grain over Canadian routes, stimulated 
economic activity in the East and gave it a large 
share in the moving of western products to the 
markets of the world. The building of towns 
and cities on the Prairies, the equipment of the 
farms and the consumption demands of the popu- 
lation required a large quantity of manufactured 
goods. The protective tariff enabled Canadian 
manufacturers to capture the greater share of this 
new market, thus giving a tremendous impetus to 
industrialization in Ontario and Quebec, to the coal 
and steel industries of Nova Scotia and to the 
lumber industry of British Columbia. 

The two national policies of all-Canadian trans- 
portation and protective tariffs, were closely 
related. The former made direct economic inter- 
course between the separate regions possible; the 
latter promoted East-West traffic; and, under the 
stimulus of Western expansion, the two together 
produced a remarkable degree of interdependence 
among the widely scattered and diverse communi- 
ties of which Canada is made up. An economically 
loose transcontinental area was transformed into a 
highly integrated national economy. 


All-Canadian Transportation—the great policy of 
national development and the foremost object 
of federal finance; unbounded optimism and 
the birth of the railway problem 


The Dominion’s railway policy played a signifi- 


cant part, both in promoting the settlement of the 
Northwest and in making that settlement the 
basis of expansion in other regions of Canada. 
“Railways and continually improving transporta- 
tion were as essential as rain and sun to progressive 
settlement on the Canadian prairie.’4 Prior to 
1896, railway transportation in Western Canada 
was virtually controlled by the Canadian Pacific 
Railway. After the abandonment of the monopoly 
clause in the Canadian Pacific Railway charter in 
1888, other lines were built and projected in 
southern Manitoba, principally those of the 
Northern Pacific; but there was little competition. 
In 1896, Mackenzie and Mann obtained their first 
railway charter and established the nucleus of that 
phenomenal enterprise, later to become known as 
the Canadian Northern. With the liberal guar- 
antees offered by the Province of Manitoba which 
was ever anxious to encourage the construction of 
independent lines, the Canadian Northern rapidly 
acquired a network of railways on the Prairies. In 
1902, it had 1,200 miles of line including a connec- 
tion with Port Arthur. 

While the relation between settlement and 
railway construction in Western Canada was 
immediate and direct, the influence of western 
settlement upon the transportation system in other 
parts of Canada was indirect but of far-reaching 
importance. The mounting volume of grain moving 
outward to the markets of the world and the 
increasing quantities of manufactured goods and 
equipment moving into the Prairies taxed the 
capacity of the existing facilities connecting the 
East with the West. This aroused the concern 
of the Dominion Government and inspired the 
imagination of railway promoters. 

In the East, this growing traffic brought to the 
Grand Trunk its first period of real prosperity. In 
the West, the well-placed and economically-built 
lines of the Canadian Northern yielded increasing 
profits. Both systems were anxious to improve 
upon their good fortunes; the former by securing 
a direct connection with the western source of its 
expanding traffic; the latter by building a line to 
the East. The Dominion Government, alert to 
turn the commercial benefits of Prairie settlement 
to national advantage, was anxious to retain the 


4W. A. Mackintosh, Prairie Settlement: The Geographical 
Setting (Toronto, 1934), p. 46. 
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flow of Western traffic within Canadian channels. 
Neither company could realize its ambition with- 
out the assistance of the Dominion. The nature 
and extent of the assistance given ensured that 
the extension of railway facilities would be in 
accordance with the aims of national policy and 
not necessarily in accordance with the conditions 
of economical and efficient transportation. As 
events later proved, the optimism of the period, 
the political exigencies and rival ambitions of the 
time made these two aims incompatible. 

The increasingly rapid rate of settlement after 
1902 spurred both the Dominion Government and 
the two railway companies into action. During 
the railway debates of 1903, Sir Wilfrid Laurier 
stated the Government’s policy and the necessity 
of carrying it out immediately :— 

“|. we cannot wait, because at this moment there is a 
transformation going on in the conditions of our national life 
which it would be folly to ignore and a crime to overlook; 
we cannot wait, because the prairies of the North-west .. . 
are now invaded from all sides by the white race. They came 
last year 100,000 and still they come in still greater numbers. 
Already they are at work opening the long dormant soil; 
already they are at work sowing, harvesting and reaping... 
We consider that it is the duty of all those who sit within 
these walls by the will of the people, to provide immediate 
means whereby the products of those new settlers may find 
an exit to the ocean at the least possible cost, and whereby, 
likewise, a market may be found in this new region for those 
who toil in the forests, in the fields, in the mines, in the shops 
of the older provinces. Such is our duty; it is immediate and 
imperative. ... Heaven grant that it be not already too late; 
heaven grant that whilst we tarry and dispute, the trade of 
Canada is not deviated to other channels, and that an ever 
vigilant competitor does not take to himself the trade that 
properly belongs to those who acknowledge Canada as their 
native or their adopted land.”5 


In 1902, both the Canadian Northern and the 
Grand Trunk asked the Dominion for authority to 
carry out their plans to build a transcontinental 
railway. Attempts were made by the two com- 
panies and the Government to reach an agreement 
which would avoid the duplication involved in the 
construction of two additional lines across the 
continent, but they were without success. Under 
the prevailing optimism and political pressure, the 
Government did not insist and in the end gave 
generous assistance to both. 

The original proposal of the Grand Trunk was 
to construct a line from Winnipeg to the Pacific 
Coast and then to link Eastern Canada with 
Winnipeg through the United States, via Chicago. 
When a charter for this route was refused by the 
Dominion, the Company proposed to build from 
North Bay and asked for assistance amounting 


5 Debates, House of Commons, 1903, pp. 7659-60. 
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roughly to half the land and three-fifths of the 
cash subsidy paid to the Canadian Pacific Railway. 
The Government, however, feared this scheme 
would result in the diversion of the western traffic 
over the Company’s lines to Portland rather than 
to Canadian ports. The expressed willingness of 
the Grand Trunk to connect with the Intercolonial 
was not taken seriously and the Government finally 
took the initiative to protect its own policy of 
all-Canadian transportation. The Dominion Gov- 
ernment proposed to build a line (the National 
Transcontinental) from Moncton to Winnipeg and 
to lease it to the subsidiary of the Grand Trunk 
(The Grand Trunk Pacific) which was to construct 
a railway from Winnipeg to the Pacific Coast. 

The National Transcontinental was to be located 
and built in accordance with the two-fold object of 
providing an all-rail outlet for western grain to 
Canadian ports and of opening “. . . to colonization 
the rich hinterland of Ontario, Quebec and New 
Brunswick”. The agreement with the Grand Trunk 
Pacific in 1903 declared the purposes of the Govern- 
ment :— 

“Tt is hereby declared and agreed between the 
parties to this agreement that the aid herein provided 
for is granted by the Government of Canada for the 
express purpose of encouraging the development of 
Canadian trade and the transportation of goods 
through Canadian channels. The Company accepts 
the aid on these conditions and agrees that all freight 
originating on the line of the railway, or its branches, 
not specifically routed otherwise by the shipper, shall, 
when destined for points in Canada, be carried 
entirely on Canadian territory, or between Canadian 
inland ports, and that the through rate on export 
traffic from the point of origin to the point of destina- 
tion shall at no time be greater via Canadian ports 
than via United States ports, and that all such traffic, 
not specifically routed otherwise by the shipper, shall 
be carried to Canadian ocean ports.”’§ 

Private capital would not undertake the venture 
under the conditions imposed by the Government. 
In order to secure its objects of all-Canadian trans- 
portation and development, the Dominion had to 
provide virtually all the capital required for the 
entire transcontinental project. The line from 
Moncton to Winnipeg was to be built wholly out 
of government funds. From Winnipeg to the 
Pacific Coast three-quarters of the cost (not exceed- 
ing $13,000 per mile in the Prairie section) was to 
be met by Dominion guaranteed bonds. 

During 1902, the Canadian Northern obtained 
authority to build a railway from Port Arthur to 
Montreal. In 1911, when the Company was ready 
to go ahead with this plan, the Dominion Govern- 


6 Statutes of Canada (1903), 3 Edward VII, c. 71, sec. 42 of 
the agreement. 
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ment was prepared to furnish the necessary assist- 
ance. Bonds to the extent of $35°5 million were 
guaranteed for a line from Port Arthur to Ottawa. 
The preamble to the Act providing for aid to the 
Company set out the aims of the Government and 
indicated the optimism with which still another 
transcontinental project was undertaken :— 
‘Whereas, having regard to the growth of popula- 
tion and the rapid development of the production and 
trade of that portion of Canada lying west of the 
Great Lakes, and to the rapidly expanding trade and 
commerce of Canada generally, it is in the interests 
of Canada as a whole that another line of railway 
designed to assist in the direct and economic inter- 
change of traffic between the eastern and western 
portions of Canada, to open up and develop portions 
as yet without railroad facilities, to promote the 
internal and foreign trade of Canada, to develop 
commerce through Canadian ports, and to afford the 
Government system of railways in Quebec, New 
Brunswick, Nova Scotia and Prince Edward Island 
an interchange of through traffic, should be constructed 
from the Pacific Ocean to the city of Montreal.”? 


While the Federal Government was assuming 
these extensive commitments to link together the 
separate regions, promote national development and 
keep Canadian traffic flowing over Canadian routes, 
the provinces, particularly those in the West, were 
energetically securing the construction of local lines 
both by guarantee and direct investment. Total 
railway mileage increased from 18,140 in 1901 to 
30,795 in 1914. During the same interval, the 
railway mileage in the Prairie Provinces rose from 
4,141 to 11,709. In 1914 there were more miles 
of railway in Canada per 1,000 inhabitants than 
in any other country in the world. Three railway 
systems (at 1914, two were not quite completed) 
spanned the continent. There were three lines 
through the wilderness of Northern Ontario, three 
lines, two of them running side by side, through 
the Rocky Mountains and three connections 
between Central Canada and the Maritimes, two 
of them through Canadian territory. 

The extent of these costly duplications over 
long stretches of unproductive country shows the 
optimism of Dominion railway policy and the 
grandiose schemes of the railway promoters which 
this policy supported. Whether or not this optimism 
was pardonable in the spacious days of 1900-13, 


the burdens which it ultimately imposed on the | 


Federal Government must be regarded as the cost 
of promoting the national purposes of development, 
national economic integration and political unity. 
It is true that many regional, provincial and local 
interests were served, but only incidentally to the 


7 Statutes of Canada (1911-12), 1-2 George V, c. 6. 
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prosecution of larger purposes. The cost was 
heavy. The aid given and commitments under- 
taken by the Dominion Government for railways 
up to 1914, are set out in Table 14. 


TABLE 14.—DoMINION GOVERNMENT ASSISTANCE 
To RAILWAYS 
(Millions of Dollars) 


To March 31, 1914 
Cash Subsides— 


Canadian Pacific Railway System.. .. ... 48.5 
Canadian Government Railways... .. .. .. 3.2 
CELSO Bly caletrimieg len lens ta le bd Bd ag a Dd hh Ua 48.5 
100.2 
Direct Investments on Construction and 
dvances— 
Canadian Pacific Railway System.. 39.7 
Intercolonial and Prince Edward "Island 
Railways... 115.1 
National Transcontinental and _Quebee 
Pe DLIGZes.. |. ey ee eteitice | LODO 
Hudson Bay ‘Railway... : a 6.1 
Other Canadian Government Railways. ts 13.7 
Granduenrunky SVSueline pare lore ievenisretes lice: rc 72.5 
Canadian Northern System... Ey UDHate fateh ieleit o's 8 
TEE) 2 et) RI OIE TR Ae | a Al 4 
403.3 
Bonds Guaranteed— 
Grande MrunkuOVvsteMmacteey ccnell sellcsisielis ¢ 35.0 
Canadian Northern System.. Tahar NR AT flee 59.7 
94.7 
BLM peCUeMeN cl em bear P tia Wy haleN eat |"aligs iti a « 598.2 


*In addition the Dominion gave net land grants amounting 
to 31-8 million acres. 


During the rising prosperity of 1900-13, these 
onerous burdens were not galling and, in any case, 
it was thought that the rapid growth of the country 
would quickly justify the gigantic undertakings. 
As long as these were still in the construction stage 
and the interest on the mounting railway debt 
was capitalized and as long as the increasing capital 
imports due to the building of the railways swelled 
the Dominion revenues, there was no strain on 
the public finances. Almost all of the heavy capital 
expenditures of the Dominion Government during 
1900-14 were met from current surpluses and the 
net debt rose by less than $70 million. In 1911, 
the Minister of Finance stated that: “Twenty years 
ago it would have taken six years’ revenue to pay 
the net debt; ten years ago it would have taken 
five years’ revenue to pay the net debt; today less 
than three years’ revenue would pay the whole net 
debt of Canada’”’.8 The lavish railway guarantees 
had not yet come home to roost, and of course it 
was thought they never would. It was during this 
period of buoyant revenues and high confidence 
that the Canadian railway problem was born. 


8 Budget Speech, April 4, 1911, p. 8. 
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The provision of national transportation facilities 
was but one aspect of Dominion railway policy. 
To attain the objectives of that costly policy it 
was necessary to secure a level of rates which 
would counteract the North-South pull of geog- 
raphy and of possible alternative routes and draw 
traffic over the East-West lines instead. Hence the 
Dominion played an important part in shaping the 
railway rate structure (by legislation and by rulings 
of the Railway Committee of Privy Council and 
later of the Board of Railway Commissioners). 
The nature and extent of its intervention were fixed 
by its determination to encourage inter-regional 
traffic and all-Canadian transportation. 

The objectives of the Dominion appear clearly 
in the Crow’s Nest Pass Agreement of 1897. Under 
this agreement, the Canadian Pacific Railway, in 
return for a subsidy for the construction of the 
Crowsnest Pass line, undertook to reduce rates 
on grain and flour moving from the Prairies to 
the Head of the Lakes by 3 cents per 100 pounds 
and to reduce the rates on a considerable list of 
settlers’ household and building supplies moving 
westward from Fort William and points east by 
10 per cent. In the Manitoba-Canadian Northern 
Agreement of 1901, the Railway Company, in con- 
sideration of a provincial guarantee of its bonds and 
the lease of the Northern Pacific lines in Manitoba, 
agreed to reduce its tolls on grain from points in 
Manitoba to Fort William and Port Arthur by 4 
cents per 100 pounds or to reduce all other rates 
to and from the Head of the Lakes by about 15 
per cent.9 

Following this agreement, a reduction of 2 cents 
per 100 pounds on grain and 74 per cent on other 
freight was granted to points in Saskatchewan and 
Alberta. The decision of the Board of Railway 
Commissioners in the Western Rates Case (1914) 
lowered the Saskatchewan and Alberta rate scales 
approximately to the level of those of Manitoba. 
The agreement with the Grand Trunk Pacific in 
1903 stipulated “that the through rate on export 
traffic from the point of origin to the point of 
destination shall at no time be greater via Canadian 
ports than via United States ports.” The net effect 
of these reductions was to make Canadian grain 
rates the lowest in the world. While these reduc- 
tions were being made in Western rates the Eastern 
Export Rates Case in 1905 and the International 


9A reduction of 2 cents per 100 pounds on grain was put 
into effect on February 1, 1902 and a further reduction of 2 
cents on October 7, 1903. In addition, the reduction of about 
15 per cent on all other freight was put into effect on June 1, 
1902. This agreement was not the result of Dominion policy but 
the condition established by the agreement resulted in reductions 
elsewhere later ordered by the Board of Railway Commissioners. 
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Rates Case in 1907 resulted in a decrease of about 
10 per cent in export rates from Ontario and in the 
merchandise class rates in Hastern Canada. The 
rates between the Maritimes and Central Canada 
were directly under the control of the Dominion 
through its operation of the Intercolonial. Because 
of the location of the line and the desire to promote 
traffic, the tolls were kept far below the level of 
profitable operation.1° 

It is impossible to relate here all the detailed 
effects of Dominion policy on the Canadian freight 
rate structure, but sufficient of the important cases 
have been cited to indicate their influence in the 
considerable lowering of rates that took place 
during this period. The broad decline in the level 
of rates was accompanied by a narrowing of 
regional differentials. This, together with the 
special concessions to certain commodities encour- 
aged inter-regional trade and promoted the 
development of new areas, particularly Western 
Canada where the farmer was greatly benefited 
by the low rates on grain. The Dominion was 
bending the railways to its dominant purposes. 


A Booming Market for Manufactures—protective 
tariffs direct demands of railway expansion and 
western settlement into Canadian channels 


The third national policy which was a factor in 
directing the course of development during 1896- 
1913 was the tariff policy. Although it was inspired 
by other motives and originally adopted to deal 
with different problems, it was nevertheless closely 
related to the Dominion’s transportation policy. 
The two together released a set of complementary 
influences which buttressed the transcontinental 
political union with an integrated transcontinental 
economy. Under the dynamic and expansive force 
of western settlement, these influences were effec- 
tive. During the stagnation of the Great Depres- 
sion, the “National Policy” tariff of 1879-87 had 
not produced any notable results. The disappoint- 
ment gave increasing force to the complaints of 
the Maritimes and of the exporting industries of 
Central Canada. These complaints were strong 
enough to bring about some tariff reductions in 
the early nineties. However, the effect of the 
reductions was limited because the price decline 
made many specific duties increasingly protective. 
On the other hand, the burden of the tariff tended 


to decline due to the relative fall in the prices of 


10 Prior to 1913 the Maritime freight rates were about 20 
per cent below those of Central Canada. The first of the increases 
which by the end of the War (1914-18) brought the Maritime 
See to the level in Ontario and Quebec was put into effect 
in ; 


manufactured goods, and the great decreases in the 
costs of transportation. 

The period of expansion which began in 1896 
brought an entirely different set of conditions. The 
development of the West created a new and 
powerful interest in low tariffs while the growing 
demands of the settlers made the protective prin- 
ciple all the more desirable to the industrial East. 
Furthermore, a new competitive situation emerged 
with the rise of the United States as a great manu- 
facturing nation. The Canadian tariff policy during 
1896-1913 was a compromise between these opposing 
interests and also an attempt to make western 
development the basis of a general expansion. 

The agitation for lower duties brought a 
significant innovation in the tariff of 1897. Instead 
of the almost traditional offer of a reciprocity treaty 
with the United States, a reciprocal clause offered 
a reduction in duties of one-eighth, and after July 1, 
1898, one-quarter, to all countries adjudged on the 
whole to have given equally favourable treatment 
to Canada. Great Britain was immediately granted 
this reciprocal tariff. In 1898, the general offer of 
reciprocity was replaced by a British Preferential 
Tariff of one-fourth lower than the ordinary duties. 
During 1900 the differential was increased to one- 
third. 

In 1904, an anti-dumping clause was inserted in 
the tariff giving added protection against extremely 
low-priced imports, particularly iron and _ steel, 
without a general increase in duties. 

A complete revision of the Customs Tariff Act 
was made in 1907, introducing an Intermediate 
Tariff in addition to the British Preferential and 
General Tariffs. Apart from the establishment of 
these three schedules, the changes in duties were 
few. The uniform one-third differential in the 
British preference was removed and a separate 
preference was given for each item. The Inter- 
mediate Tariff which was approximately 10 per 
cent below the General was to become effective 
only as commercial treaties were negotiated. These 
general changes were the main adaptations of the 
Canadian tariff to the changing circumstances of 
the 1896-1913 period. 

None of them resulted in any important altera- 
tion in the level of protection to Canadian industry. 
There were numerous reductions in individual 
items but they were made mainly at the expense 
of the treasury, without much modifying the degree 
of effective protection. In a few cases, however, 
considerable decreases were granted, particularly 
on articles entering into the cost of production of 
western agriculture, such as farm implements and 


tools, binder twine and barbed wire. The duties 
on primary iron and steel were reduced but the 
loss in protection was offset by increase in and 
extension of the bounties. 

The changes in the structure of the Canadian 
tariff after 1896 were, in the main, attempts to 
placate the low tariff interest of the growing 
exporting industry of the West while at the same 
time maintaining protection against the rising 
competition from the United States. The strategy 
of national policy was to bring about an East- 
West economic integration, an East-West inter- 
dependence and an East-West flow of traffic over 
the costly transcontinental transportation system; 
the tariff policy was part of this strategy. In 
addition to other considerations, the British Pref- 
erential and the Intermediate Tariffs were devices 
to cheapen imports from Britain and Europe which 
would move over the East-West route without 
lowering the barriers which restricted the South- 
North flow from the United States. The com- 
mercial and industrial opportunities of the western 
development were not permitted to be seized by 
the “ever vigilant competitor” to the South but 
were reserved to “those who toil in the forests, in 
the fields, in the mines, in the shops of the older 
provinces’’.11 

Under the circumstances, the moderate degree 
of tariff protection was a practical compromise 
between the various interests concerned. The 
settlement of the Northwest took place with the 
tariff as one of the given conditions. With rising 
prices and rising land values, it did not impose 
ae immediate burdens. The rapidly increasing 

mands for manufactured goods brought great 
industrial expansion in the East without the 
shelter of a higher level of protection. The 
Government pursued its announced policy of 
“moderation and stability”, and countered the 
insistent demands from certain quarters for in- 
creased duties with the reply that: “The best way 
you can help the manufacturers of Canada is to 
fill up the prairie regions of Manitoba and the 
Northwest with a prosperous and _ contented 
people, who will be consumers of the manufactured 
goods of the east”.12 In the political arena, the 
tariff was a ‘sleeping dog’ that was allowed to lie. 
Laurier wrote to Tarte: “The question of the tariff 
is in good shape if no one seeks to force the issue’”’.* 

The industrial expansion of Canada after 1896 
was remarkable. Between 1890 and 1910, the net 


11 See p. 69. 
12 Budget Speech, April 16, 1903. 


* January 27, 1903, O. ie Ae Life and Letters of Sir 
Wilfrid Laurier, ‘Vol. II, p. 183. 
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value of manufacturing production increased by 
nearly three times. In spite of an increase of 
nearly 200,000 farms in the Prairie Provinces 
during the period, the proportion of the total 
gainfully occupied engaged in manufacturing 
remained about the same. Although a vast 
agricultural region was added to the economy, the 
ratio of urban to total population increased from 
32 to 45 per cent. While the value of agricultural 
production rose by leaps and bounds—the value 
of the exports of wheat and flour alone in 1913 
was greater than the value of all exports in 1896. 
—the value of the manufactured goods produced 
for the home market increased at an even faster 
rate. 


TasLeE 15.—Tue Net VALUE oF PRODUCTION OF 
MANUFACTURES—CANADA"®) 
(Millions of Dollars ) 


Totals for 
Establishments with 
euilodl Five Hands and 


Over 
1900 1910 
extilesy crcl ve niet a rit as unio M Seay ly 32-9 67-3 
GTO ET ee NA nl eae i ats aati gc Pate 20 0 43-7 
WG ONL OxbHles Yee IRN ANNE UNTO ACU iol 4-0 4-4 
Wotton Pextiless hij Waly Meee Ns en 6-5 13-0 
Tron and Steel and their Products......... 35-0 106:3 
Agricultural Implements............... 5°5 10:7 
Railway Rolling Stock yy. s 2 ices. hi. 2 5-2 25-2 
Boilers, Tanks and Engines............. 2°83 7-6 
Bridge and Structural Steel Work....... 0-7 2-8 
Wire and Wire Goods... 225s shine ee ern: 0:8 2-2 
Primary iron and steels) 30/05 satis. eth 3-1) 14-9) 
TRUD DERE LOGUCER! ete laa, elnteneney eaten 0-6 3-4 
PLGBACCOM ECE UH NNT a cia ehiali itl, seo mee) a penal 8-1 13/32 
IBOOUSANGUSROES Wade mre Nyy) by ae bonne lade at 7-6 16-0 
TERT Robb ENS ANE Ne PN ALOU IE I MH LA 4-3 8-0 
DAAMOPY Mpiediars ARIS u Uae ia Wim dilteretalbaly 5-3 18-7 
Flour and Grist Mill Products. . Selon 5-5 25-3 
Glass iProdurces yyy Nn wee NARMS Uae 1:0 3-1 
OVEN CONEY AHS MC UAV Rat UL GS aa SMR (eae a Py 3-9 12-2 
Electric Light and Power.. 2:0 12-9 
Total of above Manufactures.....0....--- 106-2 286-4 
Allother Manufactures ye Ses. ls oles eles 108-3 278-1 
CAPO TORR Ore ek dice Hie win spate a's! nae ate 214-5 564-5 


(®) The Census of Canada, 1901, 1911. 

») Excludes iron smelting. 

Manufacturing expanded in most of the 
important categories: the provision of capital 
equipment, consumers’ goods of general consump- 
tion and the processing of natural products for 
export. The program of railway construction, the 
growth of cities and towns, the equipping of 
western farms and the extension of community 
facilities in both East and West gave a great 
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impetus to the production of capital goods. The 
iron and steel industry particularly made rapid 
progress. Although imports were large, the tariff 
and the bounties diverted a substantial portion of 
the growing demand to the Canadian producer. 
Between 1896 and 1918, the Dominion paid nearly 
$17 million in bounties. Although, during the 
same interval, Canadian consumption of pig iron 
increased tenfold, Canadian manufacturers managed 
to increase their share of the domestic market from 
67 to 80 per cent. 

The duty on steel rails ($7 per ton), which 
reserved the market mainly to the domestic 
producer, was the principal basis of two large steel 
enterprises, one in Nova Scotia and the other at 
Sault Ste. Marie. Under the tariff of 30 per cent 
on cars and 385 per cent on locomotives, the 
production of railway rolling stock became a major 
secondary industry. The new demand for the 
equipment of western farms brought a 250 per 
cent increase in the output of agricultural imple- 
ments. The boom in construction generated a 
great expansion in the production of machinery, 
structural steel, wire and nails. 

The rapid increase in the population and the 
addition of a large specialized agricultural group 
in Western Canada greatly broadened the market 
for consumers’ goods. The rise in the demand for 
such items as boots and shoes, clothing, cotton 
textiles, rubber goods, furniture and tobacco, was, 
by means of the tariff, directed very largely to 
Canadian sources. Between 1900 and 1910, the 
net value of the output of this group of products 
more than doubled. However, little progress was 
made in the production of luxury goods and articles 
of finer quality and imports were large. In the 
case of woollen textiles, linens and silks, upon 
which the duties were relatively low, the domestic 
industries lagged. 

The improvements in transportation, new 
discoveries, increased foreign demand, and techno- 
logical developments opened new opportunities for 
the exploitation of Canada’s natural resources and 
in turn encouraged the growth of processing 
industries. Important beginnings were made in 
non-ferrous metal smelting and the manufacture 
of pulp and paper while the older saw-milling, 
flour-milling, meat and fish packing industries 
expanded considerably. Between 1896 and 1913, 
the exports of flour rose from $700,000 to $20 
million, planks and boards from $8-°5 million to 
$20 million, wood-pulp from $700,000 to $6 million 
and the exports of printing paper reached over 
$11 million in the year ending March 381, 1914. 


The settlement of the Prairies dominated the 
Canadian economic scene, but there were significant 
stirrings in the forests and mines of Northern 
Ontario and Quebec and British Columbia. 

The most striking feature of the industrial 
expansion was its concentration in Ontario and 
Quebec. Seventy-eight per cent of the increase in 
the total net value of manufacturing between 1890 
and 1910 occurred in these two provinces. If the 
production for export (lumber, wood-pulp and 
preserved fish), iron and steel and local industries 
such as baking, printing, buttermaking, are 
excluded, the Maritimes made very little progress. 
In these three Provinces, the numbers employed 
in manufacturing increased but there was a decline 
in the proportion of these to the total of gain- 
fully occupied persons. With the cheapening 
of transportation and the growing advantages of 
large-scale production, industry was drawn nearer 
to the rapidly increasing populations of Western 
Canada and the Central Provinces, and nearer to 
the centre of United States’ industry which 
financed and controlled so many of the Canadian 
manufacturing enterprises. The tendency toward 
concentration in the St. Lawrence Valley was 
particularly strong in the case of consumers’ goods. 
Table 16 shows that the concentration was not 
only great but that in many important manu- 
faetures it was increasing during this period. 


TasLeE 16—TuHre Net VALUE OF MANUFACTURING 
PRODUCTION—-PERCENTAGE OF TOTAL FOR CANADA 
IN ONTARIO AND QUEBEC‘) 


cee 1890 1910 

% % 

Textiles and Textile Products............. 84 90 
Clothingd:tuee wae to Situ A oeen lieth a 86 95 
Cotton Bextilestsey et eae cee ee Tee 80 
Boots andiShoes teresa dete chic Sevtrioakarerere 88 94 
Furniture eee CON ae ebaratel earctelsiiye 81 97 
Tobaccor nen eae iceaeier ste Re One ae 92 95 
Rubbervbroductsancvwecrticsiercisretere tienen cee 98 91 
Liquors ee een rar Man lene lair oe hares ait 88 83 
Glass Products ie aie ates ae ene 90 053 
Chemicals and Chemical Products......... 88 75 
Tronand its Products secimecaciae iene 85 81 
Agricultural Implements............... 99 98 
Hardwaremngwlooisaur juteetot ea eee sie 93 92 
Railway Rolling Stock................. 97 67 
Wire and Wire Goods....:............. 91 92 
Total of Industries listed................. 85 85 
Grand Total Manufactures............... 81 80 


‘®) Compiled from the Census of Canada. 1891 and 1911. 


The manufacturing industries of the Maritimes 
not only failed (with the exception of iron and 


steel) to derive any substantial benefits from the 


western development but they also lost ground 
in their own markets. The small industries and 
the handicrafts which filled many of the needs of 
the local communities declined under the com- 
petition of the mass-produced articles of Central 
Canada. The processing of many _ household 
requirements moved from the self-sufficient family 
and the village artisan to the factories of Ontario 
and Quebec. 

On the other hand, the iron and steel industry 
in Nova Scotia was directly dependent upon 
western settlement and the railway building and 
construction boom associated with it. The iron 
and steel tariffs and bounties enabled the Nova 
Scotia industry to participate extensively in the 
expansion. Rails and railway rolling stock were 
among the items of principal importance. The 
output of pig iron rose from 32,000 tons in 1896 
to 425,000 tons in 1912, the latter constituting 
about one-third of the Canadian consumption. 
However, the rapid growth of the iron and steel 
industry did little more than make up for the 
decline in manufacturing that was experienced in 
certain fields. 

The national transportation and tariff policies 
which did not produce any significant results during 
the Great Depression were manifestly successful 
under the impetus of western settlement. The 
wheat from the Prairies moved over Canadian 
railways, along Canadian waterways and _ partly 
at least through Canadian ports to foreign 
markets. The income from exports was spent 
largely on manufactured goods and equipment 
supplied by the Canadian producer. The steel 
mills and coal mines of Nova Scotia, the 
manufactures of Ontario and Quebec, the lumber 
mills and fruit farms of British Columbia were no 
longer restricted to the limited local demand or to 
the small and uncertain foreign market, but became 
increasingly dependent, either directly or indirectly, 
upon the expanding and protected market on the 
Prairies. The hitherto isolated and almost self- 
contained regions were united with an increasing 
volume of inter-regional trade. In the growing 
inter-relationships and inter-dependence, there was 
a common basis for prosperity and expansion. 
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The Inrush of Foreign Capital—its great import- 
ance in the rapid provision of capital facilities ; 
the rising but vulnerable prosperity 


The pace of economic development during 1896- 
1913 was made possible by a huge investment of 
capital. The expansion took place in the centre 
of a country of vast distances. It was based on 
the exploitation of the natural resources of an 
immense area. These facts, combined with the 
bulky character of the products and the scarcity 
of labour, made necessary a large physical equip- 
ment. The required capital could have been 
obtained at home only very slowly. One of the 
important factors in this rapid growth was the 
ease with which money could be borrowed abroad. 
Soon after the turn of the century, Great Britain 
began to lend overseas in greater volume than ever 
before and Canada became a favourite field for 
investment. In 1897, interest rates had fallen to 
the lowest levels in modern history and during 
that year the Dominion Government floated a 
long-term loan in London at an effective rate of 
2°88 per cent compared with 4:5 per cent in 1879 
and 3:25 per cent in 1888. In 1900, the securities 
of the Dominion Government were placed on the 
Trustee List in England. Throughout the period, 
British money was available for public and private 
borrowing in Canada at low cost. 

The boom in investment, although comprising 
a wide range of industries and activities, was most 
marked in the field of transportation. Between 
1900 and 1913, nearly $1,400 million were invested 
in railways, canals and harbours. These were the 
main instruments of development and the necessary 
means for the promotion of internal trade. The 
policy of all-Canadian transportation greatly added 
to the demand for equipment. If the connections 
between the different regions, and from each to 
the seaboard had been made via the more 
economical routes through the United States, or 
via the existing railways, waterways and ports of 
that country, the transportation overhead on the 
Canadian economy would have been very much 
less. However, in view of the evident progress of 
the country and the great optimism about its 
future, the costs of achieving the national objec- 
tives were readily assumed. Where private credit 
was not sufficient, the pledging of the public credit 
easily brought forth the quantities of capital 
required. 
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TasLe 17.—ToraL CaApiIraAL INVESTMENT IN 
SELECTED INDUSTRIES 
(Millions of Dollars ) 


By By By 
—— 1900 1910 1913 


Farm Buildings and Farm Working 


Capitalscsnay. sateen ue cet Seen 780 | 1,705 — 
Capital Employed in Manufacturing. . 447 | 1,248 — 
Mining, value of Buildings and Plant. 43 109 — 
Capital Employed in the Fisheries... . 11 17 24 

Sub-totalicss-enccwserite cer 1,281 | 3,079 — 
Capital Invested in Railways......... 950 | 1,700 2,200 
Dominion Investment in Canals...... 79 97 107 
Capital Invested in Electric Railways. 39 102 141 

Bubstotal sc cutat ea vais 1,068 | 1,899 2,448 

ratals Mises Sicha a Oeou eto, “= 


The equipping of western agriculture in so short 
a time also involved a heavy investment of capital. 
During this period nearly 200,000 farms were 
established on the Prairies. All the buildings, 
machinery, live stock, etc., had to be newly created 
or brought in, and between 1901 and 1911, the 
value of such property increased by nearly $500 
million. While a large proportion represented the 
capital of immigrants and the savings of the 
settlers, a substantial part was borrowed from 
mortgage and implement companies, banks and 
merchants. 

Although the growth of western agriculture over- 
shadowed progress elsewhere, there were important 
developments in other primary industries. The 
spectacular but, in many cases, short-lived activities 
in the gold fields of the Yukon, the silver mines 
of Ontario and the lead-zinc-copper ventures of 
British Columbia, and the less dramatic but more 
continuous progress of coal mining in Nova Scotia 
and Alberta attracted considerable amounts of 
capital. The rising Prairie demand for lumber 
stimulated the saw-mill and logging enterprises of 
the Pacific Coast. The pre-War years also saw in 
Ontario and Quebec the beginnings of the hydro- 
electric and pulp and paper industries which 
require heavy investments of fixed capital. 

The expansion in the production of natural 
products for export, the increase in population and 
the directing influence of the national policies 
promoted a rapid growth in manufacturing. Small 
factories supplying a limited local demand grew 
into mass-production establishments producing for 
the national market. As the demand for all kinds 
of manufacturing expanded, many new industries 
were launched. The transformation and extension 
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of manufacturing facilities required a large invest- 
ment and between 1900 and 1910 capital employed 
in manufacturing increased by about $800 million. 

The growth of the industrial equipment of the 
country was accompanied by an equally remark- 
able addition to what may be called community 
equipment. The population was not only growing 
rapidly but was becoming more and more concen- 
trated in urban centres. In the Prairie Provinces, 
the urban population rose from 103,000 to 469,000 
in ten years; in Central Canada, the population 
of the leading cities doubled; and Montreal and 
Toronto became metropolitan centres. This growth 
involved large expenditures not only on buildings 
but also on the many facilities (roads, streets, 
waterworks, sewerage and electric light systems, 
street railways, ete.) which are necessary in urban 
communities. Between 1900 and 1913, municipal 
debts which were mainly incurred for these purposes 
rose from about $100 million to nearly $540 million. 

During the fourteen years prior to the War 
between $4,500 and $5,000 million was invested in 
capital goods. The expenditure of this vast sum 
was the chief basis of the rising prosperity of the 
time. In striking contrast to the stagnation of the 
eighties and early nineties this prosperity brought 
economic fulfilment of the high hopes of the 
Confederation scheme, so sorely disappointed in the 
earlier period. The expanding frontier in the West 
and the development of internal trade under the 
influence of the national policies was accompanied 
by a great investment boom. The many political, 
social and economic problems engendered by the 
long depression found at least a temporary solu- 
tion. The high rate of construction activity 
financed from foreign borrowings created a large 
demand for domestic commodities and _ labour. 
Industries formerly dependent on the export outlet 
found profitable markets at home. Workers in 
depressed areas and occupations readily obtained 
employment elsewhere. The surplus population of 
the Maritimes and of the rural counties of Ontario 
along with a great tide of immigrants found new 
homes on the Prairies and in the cities of the St. 
Lawrence Valley. Between 1900 and 1913; well 
over a million immigrants came and remained in 
the country; these, together with the large inflow 
of capital, built a greater, more prosperous, and 
more economically interdependent Canada. In the 
success of these common efforts, the foundations 
for a stronger political unity were laid. 


By 1913, the country was equipped with 
magnificent capital facilities. About half of what 
had been added since 1900 was obtained by 


borrowing abroad. These foreign obligations placed 
a heavy fixed charge upon the economy, the price 
of the rapid development that the borrowings made 
possible. The export capacity of the economy, 
which had to provide the interest due the foreign 
lenders, was greatly increased. Exports rose from 
$156 million in 1900 to $443 million in 1913 but 
in the latter year about one-third was absorbed 
in the payment of interest and dividends abroad. 
While the justification for these large commitments 
lay in the rapid rise in exports, the character of 
the latter was such that they were subject to wide 
fluctuations. During this period, the productive 
capacity of the country was tremendously enhanced 
but it also became more vulnerable to external 
influences. The economy which was so highly 
geared to large foreign borrowings and rising prices 
would encounter a severe dislocation when faced 
with a cessation of capital imports and falling 
export values. ; 


Effect of Wheat Boom on the Regional Economies 
—Prairies the main exporting region; Ontario 
and Quebec the industrial and financial centre; 
slow progress in the Maritimes 


In a few years between 1896 and 1913, the 
structure of the Canadian economy was basically 
changed. The settlement of the Prairies, the great 
importation of capital and the direction given by 
the national transportation and tariff policies 
transformed the isolated and depressed regions into 
an integrated and prosperous transcontinental 
economy. The most important factor in the 
development of the new situation was the rise of 
the Prairies as the important export region. This 
area, which in 1913 had one-fifth of Canada’s 
population, was almost exclusively concerned with 
the production of wheat and its sale on the inter- 
national market. Nearly 60 per cent of the gain- 
fully occupied were directly engaged in agriculture 
which was dominated by this one crop. The 
remainder were chiefly employed in the commercial 
and distributive trades serving the farming 
community. Only about one-third of the popula- 
tion lived in urban centres. The large volume of 
wholesale and retail trade, and the financial, trans- 
portation and other services required by a highly 
specialized agriculture, were virtually the only 
support of the few cities that had rapidly grown 
up. Winnipeg became the Chicago of the Canadian 
West. 

The economy rested almost completely on wheat. 
This one crop appeared to justify the large amount 
of capital borrowed abroad and invested in Western 
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Canada, and it was the chief justification for most 
of the heavy investments of foreign money in the 
other sections of the Dominion. The Prairie region 
provided the principal economic contact of the 
country with the external world; one-third of 
Canada’s exports out of which the external debts 
would have to be serviced consisted of wheat and 
flour. The rise to predominance of this commodity 
took place during the rapid development of inter- 
national trade and investment which characterized 
the pre-War period. The exchange of European 
manufactures for foodstuffs grown overseas raised 
standards of living and greatly extended the 
productive area of the world. Hoping to become 
the granary of Europe, Canada became deeply 
committed to the continuance and further develop- 
ment of this international economic specialization 
and took the heavy risks involved in so great a 
dependence upon a single industry. 


Along with the dramatic expansion of the 
Prairies which focused attention during this period, 
new export areas began to develop in British 
Columbia and Northern Ontario and Quebec. The 
extension of the railways and technological progress 
made possible a significant beginning in the 
exploitation of the resources of the Pre-Cambrian 
Shield. Between 1896 and 1913, the exports of 
nickel and silver rose from $2 million to $26 million 
and those of pulp and paper increased from less 
than $1 million to $18 million. 

In British Columbia, the production of non- 
ferrous metals reached $17-1 million and exports 
of canned salmon $6°6 million in 1913. However, 
the chief factor in the economic progress of the 
Pacific Coast Province was the rise of the lumber 
industry. The Dominion’s transportation policy 
linked British Columbia to the Prairie market 
which took about 70 per cent of its lumber. While 
exports were important, the expansion which 
brought a trebling of population was heavily 
dependent upon the wheat boom. 

On the other side of the continent, the Maritimes, 
although profoundly affected by what was going 
on elsewhere in Canada, did not share equally in 
the buoyant prosperity of the period. Their golden 
age had reached. its peak with the Reciprocity 
Treaty and the American Civil War and its decline 
coincided with the achievement of Confederation. 
Shipbuilding, the carrying trade, the self-sufficient 
agriculture, the small local manufactures and the 
flourishing fisheries, which were the cornerstones 
of the economy, declined with technological changes 
and unfavourable circumstances in foreign markets. 
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During the eighties and nineties, the iron steam- 
ship all but ousted the sailing vessel from the world 
carrying trade. Many thought that the coming 
of the railway would bring new opportunities 
compensating for this blow to their commerce by 
linking a large hinterland to their ports. The 
Federal Government had earlier built the Inter- 
‘colonial and its transportation policy later resulted 
in the extension of the Canadian Pacific (the 
“Short Line”) to Saint John, and the National 
Transcontinental to Moncton.* However, with the 
higher cost of railway over ocean transport and the 
larger capacity of steamships, traffic was irresistibly 
drawn to the inland St. Lawrence ports and the 
great American ports to the south. Nearness to 
Europe which was an advantage in the days of the 
sailing ship was no longer so. Nevertheless, there 
was some progress in the development of the Mari- 
times, as outlets for inland commerce, and in this, 
federal assistance and policy played a large part. 
However, between 1891 and 1911 the combined 
population of Saint John and Halifax rose but 
slightly (78,000 to 89,000) and part of this growth 
was at the expense of the smaller outports which 
declined. 


With the rise of grain production in the 
American and Canadian West and the fall in the 
costs of transportation, Maritime agriculture was 
forced to undergo a substantial readjustment. The 
relatively poor soil, the small fields and scattered 
farms could not compete with the cheap imports 
of grain and live stock. It became necessary to 
specialize in the production of crops where there 
was the least disadvantage, namely roots and fruits 
for export, and fodder for the lumber camps and 
the sheltered dairy industry. This specialization, 
however, did not permit expansion and the gain- 
fully occupied in agriculture decreased from 134,000 
in 1891 to 114,000 in 1911. 

The difficulties of manufacturing in the Mari- 
time Provinces during the period have already been 
described.13 

The fisheries, Nova Scotia’s most important 
export industry, likewise encountered unfavour- 
able circumstances. With the development of 
meat packing, canning and refrigeration, the fish 
markets were more and more limited to the sugar 
islands of the Caribbean where economic condi- 
tions were depressed. The encouragement of beet 
sugar production by European countries greatly 
curbed the markets for cane sugar and thus 


* For fuller discussion of PEARER aoe teD policies in pletion to 
the Maritimes see Book II, Section F, haw is 


18 See pp. 74-5. 


severely restricted the purchasing power of the 
West Indies. Although there was a rise of nearly 
50 per cent in the general price level, the value 
of Nova Scotia’s production of fish increased only 
22 per cent between 1896 and 1913. The quantity 
of dried cod exported fell, and the number of men 
engaged in the fishing industry declined. 

Throughout this period, the Maritimes were 
forced to undergo difficult readjustments. These 
readjustments had to take place within the frame- 
work of the national policies which, in some 
respects, hampered them and, in others, provided 
alternative occupations. The tariff policy imposed 
a drastic change in the conditions under which 
the Maritimes had developed. It curtailed the 
growth of new exporting industries and hastened 
the decline of the old. On the other hand, the 
tariff and the federal transportation policy linked 
these provinces with the expanding regions to the 
west and enabled them to share in some of the 
demands created by the wheat boom. The rise of 
the Nova Scotia steel and coal industries was 
directly dependent on the protective duties, steel 
subsidies and the great program of railway con- 
struction. On the whole, however, the forces which 
tied the Maritimes to the continental interior 
failed to induce an expansion sufficient to offset 
the changes which had destroyed their dependence 
upon the sea and weakened their relations with 
foreign markets. The Provinces languished and 
their men and capital sought opportunities else- 
where. However, by migrating to the scenes of 
greater opportunity many shared in the benefits 
of the expansion. During 1896-1913, the popula- 
tion of the three Provinces increased a mere 9 per 
cent compared with an increase of nearly 60 per 
cent in the rest of Canada. ¥ 

At the beginning of this period, Ontario and 
Quebec, although sheltered by a protective tariff 
and connected with the Northwest by a trans- 
continental railway and with the Maritimes by 
the Intercolonial, had few relations with the rest 
of the country. They had their own contacts with 
foreign markets. The scope of their commercial 
and industrial activities was confined mainly to 
their own areas. In the early nineties, Canada’s 
leading exports were lumber, cheese, fish, cattle 
and barley, and of these all but fish came chiefly 
from the two Central Provinces. Forest and agri- 
cultural products were the principal staples and 
the fluctuations in their sales in foreign markets 
determined the ebb and flow of prosperity. At the 
end of the period in 1913, this condition had entirely 
changed. Exports had become a relatively minor 


factor in their economy. The Canadian, and more 
particularly the Prairie market for manufactured 
goods, transportation, commercial and financial 
services had become the main support of the 
economic life of the St. Lawrence Valley. 


The western settlement and the national policies 
induced a rapid expansion, a great investment of 
capital and a measure of prosperity not experienced 
in the Central Provinces since the 1850’s. With the 
highly specialized export production in Western 
Canada and the decline in the competitive posi- 
tion of the small Maritime manufacturers, Ontario 
and Quebec became the manufacturing centre of 
the country. The growing volume of traffic from 
the Prairie region moved over the railways, the 
waterways and out through the ports of the Central 
Provinces. The banks, insurance companies, 
mortgage companies and other financial institu- 
tions of these older communities quickly extended 
their activities to the expanding West where they 
came to occupy virtually the whole field. This 
commercial and industrial concentration was 
accompanied by a rapid urbanization and the 
growth of metropolitan centres in Central Canada. 
It was accompanied also by the rise of great 
national business organizations having their head- 
quarters in Montreal and Toronto. Manufacturing, 
finance and transportation came to be dominated 
by a few large corporations whose operations 
extended across the entire continent. This period 
saw the development of a remarkable centraliza- 
tion in a country of such widely separated and 
varied regions. 

The wheat boom had finally brought the realiza- 
tion of the economic objectives of the Confedera- 
tion scheme. The Northwest was settled and the 
Federal Government was able, through its policies 
and projects, to ensure expansion in the older 
communities of Canada on the basis of that settle- 
ment. These communities, restricted by the 
exhaustion of their own frontiers and confined to 
a precarious dependence on their own foreign out- 
lets, received a new stimulus from the highly 
specialized exporting industry on the Prairies which 
had become the country’s principal economic 
contact with the external world. Wheat trans- 
formed the static and isolated regions into an 
integrated and expanding national economy. The 
rising prosperity which accompanied this growth 
in interdependence fortified the political structure 
of Confederation with a common material interest 
and a national spirit such as had never existed 
before. 
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Growth of National Unity and Rise of Canadian 
Nationalism—success of Dominion policy and 
common basis of prosperity alleviate regional 
and provincial discontent 


In this atmosphere of large plans and _ their 
successful execution, Canadians began to believe 
themselves to be a great people. Their work in 
creating the West gave them that sense of common 
achievement which marks a nation. They were 
proud of what they had done and this gave them 
confidence in the future. Sir Wilfrid Laurier 
merely echoed a widespread conviction when he 
proclaimed that the twentieth century belonged 
to Canada. 


This pride and optimism was manifested in 
several ways during the period. The Alaska 
Boundary Award was greeted in 1903 by an out- 
burst of indignation throughout Canada. It was 
felt that the diplomatic bargaining of Great Britain 
and the United States had ignored the rights of a 
nation. This humiliation was a sharp reminder of 
Canada’s dependent colonial position and it rein- 
forced the movement for autonomy. 


The autonomy movement itself was the product 
of a national consciousness. The desire for a 
privileged and sheltered position inside the Empire 
which had moved the colonies before Confederation 
was largely spent. A spirit of national exclusive- 
ness struggled with older loyalties and with 
undoubted pride in the Imperial connection. The 
period was marked by the see-saw of these forces. 
Under the Laurier Government, the various pro- 
posals for closer relationships within the Empire 
were coolly received. Autonomy was more to be 
desired than Empire federation. Canada elected 
to establish its own navy rather than to contribute 
directly to a system of centralized imperial defence, 
and was not disposed to participate in the framing 
of British foreign policy. The Borden Govern- 
ment, after 1911, set out to modify this policy. 
But its naval bill was rejected by the Senate and 
overtures for some share in the framing of British 
foreign policy were coolly received by a British 
Government conscious of the difficulties of divided 
responsibility. 

The growing national consciousness and confi- 
dence also contributed to the defeat of Reciprocity 
in 1911. For years after Confederation, both 
parties had attempted to secure a renewal of 
reciprocal trade relations with the United States. 
It was in despair of such a desirable arrangement 
that the National Policy had been adopted in 1879. 
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After many doubts and disappointments, the wide- 
spread prosperity of the first decade of this century 
appeared to vindicate the policy of industrialization 
by protective tariffs. The conviction that the 
nation could work out its own destiny, imperialist 
sentiment, resentment at the United States and 
the pressure of special interests combined to 
turn down Reciprocity when it was at last offered. 

Nationalism had a potent influence on external 
relations. Internally, it worked hand in hand with 
other favourable circumstances to promote political 
harmony. Western expansion brought prosperity 
to the older provinces and eased regional difficulties 
which might otherwise have sought political 
expression. The bold leadership of the Federal 
Government seemed everywhere to be creating 
opportunities rather than imposing restrictions. 
The impressive results secured won a new respect 
and loyalty for federal policies. 

There was no revival of the centralizing 
tendencies which had marked the leadership of the 
Federal Government in earlier days. The decisions 
of the Privy Council had undermined the theory 
of federal dominance. The Liberal Party, which 
was in power during 1896-1911, had recruited 
much of its strength from the elements which 
combatted the Macdonald conception of Con- 
federation and struggled for provincial rights. Its 
policy was greatly influenced by the personality 
of Sir Wilfrid Laurier who consistently tried to 
promote a closer harmony between the French and 
English through mutual tolerance and under- 
standing. The prevailing philosophy of Canadian 
federalism in this period, therefore, aimed at 
national unity through voluntary co-operation of 
an acknowledged diversity of elements. The 
Dominion was alert to avoid policies which would 
cut athwart provincial interests. 

Dominion powers of reservation and disallow- 
ance were much more sparingly exercised. The 
power of reservation was exercised in the sole 
instance of a British Columbia bill relating to 
Oriental immigration.14 While there were 29 
disallowances of provincial acts in the period, 19 
of these were accounted for by the repeated enact- 
ment in British Columbia of discriminatory 
and restrictive measures against Orientals. The 
Dominion considered these to be either beyond the 
legislative power of the Provinces or contrary to 
Dominion or Imperial policies and interests. On 
these grounds, it was prepared to act firmly but 
it abandoned the earlier practice of disallowing 


14 Memorandum on the Office of Lieutenant-Governor of a 
Province, Department of Justice. Ottawa, 1937, pp. 60-61. 


provincial statutes on the ground that they were 
inequitable, confiscatory or contrary to sound 
principles of legislation.15 The competence of the 
provincial legislatures to decide such issues was 
acknowledged. 

The Dominion also began to consult the prov- 
inces on matters of common concern. Dominion- 
provincial conferences were encouraged as instru- 
ments of co-operation and through them the 
Dominion tried to secure a satisfactory final 
revision of subsidies. In face of this conciliatory 
attitude of the Dominion, the provinces were less 
inclined to be aggressive. They pressed strongly 
for a revision of subsidies but in the conferences 
of 1902, 1906 and 1913, they did not seriously 
criticize federal policies or demand radical con- 
stitutional changes. They were mainly concerned 
with their fiscal difficulties and not with funda- 
mental adjustments in Dominion-provincial rela- 
tions. The general prosperity was a powerful 
solvent of political as well as economic difficulties. 


2. Pusuic FINANCE, 1896-1913 


Rapid Rise in Government Expenditures—exten- 
sive assistance to development, the occupation 
of the frontier and urbanization 


Between 1896 and 1918 there was an immense 
growth in public expenditures. Total Dominion, 
provincial and municipal current outlay was multi- 
plied four times, rising from $63 million to $253 
million. The growth in population naturally 
involved additional outlay by governments but the 
per capita expenditures almost trebled. The forces 
which brought about this extraordinary jump in 
the costs of government were all-pervasive, exerting 
roughly equal pressure on all three levels, 
Dominion, provincial and municipal. 

The principal causes of this multiplication of 
expenditures was the enormous expansion of the 
economy and the important role which govern- 
ments played in that expansion. The rapidity of 
economic development in the early years of the 
century was only made possible by the whole- 
hearted efforts and lavish assistance of govern- 
ments. The bringing of the western wheatlands 
within reach of the international market in less 
than a decade involved large additions to trans- 
portation facilities which private enterprise could 


15 Memorandum on Dominion Power of Disallowance of 
Provincial Legislation, Department of Justice, Ottawa, 1937, 
pp. 70-73. 

1The Dominion raised its percentage share of the total outlay 
from 388 per cent in 1896 to 42 per cent in 1913, the provinces 
increased their share from 17 per cent to 19 per cent while the 
municipal share declined from 45 to 39 per cent. 


not have supplied so quickly, and indeed would 
not have dared to embark on, without public 
assistance. 

Moreover, the general expansion generated by 
the wheat boom led to new developmental expen- 
ditures everywhere. The new mining areas in 
British Columbia and Ontario were opened up. 
Provincial governments began to make grants for 
highway development. The Federal Government 
gave bounties on iron, steel, lead, petroleum and 
imports of manila fibre in order to encourage 
domestic production.2 Various industries were 
assisted by provincial subsidies and both Dominion 
and provincial governments allotted increasing 
sums to encourage and improve agricultural 
production. 

During the boom, two new Provinces were 
created and two others grew to maturity in the 
West. In Saskatchewan and Alberta, the entire 
community equipment and all the _ physical 
apparatus by which governments perform their 
social role had to be provided almost overnight. 
Transportation and communication facilities, public 
buildings and equipment of every kind were 
required. The foundations and superstructure of 
an educational system had to be built. Towns and 
villages sprang up everywhere, needing a wide 
variety of municipal services. People in haste to 
realize a goodly heritage found private enterprise 
too slow in providing some of the services commonly 
left to its care in older communities and they easily 
agreed in asking governments to furnish them. 
What was true of these two Provinces was only 
slightly less true of the rapidly growing Provinces 
of Manitoba and British Columbia. 

The largest increases in government activity in 
Eastern Canada were due to the rapid urban 
development of the period. The wheat boom 
brought great industrial expansion, particularly 
in Central Canada. Towns grew into industrial 
cities and cities into metropolitan areas. As 
people were drawn from the farms and villages to 
the cities and towns, the problems of urban 
crowding required a large extension of public 
services. Streets and street railways, gas and 
electric systems, sewage systems, water supplies, 
schools, hospitals, libraries, etc. were required. The 
greater the concentration of population, the greater 
is the number of services which can be supplied 
most economically in a collective manner. Also, 
in the case of some services, concentration brings 
a rapid rise in per capita costs. This tendency 


2For figures showing amounts expended on bounties in this 
period, see Canada Year Book, 1915, pp. 459-61. 
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toward a geometric rather than a simple arithmetic 
progression of government expenditures in growing 
urban and metropolitan areas was an important 
factor in the increase in municipal expenditures 
in the period under review. 


Finances of the Dominion—booming customs 
revenues spur on aggressive program of 
development ; the lavish assumption of railway 
commitments 


In the Confederation scheme, one of the prin- 
cipal functions of the Federal Government was to 
be the promotion of economic development, and 
for two brief periods (1867-1874 and 1879-84) it 
confidently undertook this task. Then the Great 
Depression dried up its revenues and sapped its 
initiative. When prosperity reappeared at the end 
of the century, the Dominion became once more 
the chief instrument of new and larger programs 
of development. With expanding revenues, its 
operations gained a new magnitude and sweep 
surpassing all its previous efforts. Doubts as to 
its capacity to play the role intended for it 
suddenly vanished. 

The development of the West was under way by 
the beginning of the century and Canada was 
attracting large quantities of foreign capital. As 
this capital poured into the country in the form 
of goods, the familiar public revenue cycle of the 
Dominion was repeated but on a scale hitherto 
unknown.? Customs, and later excise, receipts 
from which it drew over 90 per cent of its revenue 
shot upward, and as early as 1900 produced a 
surplus of $8 million on ordinary account. With 
two or three exceptions, the Dominion piled up 
surpluses of increasing size each year throughout 
the remainder of the period. In 1912-13, despite 
considerable capital expenditures charged to current 
account, the surplus was nearly double the total 
gross revenues of the Dominion in 1896. 

At the same time, the rapid increase of popula- 
tion and low interest rates were reducing the per 
capita burden of debt charges. In 1914, the per 
capita interest charges were slightly less than they 
had been in 1875, despite the addition of $393 
million to the direct public debt of the Dominion. 
Such facts make it easier to understand the 
boundless optimism of the time and the assur- 
ance with which the Federal Government increased 
its expenditures and piled up contingent liabilities. 
As long as the expansion continued, past commit- 
ments appeared trivial in the face of mounting 


8In the first decade of the century the value of imports rose 
from $190 million to $420 million. 
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revenues and surpluses. As the conditions which 
would bring expansion to a halt were nowhere 
apparent, the dire predictions of the cautious and 
the timid seemed ludicrous and the unfolding of 
events throughout the period reinforced this super- 
ficial judgment. 

Between 1896 and 1913 the current expendi- 
tures of the Dominion were multiplied four times. 
Expenditures on developmental projects accounted 
for over half the total increase. The promotion 
of western settlement and general expansion by 
lavish outlays on transportation and public domain 
were the principal concern of Dominion finance. 
It is not necessary to recount the well-known 
history of the liabilities incurred for the National 


extension of the occupied area and the rise in 
salaries and wages. The Dominion undertook no 
new services of importance. It assumed no respon- 
sibilities and gave no assistance to the provinces 
for public welfare and indeed no need for this 
appeared. Development, particularly the railway 
program, overshadowed all the other functions of 
the Dominion. 

The enormous additional burdens which the 
Federal Government assumed in connection with 
development were not onerous in the days of 
rapidly expanding revenues. ‘The full weight of 
them was not felt until the contingent liabilities 
arising out of the railway guarantees became hard 
realities and the operating deficits of the insolvent 
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Transcontinental, the Grand Trunk Pacific and the 
Canadian Northern. In 1918, virtually the whole 
of the direct and indirect debt of the Dominion, 
amounting to $521 million, had been incurred for 
railways, canals, harbours and river improvements. 

Aside from development, the only significant 
increase in expenditure was for defence, the cost of 
which, due to uneasiness in Europe, rose from $2 
million to almost $14 million. The creation of two 
new Provinces in 1905 and the general revision of 
subsidies in 1907 added some $7 million to the 
federal subsidies. The outlay on general govern- 
ment and administration rose by over three times 
due mainly to the increase in population, the rapid 


railways were saddled on the Dominion at a time 
when revenues were falling. In this period, the 
seeds of a perennial public finance problem were 
sown. 


Finances of the Provinces—pre-occupation with 
development; the rapid increase in debts and 
expenditures of the Western Provinces 


Between 1896 and 19138, the per capita current 
expenditures of the provinces increased nearly 
three times, their per capita debts nearly four 
times. At Confederation the provinces were vested 
with important functions but their financial 


responsibilities were not great. Their revenues 
were narrowly restricted and it was not thought 
they would again incur any substantial debts. 
However under the circumstances of the wheat 


boom they rapidly enhanced their role as agencies ~ 


for collective expenditures. By 1913, the total 
debts of the provinces were more than half, and 
their current expenditures nearly half those of the 
Dominion. The provinces had evolved from a 
relatively minor to an important position in 
Canadian public finance. 

As in the case of the Dominion, the dominant 
factor in the rise of debts and expenditures was 
the pre-occupation with economic development. 
While the Dominion was spending lavishly to 
promote expansion on a national scale, the prov- 
inces were encouraging the construction of railways 
and facilitating settlement on their own frontiers. 
In 1918, 80 per cent of the total provincial debts 
and 40 per cent of the current expenditures were 
incurred for development. 

‘The largest outlays for development were 
naturally made on the frontiers of the expansion, 
namely the four Western Provinces. In 1913 the 
average per capita debt of these Provinces was 
nearly six times as great as that of the rest of 
the country. In the same year, Alberta, British 
Columbia and Manitoba each had larger total 
liabilities than the Province of Ontario. Three- 
fifths of the western provincial debt had arisen 
out of expenditures on railways or consisted of 
guarantees of railway obligations. The latter 
included some $85 million of bond guarantees 
granted to hasten the construction of branch lines 
by the Grand Trunk Pacific and of the mainline 
and branches of the Canadian Northern. The 
Prairie Provinces had also incurred considerable 
debts for the provision of general community 
facilities. In many instances it was thought that 
private enterprise was too slow, and that the rich 
natural heritage might well be mortgaged to 
encourage rapid settlement and to lighten the 
rigours of the pioneer life with a few common 
amenities. All of the three Provinces estab- 
lished provincial telephone systems. Manitoba and 
Saskatchewan made investments in grain elevators. 
Public buildings, court-houses, normal schools, 
universities, hospitals, roads, etc., had to be supplied 
almost overnight. These would fill not only the 
needs of the present but also those of a much 
greater future. Hence it was felt that they should 
not wait until they could be paid for out of current 
revenues. At 19138, the per capita debt incurred 
for public buildings, institutions and roads by the 
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Western Provinces was four and a half times as 
large as that in Eastern Canada. 

In addition to the provision of capital facilities 
the Western Provinces were spending appreciable 
amounts on development out of current revenues. 
Debt charges however were still small since the 
railway guarantees did not as yet have to be 
implemented. Later, most of these were assumed 
by the Dominion. British Columbia, heavily 
dependent upon lumbering and mining, was making 
large outlays on public domain. Manitoba, 
Saskatchewan and British Columbia were already 
spending considerable amounts on highways. The 
last Province, with its difficult topography and 
its policy of meeting capital costs out of current 
revenue, was spending nearly twice as much on 
roads and bridges as all the other Canadian 
provinces combined. 

The developmental programs of the Eastern 
Provinces were relatively on a much smaller scale 
than those in the West; nevertheless they were 
important and almost wholly accounted for the two- 
fold increase in their per capita debts between 1896 
and 1913. New Brunswick and Quebec expended 
considerable amounts in extending railways to 
their undeveloped frontiers. Ontario built the 
Temiskaming and Northern Ontario Railway, 
guaranteed $7:°9 million of Canadian Northern 
Ontario railway bonds and launched the Hydro- 
Electric Power scheme. The Maritime Provinces 
concentrated mainly on the construction of roads 
and bridges which was responsible for the major 
portion of the increase in their debts. Net debt 
charges however did not rise substantially. Quebec 
which had fallen into serious difficulties in the 
eighties was wary of again assuming such burden- 
some liabilities and its per capita debt, thanks to 
current surpluses, actually declined during this 
period. The debt of Ontario was still completely 
self-supporting. The current expenditures on 
public domain and agriculture however bulked 
relatively large in Ontario and Quebec where the 
northern resources were beginning to become 
valuable. Nearly one-fourth of the current outlay 
of the Maritimes was expended on roads and 
bridges. 

Aside from the concentration of public resources 
on development, there were no important changes 
in provincial expenditures during this period. In 
1913, legislation, justice and general administration 
constituted 32 per cent of the total current outlay, 
education 20 per cent, and public welfare but 9 per 
cent. The average per,:,capita cost of general 
government for- all, prévinces was slightly more 
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than doubled. Salaries and wages had risen, the 
society had become more complicated and the 
regulatory and administrative functions had in- 
creased. The greatest rise had taken place in the 
Prairie Provinces and British Columbia where the 
per capita expenditures on general government 
overhead were respectively three and six times 
those of the Eastern Provinces. The lag in 
municipal development, the thin scattering of 
population and the rapidity with which govern- 
ment services had to be provided added greatly to 
costs. Education also called for larger outlays. 
The economy was becoming more specialized and 
the provinces responded to meet the more exacting 
requirements by fostering more complete and better 
standards of instruction. However, during the 
great expansion and prosperity of the time, most 
of the problems of social welfare, which have since 
become crushing responsibilities of the provincial 
governments, found their solution inside the 
private economy. The growth of specialization and 
urban concentration were rapidly breaking down 
the former self-sufficiency of households and local 
communities but the social implications of this 
change were almost unnoticed in this period of 
spacious opportunity for all. Added costs of public 
welfare were mainly due to improved care for 
limited classes of unfortunates. 


The Rise of Municipal Expenditures—rapid urban- 
ization in the East, and the establishment of 
new cities and towns in the West 


Total municipal expenditures during this period 
rose in three dimensions. First, there was the 
growth in population and the establishment of 
many new cities and towns, particularly in the 
West; second, the growing concentration of the 
population in large urban centres with their heavier 
per capita costs of providing the same services; 
third, the extension in the variety of collective 
services which accompanies the increasing size of 
urban centres. 

One of the striking social changes of this period 
was the crowding of people into towns and cities. 
By 1911, over 45 per cent of the population was 
classed as urban. One-third of the population 
lived in cities and towns of over 5,000 and almost 
one-fifth in cities of over 50,000. The general 
decline in self-sufficiency and the industrial expan- 
sion stimulated by the wheat boom and the 


national policies brought a sharp increase in 
urbanization. 


The self-sufficiency of the farm household ana 
the village community, which had marked Cana- 
dian life throughout the nineteenth century, largely 
disappeared with the rapid development of a 
specialized exchange economy in this period. 
Higher prices for agricultural produce led the 
farmer to specialize and concentrate his efforts on 
a few products. Improvements in transportation 
wiped out the “natural shelter” under which the 
village craftsman had flourished. These factors, 
combined with improvements in manufacturing 
technique, enabled the farmer to exchange more 
of his specialized products advantageously for his 
various requirements which were processed or 
manufactured in urban centres. The assembling 
of farm and other natural products for distant 
markets and the distribution of manufactured 
goods for farm and village consumption required 
an intricate financial and commercial mechanism 
which concentrated in a few great cities. The 
rapid centralization of control in industry, com- 
merce and finance in the period speeded up this 
development. 

Urban concentration involves large additions to 
municipal services and, with a rising standard of 
living, it leads to collective provision of many 
comforts and conveniences. The cost of fire and 
police protection, health services and education, 
streets and sewers increases in a much higher ratio 
than the numbers of the population. Urban muni- 
cipalities undertake water, light, power and trans- 
portation services. The skills required in a complex 
specialized society can only be secured through a 
more expensive educational system. The amenities 
of parks, libraries, recreation centres, free bathing 
facilities, among other things, are demanded. In 
the result, a greater proportion of the urban income 
is spent on collective services which add to muni- 
cipal costs but, on balance, need not decrease and 
may even increase the real income of the community. 

Municipal expenditures and debts, as in the case 
of the provincial governments, rose most steeply 
in the Western Provinces and for much the same 
reasons. Between 1901 and 1911 the urban popu- 
lation of the West grew from 193,000 to 673,000, 
a rate of increase six times as great as that in 
Eastern Canada. The speed with which services 
and facilities had to be provided added substan- 
tially to the costs. In addition many western 
municipalities undertook ambitious schemes which 
far exceeded existing requirements and were based 
on the most optimistic estimates of the growth in 
population. Per capita municipal expenditures in 
the Prairie Provinces and British Columbia were 


approximately double those of Central Canada.5 
The Maritimes were the least urbanized region in 
the Dominion and the provincial governments bore 
a relatively higher share of the total costs of 
education and roads, particularly in the rural areas 
where municipal organization had made little head- 
way. These factors, together with the slow increase 
in population, held down the total per capita outlay 
of local governments to about half that in Ontario 
and Quebec. 

The rapidly rising municipal expenditures in 
Central and Western Canada were financed without 
difficulty in this period. Almost all municipal 
revenues were derived from a direct tax on real 
property. The pre-War boom was marked by a 
steep and sustained increase in land values which 
easily carried the mounting burden of taxation. 


Expansion of Provincial Revenues—inelastic federal 
subsidies intensify development of provincial 
revenue sources; the growing importance of 
taxation 


The provincial governments could not have 
added to their expenditures as they did between 
1896 and 1913 without access to more fruitful 
revenue sources. The fact that they were exploring 
the possibilities of the unpopular direct taxes in 
the early nineties testified to the tightness of their 
fiscal positions at the opening of this period. They 
continued to be more or less cramped for nearly 
a decade after 1896. Dominion revenues improved 
at once with rising customs receipts. It was almost 
ten years before the expansion and rising capital 
importations permeated the economy sufficiently 
to affect substantially the provincial sources of 
revenue. During the first few years of the century, 
therefore, the provinces pressed for a substantial 
revision of subsidies. 
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The Provinces of Alberta and Saskatchewan 
which came into existence in 1905 were given the 
advantage of previous revisions and liberal inter- 
pretations of the subsidy formula and the sums 
they received showed a considerable change in the 
conception of provincial responsibilities. Each was 
given a subsidy in excess of $1 million of which 
$375,000 was in lieu of the public lands retained by 
the Dominion. The 80 cent per capita subsidy 
was to be calculated on the actual population 
increase until a population of 800,000 was reached 
in each case. 

Meanwhile, the older provinces continued their 
agitation and the Provincial Conference of 1906 
was called to effect a final revision of subsidies. The 
settlement, which was accepted by all governments 
except British Columbia, added about $2°3 million 
(an increase of about one-third) immediately to 
the total annual subsidies paid to the nine prov- 
inces and provided for automatic increases with 
the rise in population. 

About the time that the subsidy revision was 
under discussion, however, the boom began to 
have a marked effect on the sources of revenue on 
which the provinces had relied in the past with 
such disappointing results. Accelerating business 
activity boosted the income from licences and fees. 
Expansion of lumbering and mining brought a 
sharp increase in the revenues from public domain. 
As rising prosperity quickened the accumulation of 
wealth, succession duties began to bring in con- 
siderable sums. As corporate organization spread 
rapidly, the corporation tax became fruitful. This 
buoyancy temporarily relieved the financial strains 
of the provinces but when the boom broke they 
were once more in difficulties. Manitoba and 
Prince Edward Island got a further increase in 
federal grants in 1912 and at the Inter-Provincial 
Conference in 1913 the provinces again urged a 
general revision of subsidies. __ 


TABLE 18A.—PER CAPITA MUNICIPAL GOVERNMENT EXPENDITURES, CURRENT ACCOUNT®’, 1913 


New 


Prince oe 
Total Nova * ° Saskat- British 
a Canada Edward et st Bruns- | Quebec | Ontario | Manitoba shawan Alberta Golambis 
Island wick 
$ $ $ $ $ $ 
Net DebtiChargesss cp. ih gee set snle wo dor 2.59 0.27 0.98 0.69 2.73 5.12 6.67 
MAtTVIGHVVCLIATO S00. 85u/).anc 6) art oroum sie ieee sre Le ae ie 1.07 0.05 0.87 0.59 0.89 1.16 2.89 
ANCA TION ese ree eee eine Se Nesee eee 3.64 0.69 2.14 1.69 4.66 7.38 3.44 
ERTANEDONLA LIONS chicken aiid ceive s See ila aes 1.93 0.26 0.61 0.79 2.79 2.80 4.47 
General Expenditures—Justice, Legislation, 
General Government and Miscellaneous. 3.95 0.31 122 1.14 6.57 4.63 9.03 
“LOE YAN Fj, Se nea es oe ar 2 ae 13.18 1.58 5.82 4.90 17.64 21.09 26.50 


®) Source: Public Accounts Inquiry of the Royal Commission on Dominion-Provincial Relations. 
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By the end of this period, federal subsidies had 
become a relatively minor part of total provincial 
revenues, namely 28 per cent, compared with 43 
per cent in 1896 and 58 per cent in 1874. At the 
same time, the proportion of federal revenues thus 
transferred to the provinces had dropped by one- 
half.6 On a number of occasions the provinces 
had suggested a formula which they hoped would 
keep the subsidies more in line with their growing 
expenditures and enable them to reap some of the 
benefits of the expanding revenues of the Dominion. 


this resolution would be acted upon, disappeared 
when less than nine months later Canada was 
plunged into the Great War. 

Federal subsidies provided less than one-fourth 
of the increase in provincial revenues ($35 million) 
during this period. The sources from which the 
provinces were originally expected to meet expand- 
ing requirements, namely, licences, fees, etc., and 
public domain, took care of only about one-half of 
the increase in their needs; the remainder, $8-4 
million, was obtained from direct taxation. 


TABLE 19.—GOVERNMENT REVENUES ON CURRENT AccouNntT,® 1896 anp 1913 
(Thousands of Dollars ) 


MECETAL SUOSICIOS uae Bie Mm iin ce ceerga ey Ptr ed ee 


Taxes— 


GWustoms fmpore Wu ties es re Sete tis tides 
TER CISEOUMICS Tak ei ee Rae MURR EMhe  O . .s 
WO POTATIONEL AXES CC Minwin Tmtny HR ey Leas i ae 
SIO COSMIC I UIGICS oh cca. sf aye Eman IAL, ora. ci kis. © ae 3 
Income taxes onPersons sho scm ye, 
REAISETODETCV A LARCH a... eats es ka El Ueahe sos 
AOR OT ORES fovblay eet eee POR WO, eb load dele. aaa 6 as 


SUD= 1 Olal—— LOXOG te Te nM eee 


Motor vehicles, automobile licences, etc.. 


All other Licences, Permits and Fees, Fines and Penalties... 
PeENV ONS CEH Dev ES WUSW nye cout eRe: | (or ou rT 1) My AAU en ao a 
RACHOPIOROLO meter im RE MORE Re ERE eM ee wg 


Sale of Commodities and Services..... 


Total Provinces © 


Domini amy 
or esr and Dominion 


Provinces 


1896 1913 1896 1913 1896 1913 


45301 | 12,810 a a es 
a — | 19,479 |104,691 | 19,479 | 104,691 
ar i 9,170 | 21,452] 9,170 | 21,452 
156)} :33490"4 i pa 156 | 3,490 
498.1). Sugtie ee ae 428 | 3,611 
13 iO hee ae 13 119 
120°) Ws ae ~ 180} 1,753 
177 Sia Ce 1,335 177 | *4; 682 
954 | 9,320 | 28,649 | 127,478 | 29,603 | 136,798 
ft 270 = = 470 
1,756 | 6,678 266 | 1,516 | 2,022] 8,194 
2,801 | 11,046 299 | 3,420] 3,100| 14,466 
as BAG i diva. a a 2,248 
63 815 BAB. |.) 1,513 606 | 2,328 


*) Source: The Public Accounts of the Provinces and the Dominion and the Public Accounts Inquiry of the Royal Commission on Dominion- 


Provincial Relations. 
b) Inter-governmental transactions eliminated. 


The proposal that a part or all of the subsidies 
should consist of a constant ratio of the Dominion’s 
receipts from customs and excise, which was 
advocated in Parliament in 1884 and at the Inter- 
Provincial Conference in 1902, came up again at 
the Conference in 1913. This time a formal resolu- 
tion was passed asking the Dominion to give the 
provinces an extra grant “equal to 10 per cent of 
the Customs and Excise Duties collected . . . from 
year to year’. Whatever likelihood existed that 


6 Between 1874 and 1913, the percentage of provincial sub- 
sidies to the Dominion’s revenues fell from 18 to 9 per cent. 


As the expenditures rose, the disparities in the 
ability or ease with which the various provinces 
and regions could meet them became more con- 
spicuous. Also, in the provinces where the expan- 
sion was most rapid, the population was more 
willing and more able to bear heavier taxes for 
the purpose of encouraging further development 
and of providing collective services which private 
enterprise was slow to undertake. 

Next to federal subsidies, public domain was the 
largest single source of total provincial revenues 
and here the disparities between provinces were 


particularly great. The Prairie Provinces did not 
have control over their natural resources but 
received a small annual subsidy from the Dominion 
in lieu of them. In British Columbia, where 
lumbering and mining were the principal activities 
and where the expenditures on public domain were 
large, the revenues therefrom were ten times as 
great per capita as in the Eastern Provinces. The 
other traditional method of raising provincial 
revenue, i.e., the imposition of licences, fees, etc., 
was used most intensively in the Prairie Provinces 
where, after federal subsidies, it constituted the 
main source of income. In the Maritimes the 
receipts from this item were almost negligible. 

The largest reserves of provincial revenue lay in 
the power of direct taxation. The growing demands 
upon expenditures and the inelasticity of federal 
subsidies forced the provinces to make more and 
more use of such taxes despite their unpopularity. 
The extent to which they were levied in each of 
the provinces depended upon the nature of the 
economy and the magnitude of the total outlay. 
In British Columbia where the level of expendi- 
tures on a per capita basis was many times as 
high as in the other provinces, the per capita 
receipts from taxation were nearly six times those 
in the rest of the country. While British Columbia 
had a highly developed system of taxation, includ- 
ing taxes on personal incomes, real and personal 
property, the levies in the otHer provinces were 
confined almost exclusively to corporation taxes 
and succession duties.‘ The two latter imposts 
were most productive in Ontario and Quebec. The 
industrial and commercial expansion stimulated by 
the wheat boom and the national economic policies 
was accompanied by a rapid concentration of 
corporate activity and of large private fortunes in 
Central Canada. The receipts from corporation 
taxes and succession duties, therefore, rose steeply 
and by 1913 yielded 26 per cent of the total 
provincial revenues compared with but 9 per cent 
in the Prairie Provinces and 8 per cent in the 
Maritimes. The per capita revenue from succes- 
sion duties in Ontario and Quebec was twice as 
high as the average of the other provinces. 

A number of significant changes in the financial 
position of the provinces from that intended at 
Confederation, had already begun to emerge at 
the opening of this period. The demands and 
opportunities of the wheat boom, and the growing 
specialization and interdependence of society greatly 


TAt 1913, British Columbia and Prince Edward Island were 
the only provinces levying personal income taxes. However, in 
the latter Province the tax was more in the nature of a tax on 
real and personal property than a true income tax. 
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accelerated this development. Despite the cramp- 
ing financial settlement of 1867, the provinces 
became in fact much more than large municipalities. 
When other revenues became insufficient, they 
entered the field of direct taxation which in 1913 
was already producing over one-fifth of the total 
revenues. However, the implications of large 
uncontrollable expenditures and heavy debts, of 
the great inequalities in taxable capacity, and of 
the attempt to use what are in reality national 
taxes for provincial purposes, were not yet evident. 


Summary—1896-1913 


The common efforts of all regions in building up 
the country between 1896 and 1913 cemented the 
political union of 1867 and Canadians became 
conscious of themselves as a nation. The growing 
sense of community was accompanied by increasing 
economic interdependence. The national policies 
of all-Canadian transportation and protective tariffs 
were effective in making the wheat boom the basis 
of a general economic expansion in which the 
manufacturing industry of Eastern Canada became 
heavily dependent on the agricultural export region 
of the Prairies. With the exception of the Mari- 
times, which were affected by but did not share 
generally in the expansion, the wheat boom brought 
prosperity to the whole country but it was pros- 
perity which remained conditional on the profitable 
production of wheat. A high degree of economic 
integration had been achieved but it required a 
sustained world demand for wheat to make it a 
lasting success. 

As Canadians on the prairies specialized in 
growing wheat for the international market and 
Canadians in the older parts of Canada specialized 
in providing a wide variety of goods and services 
for the national market, the old self-sufficiency of 
pioneer days passed from the scene. By 1913, the 
open frontier had almost disappeared. With the 
coming of a highly specialized interdependence, the 
capacity of individuals to overcome economic 
reverses and mischances by their own efforts was 
greatly impaired and the material conditions which 
force governments into costly expenditures for 
social security were begun. With intensive indus- 
trial development came the shift from the country 
to the cities, bringing in its train a greater demand 
and a greater need for collective provision of 
various services. 

The general expansion was accompanied by the 
multiplication of the expenditures at all levels of 
government. In part, this was due to the growth 
of population and the extension of the area 
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requiring governmental] services. In part, it was 
due to the undertaking of many collective services 
by urban municipalities. Despite these factors, the 
traditional preoccupation of British North American 
governments with economic development continued 
to dominate public finance and reached its greatest 
intensity during this period. Federal and provincial 


governments spent lavishly to open the doors of 
opportunity for private enterprise. In so doing, 
they encouraged the growth of a new economy, 
more productive and diversified but also more 
vulnerable in times of adversity. Its tribulations 
at a later date were to alter the character as well 
as the emphasis of Canadian public finance. 


CHAPTER IV 


THE WAR PERIOD 1914-21 


Introduction—the general economic, political and 
social effects of the War 


One of the immediate effects of the War upon 
Canada was to provide relief from accumulating 
economic difficulties. By 1914 the investment 
boom based on foreign borrowing had come to an 
end. It then became imperative to turn from the 
construction of capital works to greater production 
of exportable products in order to pay the interest 
on the large investments of the preceding decade. 
This major shift and readjustment threatened to 
be painful and prolonged, but under the stimulus 
of war demands the Canadian economy turned the 
corner with ease and expanded its production 
immensely in a very short period of time. By 
force of circumstances, Canada’s foreign borrowings 
dwindled until they disappeared in 1917. In the 
later years of the War, the great expansion in 
production combined with the policies of the 
Federal Government enabled Canada to become an 
important lender, financing British purchases of 
Canadian goods. 

In addition to stimulating expansion, the War 
gave the Federal Government a decisive role in 
directing the employment of the country’s resources. 
Canada’s war effort involved a massive concentra- 
tion—in many respects, a consecration—of man- 
power and resources for a single over-riding 
purpose. The Dominion Government interpreted 
this purpose and co-ordinated the efforts of the 
country. It was the appropriate agency for driving 
towards this single objective, but in so doing it 
exhibited elements of a totalitarian technique 
inseparable from modern war. General enthusiasm 
for the Allied cause produced a _ remarkable 
unanimity among Canadians of all regions and 
classes in the early days of the conflict. Supported 
by this unique expression of national unity the 
Government threw all its power and authority into 
the prosecution of the War, and as the struggle 
deepened it redoubled its efforts and commitments. 
Its vigorous policies hastened and intensified the 
expansion of production which was made profitable 
by altered world conditions. The development of 
the economy as well as the occupations and interests 
of the people were directed, and considerably 
distorted, by the demands imposed upon the 
country by the War. 
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The first flush of enthusiasm waned as the War 
dragged on and became a trial of collective 
endurance and capacity for sacrifice. Lacking the 
tremendous unifying influence of a direct and 
immediate threat of foreign invasion, Canadians 
began to differ radically on the means best calcu- 
lated to reach the results desired by all. This 
difference about means threatened the effective 
pursuit of ends and broke the party truce which 
marked the early years of the War. During the 
later years, the effects of the economic and financial 
policies, which the Federal Government had 
adopted to facilitate the maximum war effort, 
permeated the social structure with unexpected 
and unfortunate results. The economic cost of 
prosecuting the War pressed more and more 
unevenly on particular groups. The contrast 
presented by the beneficiaries of inflation and war 
prosperity caused hot resentment. The inevitable 
and appalling inequality of burdens and sacrifices 
involved in modern war became manifest. 


The War provided at least a partial solution of 
the economic problems which faced Canada in 1914 
but replaced them with political and_ social 
problems of a very disturbing kind. Prolonged 
concentration on the single purpose of winning the 
War put severe strains on political unity. The 
“conscription issue” and its aftermath ruptured 
both federal political parties. The War was a 
great strain on Dominion statesmen and _ it 
burdened the Dominion treasury with an enormous 
debt. Old sectional cleavages were revived and 
deepened and immediately after the conflict 
Canada was disrupted for the first time by class 
conflict. In the minds of many, the conduct of 
the War had denied and disproved the basic 
community of interest upon which federal initiative 
and leadership must always rest. The war effort 
of the Dominion was magnificent but it was at the 
price of temporary exhaustion and serious internal 
antagonisms. 


In Canada, as in other countries, the War had 
revolutionary effects. Economically, there was a 
vast increase in productive capacity and a rapid 
development toward economic maturity. But the 
most profound changes were broadly social in 
character. A society which prided itself on equality 
of opportunity found itself being divided into 
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classes. The inequality of burdens and benefits 
arising out of the War promoted stratification. On 
the one hand, large government borrowings from 
the proceeds of war prosperity created a rentier 
class while, on the other hand, class consciousness 
appeared in the growing industrial population 
harassed by the steep rise in the cost of living. 
Their distress led to demands for government 
intervention. The success with which the Dominion 
Government had organized a peaceful society for 
combat showed how governments could alter the 
conditions of economic and social life. If govern- 
ments could organize so effectively for destruction, 
they should be able to organize the conditions of 
the good life for their citizens. Under the pressure 
of social inequalities which became more and more 
evident, this changing philosophy of the appro- 
priate sphere of state activity led straight to 
extensive government intervention in economic life 
and to the provision and further extension of a 
variety of social services. As will appear later, post- 
War intervention came mainly from the provinces. 


From Wheat Boom to War Boom—major depres- 
sion averted; Canada pays for War by swift 
rise in export production 

The extravagant boom which attended the 
opening of the western wheatlands broke in 1913. 
It had been based on the inflow of foreign capital 
which financed a huge program of construction. 
This foreign capital was attracted by the confidence 
that wheat could be profitably grown for export 
on the Canadian prairies. In 1912, interest rates 
rose sharply in the London money market and, 
in 19138, the general price level, including the prices 
of Canadian exports, began to fall. The stream of 
capital imports which fed the growing prosperity 
of the country was checked. The prospects for 
profitable production of wheat became less rosy. 
The boom, which had been prolific of frantic real 
estate speculations, optimistic corporate mergers, 
and many rash enterprises of a public and private 
nature, suddenly collapsed. 

The Canadian economy was at once faced with 
severe difficulties. It had been geared to a high 
rate of investment and construction. Between 1913 
and 1914, the value of construction contracts 
awarded fell 37 per cent. Much of the labour and 
resources employed in the building of railways, 
harbours and canals, factories and rapidly growing 
towns, became idle. The slackening of construc- 
tion brought a sharp curtailment in the Nova 
Scotia iron and steel industry, unemployment in 
the industrial cities of Central Canada and a steep 
decline in the production of lumber in British 


Columbia. The fall in export prices was aggravated 
by drought on the Prairies which cut short the 
crop of 1914. Caught between decreasing capital 
imports and falling export values, the economy 
which the wheat boom had brought into existence 
revealed its alarming vulnerability to external 
influences. 

Adjustment to this situation required the diver- 
sion of idle labour and resources into the exporting 
industries to obtain employment and also to enable 
the country to meet the interest charges on its 
large external debt. Under normal conditions, this 
process would have been slow and painful involving 
a deflation of costs and prices and at least a 
temporary decline in industrial activity—the prin- 
cipal elements of a major depression. ‘The first 
effects of the War were to intensify the adverse 
external influences and to deepen the depression 
which was settling down upon the country. The 
dislocation of normal international intercourse cut 
Canadian exports still further. The inflow of 
foreign capital came almost to a standstill because 
borrowings in London were being permitted only 
for war purposes. Unemployment was widespread 
in the winter of 1914-15. 

After the middle of 1915, however, the disloca- 
tion of international economic intercourse became 
a great advantage to Canada. Britain and_ her 
Allies required vast quantities of supplies. The 
high cost of shipping and the readiness of the 
United States and Canada to supply credits 
directed a large part of the demand to North 
America. The principal requirements were food- 
stuffs and munitions. The former was Canada’s 
main export and the production of the latter was 
quickly undertaken by the depressed manufacturing 
industry. From 1915 to 1918, the intensity of the 
demand grew ever greater and Canadian production 
reached new heights. The capital equipment built 
up during the wheat boom displayed a remarkable 
productive capacity and the labour force which 
built it was absorbed, either in the overseas forces 
or in the production of goods and services. 

The insistent demand for foodstuffs brought a 
swift rise in the price level of Canadian exports. 
The prices of agricultural exports, in particular, 
rose much more rapidly than those of imports 
and of manufactured goods. As in the pre-War 
period, this gave an immediate and powerful 
incentive to the expansion of agricultural produc- 
tion. In the period between 1913 and 1919, the 
absolute increase in the area devoted to field crops 
was equivalent to the total increase which took 
place in the twenty years prior to 1913. In the 


Prairie Provinces the acreage under wheat in 1919 
was almost 80 per cent greater than it had been 
in 1913. In this short period, the number of cattle 
on Canadian farms increased by one-third. A wide 
variety of farm products received a less vigorous 
but nevertheless pronounced stimulus from the 
demands created by the War. 


This expansion in the productive capacity of 
agriculture provided very substantial increases in 
the surplus available for export. The bumper 
wheat crop of 1915 with its record yields per acre 
and its large export surplus was the principal factor 
in attaining a favourable balance of merchandise 
trade and did much to extricate the economy from 
the doldrums of the two preceding years. Although 
the wheat yields during the remainder of the war 
period were disappointing and in 1918 and 1919 
extremely poor, the average value of exports of 
wheat and flour during the 1917-19 period was more 
than double that of 1913. 


While wheat was by far the most important 
export, the exports of other agricultural commodi- 
ties showed even greater proportionate increases. 
Between 1913 and 1918, the exports of meat rose 
in value from $6 million to almost $85 million, 
live stock from $10 million to $35 million, and 
cheese from $19 million to $35 million. The exports 
of hay, oats, butter and eggs expanded greatly. 
Except where afflicted by drought, agriculture 
prospered. The increase in the value of its exports 
during 1914-19 over the immediate pre-war level 
was equivalent to fully four-fifths of the total 
Canadian money cost of the War. 


Among other raw materials affected, non-ferrous 
metals enjoyed a sharp increase in demand. Despite 
progress in the development of mining, the 
problems of treating low-grade and complex ore- 
bodies had not been satisfactorily solved prior to 
the War. The high prices due to the War encour- 
aged ingenuity in the search for methods of 
extracting the metals from these ores. Several 
important refining processes were discovered. High 
prices made the working of low-grade deposits 
profitable. Between 1913 and 1918, the quantity 
of copper produced rose 54 per cent, lead 36 per 
cent, nickel 86 per cent and zinc from a negligible 
quantity to 35 million pounds in 1918. The value 
of the output of these four metals rose from $29 
million in 1913 to $74 million in 1918. This stimulus 
advanced the Canadian mining industry. The high 
prices disappeared after the War but the growth of 
interest in mining, the improved techniques, and 
the greater resources accumulated by mining com- 
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panies out of profits were permanent gains to the 
industry. 


On the other hand, the lumber industry made 
little headway. The decline in construction and 
the high cost of ocean shipping bore unfavourably 
upon it, and production fell off. It was not until 
a demand arose for wooden ships and for sitka 
spruce in the airplane industry toward the end of 
the War that the industry in the Maritimes and 
British Columbia received any special stimulus. 
Circumstances only indirectly connected with the 
War did, however, give a great impetus to the pulp 
and paper branch of the forest industry. The 
United States tariff had been removed before 1914 
and the relative exhaustion of the forest resources 
of the United States, the exclusion of Scandinavian 
supplies due to the circumstances of the War, and 
the war-time growth in the circulation and size of 
newspapers gave the Canadian newsprint industry 
its opportunity. The exports of pulp and paper 
rose from $19 million in 1913 to $105 million in 
1919. 


There was an even greater rise in the output of 
manufactures. The favourable influences, derived 
from the national economic policies, which had 
brought about a rapid growth of the manufac- 
turing industry during the wheat boom, were 
continued by the war-time expansion of western 
agriculture and the increases in the tariff in 1915 
(74 per cent in the General and Intermediate 
schedules and 5 per cent in the British Prefer- 
ential). The disruption of imports from Central 
Europe, the decline in British exports, and the high 
cost of ocean shipping enabled domestic industry 
to secure a larger share of the home market. The 
increase in production of commodities of general 
consumption between 1915 and 1918 is indicated 
by the 10 per cent increase in employment in the 
textile, boot and shoe, tobacco, and furniture 
industries. 


While the growing share of the domestic pro- 
ducer in the home market was a feature of the 
period, the greatest stimulus to manufactures came 
from British orders for munitions and war equip- 
ment. The decline in construction and the 
depression prevailing in 1914 had severely affected 
the manufacturing industry, particularly iron and 
steel. Immediately after the War opened, Cana- 
dian industrialists, whose plants were idle or 
operating below capacity, began to press for British 
munitions orders. From late 1914 to 1917, these 
orders were given in increasing volume until exports 
of shells and explosives rose to almost $390 million 
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in 1917. In the years 1916, 1917 and 1918, muni- 
tions made up about one-quarter of total exports 
and, for a considerable time, Canadian manu- 
facturers were producing between one-quarter and 
one-third of the artillery ammunition being 
currently used by the British armies. Approxi- 
mately a billion dollars worth of shells and 
explosives were shipped overseas and Canada 
supplied the Allies with ships and airplanes valued 
at more than $100 million. At the peak, about 
one-third of the Canadian manufacturing capacity 
was employed on war orders from other countries. 
Between 1915 and 1918, the total employment in 
manufacturing rose by 32 per cent. The iron and 
steel industry which had been hit very severely 
by the depression in 1914, reached a new record in 
volume of output. 

Thus, during 1914-18, there was a remarkable 
expansion in the total production of goods and 
services. It was this increase in production which 
paid for the cost of the War. It also met the 
interest charges on the external debt which could 
no longer be financed by further foreign borrowings, 
and made possible (in contrast to European coun- 
tries) the maintenance of a relatively high 
standard of living. Under the circumstances, this 
was the only way the War could be financed. A 
society which cannot borrow abroad and employ 
foreign industry to produce the material sinews of 
war is obliged to pay for its war expenditures out 
of the current production of its own economy. 
During 1914-18 Canada was unable to borrow 
abroad in any significant volume! and the country, 
taken as a whole, was compelled to pay for the 
War as it went along.2 Table 20 shows the nature 
and extent of the extraordinary rise in exports. 


TABLE 20.—MERCHANDISE EXPORTS 


Millions of Dollars 
Prod: Pro- | PIO Manufactures 
Fiscal ucts | pss, | ducts yee Mis Total 
ural lene ia a haha es ie a ie 
ine Forest - | Muni-| Other 
ture | tions 
1913 57.4 16.3 43.3 | 194.9 — 43.7 0.2 355. 
1014 aay 59.0 20.6 42.8 | 251.5 0.2 57.2 0.3 431.6 
1915 51.7 19.7 42.7 | 209.1 0.5 85.0 0.7 409.4 
1916S ace 66.6 22.4 51.3 | 352.6 81.0 | 161.0 6.7 741.6 
541) WW (RAC & 85.6 24.9 55.9 | 501.2 | 281.2 | 196.2 6.4 |1,151.4 
1901S ae 73.8 32.6 51.9 | 740.4 | 386.3 | 250.5 4.5 |1,540.0 
AOIG ce aon, 77.5 37.1 70.5 | 469.7 | 250.9 | 304.5 6.2 11,216.4 
1920. 62.3 42.3 | 105.3 | 624.4 12.1 | 391.0 2.1 {1,239.5 


1¥For total Federal Government borrowings abroad during the 
War period, see p. 10 

2For further discussion of the means which made this possible, 
see pp. 99, 100 


In a very short period of time, the Canadian 
economy was delivered from a heavy dependence 
upon capital imports and showed its capacity to 
produce a large surplus of goods to be shipped 
abroad for war purposes and to provide, in this 
way, during the last two years of the War, sizeable 
capital exports. This quick transformation was not 
wrought by magic. Goods and services had to be 
diverted from the usual channels of investment and 
consumption to meet the requirements of the War. 
This large diversion was mainly accomplished by 
the financial and economic policies which the 
Federal Government was able to carry through. 
The character and effect of these policies deter- 
mined the nature and extent of Canada’s participa- 
tion in the War and also, in a great measure, the 
impact which the War was to make on the political, 
social and economic structure of the country. To 
understand these policies and account for the 
vigour with which they were applied, it is first 
necessary to recall the political atmosphere created 
in Canada by the War in Europe. 


1. Tor War AND NATIONAL UNITY 


A United Nation Enters the Conflict—War efforts 
evoke a strong spirit of unity and nationalism 


There is no need to emphasize the unanimity of 
conviction with which Canada threw itself into the 
struggle. It is true that, from the very beginning, 
there was a latent difference of opinion as to 
whether Canada was involved as a principal and 
committed to the totality of its powers. But as 
no one had at that time any conception of the 
colossal scale of the struggle and the sacrifices it 
would entail, this difference was passed over and 
did not emerge for discussion until the later years 
when it was driven into the open by the logic of 
events. Citizens of all occupations, political 
persuasions and religious beliefs pronounced the 
cause to be just and Canada’s participation 
unquestionably necessary. Even one as openly 
critical of British imperial policy as Henri Bourassa 
declared that it was “Canada’s national duty to 
contribute, within the bounds of her strength and 
by the means which are proper to herself, to the 
triumph, and especially to the endurance, of the 
combined efforts of France and England.’”’3 

Canada had never before seen such a demonstra- 
tion of national unity. For some time, the 
solidarity of national sentiment was the dominant 
feature of Canadian life. Personal interests were 


8 Le Devoir, Sept. 8, 1914; quoted by Elizabeth Armstrong 
in The Orisis of Quebec, 1914- -18, Dio: 


subordinated to the demands of a united effort and, 
for the great majority of people, the winning of 
the War became the prime objective of national 
existence. The evidence of a single national 
purpose was unmistakable and sufficed to give to 
the Federal Government immense moral authority 
in keeping with its sweeping legal powers. 

The crisis brought a truce in party strife which 
was maintained, in essentials, for over two years 
and which enabled the Parliament elected in 1911 
to prolong its life (with the approval of the 
Imperial Parliament) until the fall of 1917. In the 
Special Session of Parliament in August, 1914, the 
War Measures Bill which gave sweeping emergency 
powers to the Government was quickly and unani- 
mously enacted. The Opposition did not entirely 
give up the right to criticize the Government, as 
its strictures upon war contracts, fiscal policy and 
the conduct of the Department of Militia and 
Defence showed, but frankly partisan obstruction 
disappeared. . 

Although the party truce broke down in later 
years, the spirit which enforced it in the early 
years was strong enough to bring about the forma- 
tion of the Union Government in 1917. 

The crisis also imposed a truce on Dominion- 
provincial contention. In 1912 and 1913 the 
provinces had again begun to demand further 
increases in subsidies. With the coming of the 
War and its great financial responsibilities for the 
Dominion, this claim went into abeyance. So also 
did the federal power of disallowance which was 
used on only one occasion during this period. 
Provincial political leaders did not challenge the 
drastic policies pursued or the far-reaching powers 
exercised by the Dominion during the War. On the 
contrary, they played a large part in the formation 
of the Union Government. Family bickering was 
stilled in the presence of larger issues. Provincial 
politics and provincial interests were overshadowed 
by the magnitude of the common national purpose. 
The efforts of the Dominion absorbed the atten- 
tion of the people and commanded for the time, at 
least, the overwhelming support of public senti- 
ment. Despite the range of the activities of the 
Federal Government and the degree to which its 
actions affected the lives of the people in every 
part of the Dominion, there was no organized or 
systematic protest by the provinces. When protest 
came, it came in the sphere of federal politics, out 
of the discontent of cultural, class and sectional 
interests and not through provincial governments. 
For a time, Canada exhibited the essential features 
of a unitary state. 
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The conscious nationalism which accounted for 
the temporary eclipse of provincialism made itself 
felt in external relations. It disposed the Dominion 
Government to regard Canada’s participation in 
the War as that of a principal combatant and not 
merely as that of a satellite of Great Britain. The 
Canadian Army Corps was maintained as a 
separate unit in the field and was ultimately 
commanded by a Canadian. In 1916, the estab- 
lishment of a Ministry of Overseas Military Forces 
in London brought the Canadian troops directly 
under the control of the Dominion Government. 
Where independence of action was not possible, the 
Dominion bid for a share of control in centralized 
effort. The Imperial War Cabinet provided, in an 
indirect but substantial way, for participation of 
the Dominions in the direction of the War and the 
Imperial War Conference of 1917 recognized “the 
right of the Dominions and India to an adequate 
voice in foreign policy”, to be made effective 
through machinery for consultation and concerted 
action. After the Armistice, when the urgency 
for unified effort declined, the stress shifted to 
autonomy. While the all-absorbing sense of 
national unity did not survive the War, some 
elements of the conscious nationalism evoked by 
it retained their strength. With Canada leading 
in the demand, the Dominions got separate repre- 
sentation at the Peace Conference and in the 
League of Nations. And however much the 
Dominion Government may have receded from 
leadership in internal affairs in the post-War period, 
it found sufficient support for vigorous pursuit of 
Dominion status. 


The Conscription Issue—the disruption of national 
unity, the political isolation of Quebec, the 
unfortunate effects on Canadian federalism 


It was generally agreed at the outset that it 
would be a short war and that there was no doubt 
about its conclusion. The first plans for military 
participation involved only the sending of a single 
contingent of 25,000 men. It gradually dawned 
upon people that there was no assurance of an 
early decision and the military contribution was 
repeatedly increased until, at the beginning of 1916, 
the Government announced the desirability of 
raising the overseas forces to half a million men. 
The struggle became one of the endurance of 
peoples, as well as of armies, with all their material 
and spiritual resources engaged in it. Food 
supplies, munitions and every kind of materials 
became as vital to the success of the conflict as 
soldiers. The Government directed the production 
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and arranged the financing of supplies for the 
Allies on a great scale. By 1917, it was reluctantly 
seen that even the issue was in doubt and that an 
Allied victory could only be ensured by a supreme 
effort. It also became clear that the Federal 
Government saw Canada’s most vital interests at 
stake in the struggle and that there were no 
reservations or limitations on its willingness to 
pledge Canada for the sake of victory. 

As the Federal Government called for greater 
effort and sacrifice in pursuit of this supreme 
objective, the vague differences of opinion about 
Canada’s relation to the struggle became practical 
questions. Was it engaged as one of the principal 
combatants or merely as a voluntary helper of 
Great Britain? If engaged as a principal to the 
full extent of its powers, in what way could the 
country make the most effective contribution to 
the common cause of the Allies? Differences of 
opinion always exist as to the means of reaching 
an agreed objective. Because there was no over- 
powering sense of immediate peril such as is raised 
by foreign invasion or the direct threat of it, many 
people were not readily convinced of the urgency 
to subordinate differences to the prime necessity of 
united action. As the commitments became deeper 
month by month, public discussion of and dissent 
from the policies of the Federal Government became 
inevitable. The practical issue upon which these 
differences of opinion began to widen into cleavages 
over policy was the question of the extent of the 
military contribution which Canada ought to make. 

Discussion of conscription and other issues which 
were so disturbing to national unity over twenty 
years ago is a delicate matter even at this late date. 
But the political issues of the war period left so 
enduring a mark upon the Canadian federal system 
that they cannot be ignored. At the risk of being 
misunderstood we have, therefore, felt it imperative 
that these issues should be recalled and set out as 
objectively and fairly as possible. 

Before conscription became a burning political 
question, there had been marked differences in the 
ratio of enlistments among the different elements 
of the population. Naturally enough, the response 
of the British-born had far exceeded that of the 
native-born. In the early stages, recruiting had 
been particularly brisk in the towns, although it 
fell off when the great increase in industrial activity 
created conditions of full employment. It was 
never so marked in the countryside which lacked 
contact with military traditions and never felt the 
organized social pressure for enlistment which 
operated in the towns. These factors which 


affected the rate of recruiting in all areas of Canada 
might be expected to manifest themselves in a 
more pronounced way in the Province of Quebec. 

There was a difference between English-speaking 
Canada as a whole and French-speaking Canada in 
the response to voluntary recruiting. There has 
been much controversy as to whether any significant 
difference existed after the adjustments necessary 
to provide fairly comparable conditions are made. 
In answer to reproaches made against Quebec, it 
has been maintained that if allowance is made for 
the much higher proportion of British-born in the 
English-speaking parts of Canada and for the 
predominance of rural conditions in Quebec— 
conditions which materially affected the rate of 
recruiting in English-speaking areas—the response 
of native-born Canadians did not differ significantly 
in Quebec from the rest of Canada. On the other 
hand, the validity of this explanation has been 
denied. Data to test these contentions are not 
available and probably can never be secured. 

Even if there were marked differences, not to 
be explained by making these adjustments, it need 
not cause surprise. There were several immediate 
and some underlying factors making for difference. 
Among the official spokesmen of the Dominion 
Government in Quebec were men who had fought 
with Bourassa against Laurier and the Naval Bill 
and they could scarcely be expected to rouse 
enthusiasm for a vigorous war policy. There were 
serious and exasperating mistakes in the manage- 
ment of recruiting in the Province, mainly through 
lack of sympathetic appreciation of how a sensitive 
people cherished their distinctiveness. 

There were basic factors which lay much deeper. 
The French-speaking Canadians had been estab- 
lished in Canada for centuries. They were the 
oldest Canadians of European stock and they 
were much more firmly rooted in North America 
than their English-speaking fellow-citizens. Their 
political connection with France had been severed 
150 years before and they had never formed a 
close sentimental attachment for republican France 
with its anti-clerical associations. Their undoubted 
loyalty to Great Britain was a reasoned rather 
than an instinctive loyalty. It lacked the emotional 
pull which was essential to command deep sacrifices 
in a remote European war. While the rest of 
Canada was deeply affected by living or remembered 
links with the British Isles and by United Empire 
Loyalist and Imperial tradition, their experience 
and memories were essentially North American. 
It was not unlikely, therefore, that the attitude of 
the French-speaking Canadians toward a prolonged 


war in Europe would differ from that which 
prevailed in the rest of Canada. 

Before the War, Ontario had limited the use of 
French, both as a language of instruction and a 
subject of study, in the schools of the Province. 
French-speaking people of Ontario had vigorously 
resisted the enforcement of this regulation. They 
contested its constitutionality and the case dragged 
through the courts until its validity was finally 
upheld in 1916. In that year, Ontario enacted 
further legislation in support of its separate school 
policy and the Federal Government declined to 
disallow it. The dispute over the bilingual school 
question, as it was called, went on with increasing 
bitterness, revealing the gaps which divided French- 
speaking citizens, in feelings and interests, from 
English-speaking Canada and emphasizing again 
the difficulty of tolerable accommodation between 
the two races. On the instance of Sir Wilfrid 
Laurier, a resolution was introduced in Parliament 
deploring the action of the Ontario Legislature.4 

The Conservatives of Quebec with Nationalist 
tendencies joined the Liberals from that Province 
in voting for the resolution; the Western Liberals 
voted against it and it required the full exercise of 
Sir Wilfrid’s prestige and authority to hold the 
Ontario Liberals in line. The disruptive poten- 
tialities of the old racial issue even in face of the 
national emergency were clearly shown. The split 
over the bilingual question foreshadowed the much 
more serious division on the issue of conscription. 
The principle of the political co-operation of the 
two races in the two federal parties had already 
begun to break down in 1916, because one of the 
races was being rapidly consolidated behind one of 
the political parties. 

The dispute over the separate school policy of 
Ontario embittered the debate on conscription. The 
French-speaking Canadians of Quebec were deeply 
roused by the action of Ontario. Their language 
was one of their most vital interests. The majority 
of the political leaders in Quebec strove to prevent 
the bilingual issue from diminishing Quebec’s 
support of Canada’s war effort. But the issue led 
many into bitter opposition of Canada’s participa- 
tion in the War. They insisted that the English- 
speaking leaders of the Dominion were sacrificing 
the real interests of Canada to British Imperialism. 
They maintained that no further sacrifices for the 
preservation of British civilization in Europe should 
be made at a time when a British attack was being 
made on the culture of French Canada at home. 


_ The resolution was actually introduced by Mr. Lapointe and 
is commonly known as the “Lapointe resolution”. 
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The Nationalist agitation in Quebec aroused both 
extremist and moderate groups in other parts of 
Canada. It was assumed that the Nationalists 
spoke for Quebec as a whole and Nationalist 
propaganda was cited as the reason for the lower 
ratio of enlistments in Quebec. These charges of 
disloyalty, which multiplied rapidly, caused resent- 
ment among the French-speaking Canadians who 
had supported participation in the War and 
provoked recriminations. which, in turn, drew 
further retort from English-speaking Canadians. It 
was a vicious circle in which mutual misunder- 
standing and mutual reproach seemed to be 
endless. When this stage was reached, it inevitably 
diminished the support which Quebec gave to the 
supreme objective of the Federal Government. The 
bilingual issue loosed a chain of consequences 
which helped to prepare Quebec for united resist- 
ance to conscription. 


Quebec was not alone in its opposition to 
conscription. Organized labour and agriculture, by 
this time alarmed and burdened by rising prices 
and roused by the glaring inequality in the distri- 
bution of war profits, raised their voices against it. 
Late in 1916, the Government established a 
National Service Board to take an inventory of 
man-power. Despite disclaimers by the Govern- 
ment, this scheme was widely regarded as a 
precursor of conscription. The Trades and Labor 
Congress recorded its disapproval of both national 
service registration and conscription. Some spokes- 
men for agriculture lashed out at profiteers and 
demanded that any census or conscription of men 
should be accompanied by similar treatment of 
wealth. This demand was reiterated in the public 
debate on the conscription issue itself. 


At the time the policy of conscription was 
announced, the Government was urging the 
maximum effort at food production. As _ the 
reserves of agricultural labour were depleted, the 
Government made repeated promises of liberal 
exemptions from military service to farmers’ sons 
These promises did something to calm the agita- 
tion in rural Ontario against the introduction of 
conscription. But cancellation of these exemptions 
in the spring of 1918, owing to the unexpected and 
desperate situation on the Western Front, brought 
an immediate and determined protest. A huge 
deputation of Ontario and Quebec farmers made a 
profitless visit to the Government at Ottawa and 
returned home angry and resentful at what it 
regarded as a breach of faith by the Government. 

When the Government announced that conscrip- 
tion would be imposed, trades and labour councils 
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across the country voted resolutions condemning 
the conscription of men and demanding the con- 
scription of wealth. Although the annual conven- 
tion of the Trades and Labor Congress in 1917 
gave qualified approval to the conscription policy 
of the Government, it significantly gave its blessing 
to a resolution approving the formation of a labour 
party for political purposes. In its view, the 
interests of labour were failing to find expression 
in the Federal Government’s interpretation of the 
supreme national purpose. 

In Quebec, the proposal of conscription met with 
general opposition. Popular agitation against it 
throughout the Province deepened into mass 
demonstrations in Montreal in the closing days of 
August, 1917. Within Parliament itself, the issue 
revealed to the full its disruptive force. It com- 
pleted the disintegration of the federal : political 
parties. Among Liberals from the English- 
speaking provinces, devotion to their old party 
leader was overborne by what was conceived to 
be the inexorable demands of the War, and close 
friends and personal lieutenants of Sir Wilfrid 
spoke and voted for the military service bill. On 
the other hand, the erstwhile Quebec Nationalist 
supporters of the Government voted against the 
measure. Within the walls of Parliament, the 
Liberal Party was becoming identified with the 
Province of Quebec and Parliament itself was 
dividing on racial lines. 

Despite passionate opposition the policy of 
conscription commanded the support of a majority 
of the people of Canada. They accepted it as vital 
to the supreme national objective of winning the 
War. The most critical phase of the struggle 
which was reached in 1917, combined with the 
serious threat of internal dissension, led to a closing 
of the ranks. Although the idea of a coalition for 
the purposes of the War was not new, the con- 
scription issue brought the agitation for a union 
government to a head. The existing Government 
had no mandate to introduce it and a drastic 
measure certain to arouse resistance could not very 
well be enforced except by a national non-partisan 
government. 

With several leading Liberals sharing in the 
initiative, the Union Government was formed and 
the ensuing election was fought on its interpreta- 
tion of the means necessary to make the greatest 
possible contribution to the Allied cause. During 
the election campaign, racial passion reached a 
climax of bitterness. In the result, the Union 
Government swept English-speaking Canada while 
Quebec gave solid support to Sir Wilfrid Laurier’s 


opposition to conscription. Out of the 143 candi- 
dates elected who were endorsed by Union Gov- 
ernment, all but three were returned in English- 
speaking Canada; 60 out of the total of 77 elected 
candidates endorsed by Sir Wilfrid Laurier were 
elected in Quebec. However, the popular vote was 
not so one-sided. The Liberal Opposition (exclud- 
ing all the minor parties and independents) 
recelved about 42 per cent of the total civil vote. 
Outside of Quebec the Government elected 82 per 
cent of the members with 62 per cent of the total 
civil and military vote; the balance was split 
between the Liberal Opposition and a scattered 
number of independents, many of whom supported 
the Government on the conscription issue. 


TABLE 21.—Vores Cast IN THE 1917 FEDERAL 
GENERAL ELECTION ‘®) 


(Thousands) 


For For 
Candidates | Candidates 


Officially Officially All 
—— Endorsed. Endorsed Other 
by Union by 
Government | Sir Wilfrid 
Laurier 
Civil Vote— 
Quebec—Urban )........ 38 106 Us 
—Rural © ......... 24 232 19 
Other Canada— 
—Urban ®)........ 851 156 62 
——FUUT ALE alle see 496 306 110 
TotaliOivileVotcwne eee 909 800 198 
Military Vote.............. 215 14 5 
TOTALS. Seg Limerene ae lynths 1,124 814 203 


‘) The potential vote in constituencies where acclamations occurred 
was estimated on the basis of results in other provincial constituencies. 
(6) Urban-rural division only approximate. 


The long standing quarrel between the National- 
ists and the Liberals in Quebec was healed at last. 
The old Liberal Party was shattered in Parliament® 
and in Quebec it became temporarily identified 
with the racial interests of the majority in that 
Province. 

In the breakdown of old party lines, new political 
movements began to appear. Labour hastily con- 
structed a political organization and ran a number 
of candidates, many of whom were opposed to 
conscription. The various farmers’ movements 
took no separate part in the campaign. However, 


5J7t was the organization and leadership of the Liberal Party 
that suffered most. As later events showed, there was no 
permanent disaffection of its rank and file supporters. 


resentment at the manner in which the Military 
Service Act was applied in the following year gave 
an impetus to political action by farmers’ organiza- 
tions and immediately after the close of the War 
they took advantage of the confusion and weakness 
in the Liberal Party to enter the political field. 


Canadians are reluctant to recall the events 
which reopened old antagonisms and renewed 
distrust and bitterness between the two races. It 
is imperative that the distrust and the bitterness 
should be forgotten but it has been necessary to 
recall the events which provoked them because 
they have had a deep influence on the subsequent 
history of Canadian federalism and because they 
point to certain general lessons about the operation 
of the federal system in Canada. 


The united effort required of a nation by modern 
war places a great strain on the political unity of 
any people. But the events of the Great War 
provide the most striking illustration of the peculiar 
character and the limitations of the Canadian 
political system. The War gave predominance to 
the Federal Government and set a single objective 
for all Canadians. In a sense, the War was a great 
national enterprise, a corporate endeavour by the 
whole country. The instinctive diversity of Cana- 
dian life did not long remain constant to a single 
conception of ends and means. Compromise and 
co-operation broke down into dissension, and 
coercion was resorted to as the only means of 
driving on to the chosen objective. 


It must be emphasized again that collective 
action through the agency of democratic govern- 
ment implies a common purpose and an agreed 
method of achieving it. If the common endeavour 
is one with respect to which deep impulses in the 
community arouse differing conceptions, it is likely 
to break down and the consequent. disharmony 
will embarrass all the common enterprises which 
have been entrusted to the government. A popu- 
lation of common origin and traditions, deeply 
habituated to think alike on fundamental issues, 
may be readily able to maintain the agreement 
necessary for collective action affecting the whole 
range of community life. Canada lacks that 
homogeneity and this, in turn, limits the extent 
of collective endeavour which can be effectively 
_ organized under Dominion control. 


This is why Canada is a federal state and must 
remain so. Deep underlying differences cannot be 
permanently overcome by coercion. There are, of 
course, many matters in which there is sufficient 
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community of interest and purpose for them to be 
entrusted to the Federal Government and they are 
increasing. Modern transportation and communica- 
tion and the integration of the economy lift many 
matters to the level of general interests which 
might, if agreed upon, be cared for by the Federal 
Government. 


The illumination thrown upon the federal system 
by the events of the War period strengthened 
tendencies and opinions already evident in Quebec. 
To those who believed in the largest possible powers 
for the provinces, it seemed to confirm the policy 
which had commended itself to them in the past. 
Here was a demonstration that where the interests 
and ideals of French-speaking and English-speaking 
Canadians did not run side by side the federal 
powers were at the disposal of the majority. The 
importance to them of section 92 as a protection to 
their institutions and cherished values was thereby 
increased. Because government action is always 
laden with unforeseen and unexpected result, 
Quebec became still further disposed to question 
any increase in federal power. 


Although this view was not universally accepted 
in Quebec, its influence reinforced earlier tendencies 
and gave Quebec a deeper distrust of federal power. 
Quebec became, more than before, a watchful 
guardian of provincial rights. In this way, the 
political experience of the War has had a pervasive 
influence on the subsequent history of Dominion- 
provincial relations. In other ways too, it has had 
far-reaching results. In its calamitous effect upon 
the federal political parties, it seriously damaged 
federal initiative in internal affairs in the post-War 
period and thus added to the political strength of 
the provinces without increasing their financial 
resources. 


2. THr WAR AND THE CANADIAN ECONOMY 


War Finance—war costs met by internal borrowing; 

loan funds made available by inflationary credit 

policy 

It has already been remarked that the political 
unanimity with which Canada greeted the War 
enabled and even compelled the Dominion Gov- 
ernment to embark on a vigorous use of the 
constitutional powers of the Dominion in direct- 
ing the war effort.6 The pledge of Canadian 
lives was backed by the pledge of Canadian 


6 The War Measures Act of 1914 authorized it to employ a 
wide range of powers, many of which were beyond its peace-time 
constitutional capacity. 
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economic resources. To ensure the most effective 
use of these resources, the Dominion Government 
employed the powers at its command throughout 
the war period. Through the use of them, it 
launched and enforced a number of economic and 
financial policies which governed the public finance 
operations of the Dominion during this period and 
enabled the country to become a great source of 
essential supplies for the Allies. These policies 
also had a profound permanent effect upon the 
economic and social structure. Therefore, they 
must be considered in some detail. 


The outbreak of the War found Canada in a 
deepening depression. The financial upheaval and 
uncertainty further aggravated the situation. The 
large current surpluses of the previous years had 
disappeared. The Government was faced with the 
necessity of obtaining large loans to complete its 
capital program and to meet the huge war expendi- 
tures which loomed ahead. Abroad the money 
markets were virtually closed; a run on the banks 
threatened at home. 


The exigencies of the War at once forced the 
Federal Government into an aggressive role. Early 
in August, 1914, the redemption of Dominion notes 
in gold was suspended, bank notes were made legal 
tender, the banks were permitted to use the excess 
circulation privilege? the year round and finally 
the Government was empowered to make advances 
of Dominion notes to the banks upon the pledge 
of approved securities. While these measures 
averted the immediate danger to the banks, they 
also provided the mechanism for inflation. The 
restrictions thus abolished and the devices set up 
provided the machinery for an expansive credit 
system and placed it at the disposal of the Federal 
Government. 

The financial requirements of the Dominion for 
the fiscal year 1914-15 were met in various ways. 
The customs duties on coffee, liquors, sugar and 
tobacco were raised and special excise taxes were 
imposed on liquors and tobacco. These increases 
in taxation, however, were expected to yield only 
$15 million. Approximately $156 million ($61 
million for War, $93 million for capital and $2 
million current deficit) were required in addition 
to the total current revenues for the year. It was 
not thought advisable or possible to pay for the 
whole cost of the War out of taxation or borrowings 
at home. Arrangements were made with the 
Imperial Government to finance the Canadian cost 


_ ‘Hitherto the banks had been permitted to issue their notes 
in excess of their combined paid-up capital and rest or reserve 
funds up to 15 per cent during the crop moving season from 
September to February inclusive. 


of the War and in the fiscal year 1914-15 almost 
the entire borrowings needed for the purpose were 
obtained from that source. The capital expendi- 
tures were met by $40 million of loans in London, 
a $39 million fiduciary issue of Dominion notes8 
and a short term loan from the Bank of Montreal. 
The early period of the War thus occasioned no 
immediate strain on the economy. Aside from the 
issues of Dominion notes and a small amount of | 
temporary loans, the whole of the war cost and the 
capital disbursements were borrowed abroad. 


Early in 1915, the first special war taxes were 
imposed. Taxes were placed on bank note circula- 
tion, on the gross income of loan and _ trust 
companies, on the premium income of life insur- 
ance companies, on telegraph and cable messages, 
on railway and steamship tickets and on sleeping 
and parlour car accommodation. Postage rates 
were increased and stamp taxes placed on cheques, 
bills of exchange, etc. Imposts were made on 
patent medicines, perfumery and non-sparkling 
wines. An additional 74 per cent was levied on 
imports under the General and Intermediate tariff 
schedules and 5 per cent on items under the British 
Preference. These taxation increases which were 
expected to yield about $25 million went, however, 
only a small way toward meeting the Government’s 
financial needs of $166 million during the fiscal year 
1915-16. 


The arrangement with the Imperial Government 
to finance the Canadian costs of the War broke 
down in the summer of 1915 when sterling exchange 
went to a large discount. Henceforth Great Britain 
could do no more than finance the Canadian war 
expenditures made overseas. The Federal Govern- 
ment was faced with the necessity of itself raising 
the money for its war costs incurred at home and 
for making advances to Great Britain to meet an 
increasing share of the British war purchases in 
Canada, if these purchases were not to be sharply 
curtailed. With the London money market closed, 
New York was the only other possible source of 
foreign funds. A loan of $45 million was obtained 
there in July, 1915. For the remainder of its 
requirements, the Government was obliged to turn 
to the Canadian investor. 

Before the War, the Federal Government had 
never raised as much as $5 million in Canada by 
way of a long term loan. In 1914, less than 
$700,000 of the entire federal debt was payable in 


8 The amount of Dominion notes that could be issued against 
a 25 per cent reserve of gold was increased from $30 million to 
$50 million, $16 million of Dominion notes were issued against 
guaranteed railway securities and $10 million were issued for 
general government purposes. 


Canada. However, the remarkably large crop and 
the war orders of Britain and her Allies had brought 
a return of prosperity by the autumn of 1915. 
With the low level of private investment and the 
expanding profits induced by the rising price level, 
there was a considerable accumulation of funds. 
The domestic loan offered in November, 1915, 
produced $100 million subscribed almost wholly by 
financial institutions and other business organiza- 
tions. 


During 1915-18, Canada’s war effort was rapidly 
increased. The growing burden had more and more 
to be supported by Canada’s own resources. The 
Imperial Government provided the funds for the 
war expenditures overseas. The Canadian Govern- 
ment paid the costs incurred at home and made 
advances to Great Britain for a considerable part 
of her purchases in the Dominion. During the 
last two years of the War, the Canadian advances 
to Great Britain (including those made by Cana- 
dian banks) far exceeded those of Great Britain to 
Canada. Canada was, in effect, buying a large 
part of her own exports and shipping them abroad 
where they paid for the cost of the War. The 
extent of Canada’s contribution to the conflict, 
therefore, depended upon the ability of the Federal 
Government to obtain money to finance the exports. 
The more money it could raise at home, the more 
exports and production could increase and the 
more extensively the country could engage in the 
struggle. Three methods were available to the 
Government for the acquisition of funds: taxation, 
borrowing, and the issue of Dominion notes. 
Although special war taxes were imposed they 
produced but a relatively small part of the amount 
required. The issue of Dominion notes could be 
used only to a limited extent. The bulk of the 
funds had to come from borrowings. 


The amount of money which was obtainable by 
means of domestic loans depended upon the savings 
of the community and the extent to which private 
investment was reduced. As ordinary savings 
became insufficient, the Government adopted the 
only policies then open to it, which had the effect 
of both increasing and of redistributing the national 
money income in a manner which gave a larger 
portion to business organizations and wealthy 
individuals whose profits or surpluses could be 
borrowed in large amounts by the Government. 
This expansion and redistribution of money income 
was brought about by the expansion of bank credit, 
ie., inflation. Prices and the cost of living (selling 
prices) rose more rapidly than average wage rates 
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and interest on old debts (costs).9 The profits of 
industry and property incomes, therefore, increased 
while the real income of wage earners and _ indi- 
viduals receiving interest payments at, fixed rates, 
declined or rose less rapidly. It was this relative, 
and in some cases absolute, reduction in the real 
income of one section of the community, and the 
creation of large surpluses in the hands of another 
(which would lend these surpluses to the Govern- 
ment) combined with the great increase in gross 
production that made the surprisingly large war 
loans possible. 

During the fiscal year 1916-17, the Canadian 
war expenditures rose to $307 million. Ordinary 
capital expenditures absorbed another $82 million. 
In that year the Federal Government required 
nearly $400 million in funds. To increase the 
revenue from taxation and to reduce the net profits 
derived from war activity, a business profits tax, 
retroactive to the beginning of the War, was 
imposed early in 1916. One-fourth of all net 
profits (except in life insurance and agriculture) in 
excess of 7 per cent on the paid-up capital of 
incorporated enterprises and in excess of 10 per 
cent on the paid-up capital of unincorporated 
enterprises was taken in taxes by the Government. 
Businesses with a paid-up capital of less than 
$50,000 were exempt, excepting those engaged in 
the production of war supplies and munitions. 
The return of prosperity and the special war taxes 
produced a current surplus of $84 million for the 
year ending March 31, 1917, which slightly more 
than covered the ordinary capital requirements. 
The war expenditures had to be met by borrowing. 
Fifty million dollars were obtained in New York. 
The remainder was raised in Canada. 

During late 1916 and early 1917, the expansion 
of bank credit got under way in earnest. The 
banks advanced $100 million to the Imperial 
Munitions Board for expenditures in Canada and 
established a revolving credit of $20 million for 
the Imperial Government for the purchase of 
wheat. They supplied the Canadian Government 
with $100 million by the purchase of its treasury 
bills. Current bank loans to business rose by $73 
million between March, 1916 and March, 1917. 
These increases in purchasing power were an 
important factor in bringing about a swift rise in 


® Wages in certain war industries and of certain unskilled 
groups rose more rapidly than the cost of living, but the wage 
rates received by a large section of labour, particularly the 
skilled trades and the white-collar class, fell behind the rise in 
the cost of living. The Dominion Department of Labour index of 
the general movement of wage rates (excluding professional 
workers and the white-collar class) rose 25 per cent between 
1913 and 1917, while the Dominion Bureau of Statistics index 
of the cost of living rose 31 per cent. 
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prices and a rapid expansion of production, money 
incomes and profits. In September, 1916, and 


March, 1917, the Federal Government floated with 
ease domestic war loans totalling $250 million. 


In 1917 and 1918, Canada’s participation in the 
struggle became more and more extensive and the 
costs of financing it increasingly burdensome. In 
each of these years the Federal Government 
required between $500 and $600 million. The 
credits granted to Great Britain for her purchases 
in Canada reached large proportions. 


During 1917, the banks made further advances 
to the Imperial Government amounting to $150 
million for the purchases of munitions and wheat. 
They continued to finance the Dominion for short 
periods by taking large amounts of its treasury 
bills in anticipation of the war loans. Current 
loans to business rose $38 million in 1917 and $217 
million in 1918. In these two years the quantity 
of money (paper notes in the hands of the public 
and bank deposits) available in the country rose 
by nearly 40 per cent. This expansion of credit was 
made possible by the increase in the cash reserves 
of the banks brought about by the action and 
policies of the Federal Government. In 1917 there 
was another fiduciary issue of Dominion notes of 
$50 million bringing the total to $90 million since 
the beginning of the War. In addition, large 
amounts of Dominion notes were issued to the 
banks by rediscounting their securities under the 
Finance Act. Imperial Government treasury bills 
held by the banks were rediscounted at 34 per cent, 
a rate considerably below the market rates of 
interest. With the machinery provided by the 
Finance Act, the banks could increase their cash 
reserves to any extent that their lending oppor- 
tunities made profitable. At the end of 1918, 
bank cash was more than double, and deposits 
nearly double of what they had been at the end of 
1913. 


The rapid expansion of credit both in Canada 
and abroad produced a swift rise in prices. Between 
1916 and 1918, the Canadian wholesale price level 
and the cost of living rose 51 per cent and 34 per 
cent respectively. The rate of earnings of a con- 
siderable section of the community, however, rose 
more slowly. Real wage rates of large groups of 
labour (principally the skilled trades and the white- 
collar class) were appreciably below 1913. The 
decline in the real income of many wage-earners 
and of investors in pre-War bonds and mortgages 
resulted in a rapid increase in business profits, 
which, together with the rise in the national money 
income, the war-time increase in thrift and the 


reduction in private investment made available 
large funds for the Federal Government. During 
the fiscal years ending March 31, 1918 and 1919, 
the Dominion obtained (net) by means of domestic 
loans $516 million and $589 million respectively. 
The relative, and in some cases absolute, decline in 
the standard of living suffered by certain groups, 
the increase in savings, and the postponement of 
needed capital facilities helped to make these war 
loans possible and represented the sacrifices 
necessary for the conduct of the War.19 The effects 
of the inflation spread these sacrifices unequally. 
During the War, the taxation imposed by the 
Dominion was rapidly extended in scope but the 
increased returns did little more than meet the 
ordinary current and capital requirements and the 
interest on the sharply mounting debt. In 1917 
the business profits tax was raised and a Dominion 
income tax was levied for the first time. In 1918 
the exemptions for the business profits tax were 
lowered and the income tax increased. Excise taxes 
were imposed on a number of luxuries, including 
motor cars. During the fiscal year ending March 
31, 1919, the special war taxes yielded $56 million 
or 18 per cent of the total current revenues. 
Although the War ended in November, 1918, 
the heavy cost of demobilization and soldiers’ civil 
re-establishment kept Dominion expenditure at 
war-time levels for another year and a half. The 
expansion of bank credit and the precipitous rise 
in prices continued into the first half of 1920. In 
the autumn of 1919, the final domestic war loan, 
which produced about $600 million, was floaved. 
The transition from war to peace was accom- 
plished with remarkable ease. Half a million 
soldiers were re-absorbed into civil pursuits without 
much unemployment or industrial disturbance. 
The large gap left by the abrupt stoppage of 
munitions orders was quickly filled by new demands. 
Exports to war-torn Europe continued at a high 
level on the basis of large American loans. The 
Dominion advanced $46 million to foreign countries 
which was used to buy goods in Canada. There 
was a strong demand not only for foodstuffs but 
also for manufactures. The exports of the latter 
rose to $391 million in the year ending March 31, 
1920. Much of the slack due to the cessation of 
war orders, particularly as it affected the steel 
industry, was taken up by the shipbuilding 


10 The huge amount of material goods and services required 
for the prosecution of the War was largely provided by the 
increase in production. The problem, however, was to divert this 
production from private consumption and investment into the 
hands of the Government. The policies followed to bring about 
ea diversion caused some groups to give up relatively more thar 
others. 


program for the Dominion and foreign govern- 
ments. 

The stimulus from abroad was reinforced by 
internal developments. The cessation of the War 
was followed both by an upsurge of consumer- 
buying and a sharp increase in construction 
activity. The provincial and municipal govern- 
ments quickly began to provide the community 
facilities and the developmental projects which the 
War had postponed. The Dominion increased its 
outlay on public works, made large expenditures 
in consolidating and equipping its railway system 
and granted loans to provinces for the construction 
of houses. Private industry expanded its equip- 
ment and built up inventories. There was an 
inrush of American branch plants. These activi- 
ties, capped by the Dominion’s heavy outlay on 
demobilization and the civil re-establishment of 
soldiers, maintained the post-War boom until the 
summer of 1920, when the world-wide deflation 
forced its collapse. 


War-time Regulations of Business and Industry— 
its effects on social philosophy and the post- 
War expansion of government responsibilities 


The beginning of the post-War depression marks 
the end of an important phase of Canadian 
development. The War had wrought many pro- 
found changes in public finance, in the economic 
structure of the country, in social conditions, and 
in the public conception of the role which govern- 
ments ought to play in society. Before summar- 
izing the transformation made by the War in the 
financial position of the Dominion, it is important 
to note the extent of government intervention 
in economic life which the War-effort involved 
because it was a significant factor in changing 
the popular view of the appropriate sphere of 
governments. 

The first objective of the Federal Government 
was to win the War and it tried to order all effort 
to that end. Where it seemed imperative for its 
purposes the Government undertook to direct the 
employment of the economic resources of the coun- 
try. It encouraged in every possible way the pro- 
duction of munitions, and exhorted Canadian farm- 
ers to increase their production of food as greatly 
as possible. But many of its efforts went beyond 
encouragement to active intervention and control. 
The scarcity of certain vital supplies led it to under- 
take the rationing of them in a way calculated to 
assist its efforts. When the inflation connected with 
the financing of the War drove the cost of living 
steeply upward, the Government sought to limit its 
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unequal effects by imposing further economic con- 
trols on business. By the conclusion of the con- 
flict, the Federal Government was in possession of 
far-reaching powers over economic life. The fact 
of an unprecedented emergency ensured the con- 
stitutional validity of the measures of economic 
regulation which were adopted.11 

From the very early days of the War, the 
Government exercised a number of unusual powers 
such as the censorship of the press and cable 
despatches. However, it was not until the later 
days, when the inflation had manifested itself in 
the cost of living, and serious shortages of essential 
materials began to be felt, that extensive economic 
regulation was undertaken. In November, 1916, an 
Order in Council forbade hoarding and accumula- 
tion of the necessaries of life. Persons with exces- 
sive stocks of these articles were required to sell 
them at reasonable and just prices and the Govern- 
ment was given wide power to investigate and 
punish violations. In 1918 housing rentals became 
subject to the same regulations as other necessaries 
and municipal councils were authorized to establish 
Fair Price Committees to investigate the prices of 
necessaries and publish their determinations of a 
fair price. 

In 1917 the Government assumed control of the 
marketing of Canada’s principal product. The 
Allied Governments had become virtually the sole 
foreign buyers of Canadian wheat and they needed 
it at any price. Thus with the prospect of a short 
crop in 1917, it became probable that the normal 
market mechanism would result in famine prices. 
The Canadian Government intervened on behalf of 
the Allies by establishing a Board of Grain Super- 
visors with power to investigate all sources of 
supply and to ration the available grain between 
domestic millers and the Wheat Export Company, 
which was the North American purchasing agency 
for the Allies. This Board fixed export and 
domestic prices and controlled the marketing of the 
1917 and 1918 crops. It was succeeded in 1919 by 
the Canadian Wheat Board which acted as an ex- 
clusive marketing agency for the crop of that year, 
superseding the normal marketing facilities of the 
Canadian grain trade. 

As the prices of the necessaries of life, particu- 
larly food, continued to rush upward, the Food 
Control Office was established in 1917 with powers 
to inquire into available supplies and the reasons 
for high prices, to determine Canada’s food require- 
ments, and to facilitate the export of surpluses. It 


11Q0f. Fort Frances Pulp & Paper Co. v. Manitoba Free 
Press, [1923] A.C. 696, with In re Board of Commerce Act, 
[1922] 1 A.C. 191 and see pp. 97-8, infra. 
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was also given power to fix prices and to regulate 
consumption. In 1918 its powers were transferred 
to the Canada Food Board which was authorized to 
direct the production, conservation and distribu- 
tion of foodstuffs. 

The Board licensed, and imposed a variety of 
restrictions on, processors and dealers in foodstuffs. 
Although, with a few exceptions, it did not at- 
tempt to ration consumption, it did ration the bulk 
distribution of various commodities among pro- 
cessors and dealers. Importers and exporters were 
licensed and the use of grain in distilling liquor 
was prohibited. Public eating houses were sub- 
jected to close supervision. 

Although the Food Board did not attempt to 
fix retail prices, it established, in co-operation with 
the Board of Grain Supervisors, a fixed spread 
between the price of wheat and the price of flour. 
It also fixed the price to be paid to the British 
Columbia fishermen for salmon. Separate Orders 
in Council fixed the price of newsprint for Cana- 
dian consumers and limited the profits of the pack- 
ing industry by providing that profits in excess of 
a fixed rate should become the property of the 
Government. 

The coming of the Armistice did not reverse the 
upward trend in the cost of living. In the face of 
public clamour over high prices, many of the 
powers which the Government had exercised under 
the authority given by the War Measures Act were 
conferred by Parliament on the newly created 
Board of Commerce. The Combines and Fair 
Prices Act of 1919 continued the former prohibi- 
tions against hoarding and undue enhancement of 
the price of necessaries. It gave the Board of Com- 
merce power to make exhaustive investigations 
and to determine a fair profit and a fair price. 
For a period in 1919-20 the Board exercised its 
powers vigorously, frxing prices of a wide variety 
of commodities. But this intense activity was 
short-lived and price-fixing came to an end before 
the legislation under which it was exercised was 
held to be unconstitutional by the Privy Council 
in 1922.12 

This review of the economic regulation under- 
taken by the Federal Government is not exhaustive. 
It is designed rather to illustrate the extent to which 
the Government took power to direct the economy 
during the War. The dislocation of normal activity 
and the concentration of economic resources for 
War purposes drove it from one intervention to 
another. For example, the entry of the United 
States into the War in 1917 threatened an acute 
shortage in Canadian coal supplies. Accordingly, 


12In re Board of Commerce Act, [1922] 1 A.C. 191. 


a Fuel Controller was appointed and comprehen- 
sive regulation of the coal trade was set up. The 
Fuel Controller allotted available supplies among 
the separate provinces. Provincial coal adminis- 
trators distributed it among communities while 
local coal committees tried to allot it equitably 
within each community. Attempts were made to 
control prices by fixing margins of profit. 

The failure of wages in many occupations to keep 
pace with rising prices was reflected in a great 
increase in industrial strikes in 1917 and 1918. 
These seriously hampered production at a time 
when every effort was being strained to increase 
production. Consequently strikes and lockouts 
were forbidden in 1918. Finally, the establish- 
ment of the War Trade Board in February, 1918, 
revealed the full logic of the War economy. The 
Board’s sweeping powers authorized it to carry out 
“such supervision as may be necessary of all indus- 
trial and commercial enterprises...” 13 It was 
given power to direct the use of the economic re- 
sources of the country and to discriminate between 
“essential” and “less essential” industries by estab- 
lishing priorities in the right of access to scarce 
materials among the different industries. Although 
many of the powers with which the Government 
armed itself were exercised sparingly and some 
were not used at all, nevertheless, as the War went 
on, the economy was steadily being geared to a 
single purpose. 

This dominating purpose disappeared at the 
close of the War, and with a few temporary ex- 
ceptions, the unusual economic controls went with 
it. During the post-War reconstruction period, 
however, the Federal Government was obliged to 
undertake new responsibilities. After the long con- 
centration on the War, the return to normal eco- 
nomic activity was in itself a dislocation and it was 
complicated by the necessity of re-absorbing the 
citizen army into civilian life. The Government 
organized a system of pensions for the disabled 
and for the dependents of those who lost their 
lives in the struggle. It provided a variety of ser- 
vices to assist in the re-establishment of soldiers 
in civil life. Through the Soldier Settlement 
Board it sought to encourage, on a large scale, the 
settling of returned soldiers on the land. It or- 
ganized a Dominion Employment Service to co- 
ordinate the efforts of the provincial employment 
exchanges. The purpose and the technique of the 
modern social services became familiar. 

As in other countries, the great range of gov- 
ernment action during the War had important 


18P.C, 337, February 9, 1918. 


social effects. People saw how governments could 
mould their lives and civil servants learned how to 
do it. Statistical and other information necessary 
for effective intervention in economic affairs was 
accumulated. The belief grew that governments 
could and should use their powers to improve social 
conditions. The War-time experience with the 
regulation and direction of enterprise was an 
important factor in bringing on the wide extension 
of government control which economic and social 
chaos seemed to make desirable. 


War-time Increase in Federal Debt—war and rail- 
way nationalization add $3 billion to labilt- 
ties; revenue system greatly expanded to sup- 
port burden 


With the coming of peace, the War-time economic 
controls were liquidated. For a considerable period, 
the Dominion refrained from extensive government 
action for peace-time purposes. It was inhibited 
by the burden of debt imposed upon it by the War, 
demobilization and the railway débacle. The War 
and demobilization had cost $1,680 million. In 
addition, between March 31, 1914, and March 31, 
1922, the Federal Government had spent on capital 
account, excluding the assumption of the guaran- 
teed railway liabilities, about $1,100 million.14 
During this period the Dominion was required to 
raise, over and above its ordinary current expendi- 
tures, between $2,700 million and $2,800 million. 
Taxation (i.e., the total of surpluses on current 
account) provided only $440 million of this amount. 

Canada, like the other belligerent countries, met 
the major portion of its War costs out of borrow- 
ings and credit expansion. The imposition of a 
weight of taxation sufficient to pay for the whole 
cost of the War was too revolutionary a step to 
take. The Federal Government had hitherto relied 
almost exclusively on customs revenues and a few 
excise taxes. It had no system of general taxation; 
no machinery for directly taxing the net incomes, 
profits and wealth of individuals. The sudden in- 
troduction of such taxing measures on the scale 
required was too drastic to be either politically or 
economically practical. Since Canada was unable 
to borrow abroad to any great extent, the country 
as a whole paid for the War while it was being 
fought. The food, equipment and munitions used 
by the armies had to be obtained, either directly 
or indirectly, from current production in Canada 


14$640 million were spent on railways and canals, $116 
million on public works, $80 million on soldiers’ settlement. $155 
million net on advances to the United Kingdom and foreign 
Sabet aatae: and about $110 million on miscellaneous works and 
advances. 
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and the producers had to be paid. There was no 
way of obtaining these materials from posterity. 
It was, therefore, imperative to increase production 
and it is doubtful whether that increase would have 
taken place under the load of taxation necessary 
to yield the sums required. Individuals and indus- 
try are more ready to raise output and produce a 
surplus (i.e., amounts in excess of current consump- 
tion) to be lent to governments at favourable and 
tax-free rates, than to produce surpluses which 
governments simply take away by taxation. 


Aside from $135 million (the amount of new 
issues, less redemptions, floated abroad between the 
outbreak of War and March 31, 1922) the whole 
of the loan requirements, amounting to over $2,100 
million, were raised in Canada. The extent to 
which this money came out of business profits and 
the incomes of the well-to-do (the increases in 
which arose, in considerable part, out of the effects 
of the inflation) is indicated by the fact that from 
80 per cent to 85 per cent of the War-loan bonds 
were purchased by business organizations, financial 
institutions, and individuals with substantial 
incomes. 


The War costs and other capitalized expenditures 
resulted in an increase of $2,300 million in the 
debt of the Dominion. The assumption of the 
guaranteed and other liabilities of two transcon- 
tinental railways added a further $700 million. At. 
the outbreak of hostilities, the Canadian Northern 
and the Grand Trunk systems had not been com- 
pleted. It had, however, become increasingly clear 
that these gigantic projects which the Federal and 
Provincial Governments had assisted liberally with 
subsidies and guarantees were doomed to failure. 
The duplication of expensive lines through unpro- 
ductive territory could only be justified on the basis 
of a continuation of the 1900-13 boom far into the 
future. The 1913-14 depression was a significant 
warning that this would not happen. The War, 
which almost completely shut off immigration and 
capital imports, brought an end to rapid frontier 
expansion. The situation was further aggravated 
by the rise in prices and the inability to borrow 
in the London money market. The increased cost 
of construction added still more to the heavy fixed 
charges and the rapid rise in operating expenses 
enhanced the distressing deficits. Unable to borrow 
abroad, even on their government guaranteed securi- 
ties, the companies were entirely dependent upon 
temporary loans and advances from the Dominion. 

By 1916 the situation had become critical. The 
Dominion was faced with three alternatives. The 
first was to allow the companies to go into bank- 
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ruptcy and thus, after a long legal battle and a pos- 
sible deterioration of service and equipment, 
secure a reduction in their fixed charges. The 
second was to continue making advances to keep 
them going, and the third, to take over the roads 
and assume their liabilities. The Railway Inquiry 
Commission of 1916 recommended the last course. 
The bankruptcy of the companies and default on 
their securities, it was feared, would be ruinous 
to the credit of the country. Furthermore, there 
was danger that the freezing of the temporary 
loans made by financial institutions to the Cana- 
dian Northern would cause a financial panic in 
Canada. Thus, between 1917 and 1922, the Cana- 
dian Northern and the Grand Trunk Pacific were 
taken over together with the Grand Trunk and 
consolidated with the Canadian Government rail- 
ways into one system, the Canadian National. All 
the debenture liabilities of the companies, including 
as well those on which there had been no guarantee 
and those guaranteed by the provinces, as well as 
those which the Dominion had guaranteed, were 
assumed by the Dominion.15 Practically the whole 
of the capital expenditures on the newer roads had 
been financed by the sale of these fixed-interest 
securities. There was virtually no equity invest- 
ment. The entire cost of these misguided private 
ventures was, therefore, loaded on the shoulders of 
the taxpayer with very little loss to the private 
investor. Thus a heavy overhead on the economy 
undertaken at private risk was converted into fixed 
charges of government. 

The total direct and indirect debt of the Federal 
Government (accounted for almost entirely by the 
War and the railways) rose from half a billion in 
1913 to three-and-a-half billion in 1921. During 
the same period expenditures on current account 
rose from $118 million to $354 million. Of this 
increase, 56 per cent was due to debt charges, 22 
per cent to War pensions, and the remainder largely 
to the higher price and wage levels at which the 
ordinary services of government had to be pro- 
vided. Prior to 1914 the entire current expendi- 
tures of the Dominion were devoted to supplying 
services to the community. About 50 per cent 
(including all the debt charges) were for develop- 
mental purposes, about 40 per cent for general 
government and defence and 10 per cent for 
subsidies to provinces. In 1921 almost half of the 
total outlay consisted of transfer expenditures 
which yielded no immediate services. Nearly $100 


_ The securities guaranteed by the provinces and those on 
which there was no guarantee were not technically or legally 
assumed by the Dominion, but were assumed in fact since the 


Dominion paid the interest and met the maturities as they 
became due. 


million of interest payments was on debts for 
which there were no productive assets, and $54 
million was expended on soldiers’ pensions and 
aftercare. These two items constituted a mere 
transfer of income from the taxpayers to the 
holders of bonds (largely tax-free War loan bonds) 
and to pensioners. They neither added to, nor took 
away anything from, the sum total of goods and 
services enjoyed by the country as a whole. 


The new transfer expenditure was the principal 
factor which forced the War-time and immediate 
post-War widening of the Dominion’s revenue base. 
In 19138, 78 per cent of the total receipts came from 
customs duties, and the remainder largely from 
the excise on liquors and tobacco. In 1921 the 
proportion from customs had fallen to less than a 
third; a sales tax, income taxes on corporations 
and persons, a business profits tax, and a miscel- 
laneous series of taxes on financial institutions, 
transportation tickets, cheques, etc., had been added 
to the revenue system. Virtually the whole of the 
two-and-a-half fold increase in revenue since 1913 
was obtained from the new taxes. 


The $150 million of transfer expenditures were 
very largely a legacy of the War costs to which wage- 
earners and others with low incomes had been called 
upon to contribute more than their share. The 
Dominion tax system now forced wage-earners and 
other low income groups to carry the major part of 
the post-War burden. The progressive taxes (taxes 
on the incomes of persons and on business profits) 
yielded but $63 million. The remainder of the new 
revenue was mainly derived from sales taxes and a 
proportionate tax on the net incomes of corpora- 
tions. The imposts on consumption not only fell 
heavily on the poor but were a deterrent to industry. 
The taxation measures adopted by the Dominion 
to meet the obligations inherited from the War 
were a revolutionary change from the simple 
system of pre-War days. They were, however, far 
from being the most equitable and efficient that 
could be devised. 


Provincial-Munecipal Finance—the War-time re- 
straint on expenditures; sharp increases in 
debt and expenditures on public welfare during 
1918-21 


The steep increase in provincial and municipal 
debts and expenditures, which had been character- 
istic of the 1896-1913 period, had already been 
checked by the depression which set in shortly 
before the outbreak of hostilities. During the War 
the difficulty of borrowing abroad, the diversion of 


domestic investment funds into Federal channels 
and the search of the Dominion for additional 
revenues, effectively restrained the expansion of 
provincial and municipal activities. For several 
years after 1913, the latter governments marked 
time or fell back. As soon as hostilities ceased, 
however, they rapidly embarked upon new expen- 
ditures, and by 1921 the upsurge which marked the 
early years of the century had been resumed. 


TaBLE 22.—GOovVERNMENT Depts, DireEcT AND INDIRECT 
—1913 anp 1921 


1913 1921 


Per Per 
Total Capita Total Capita 
$imm $ $mm $ 
Dominion of Canada and 
Canadian National Railways 520.8 68 3,520.0 400 
IProVinGesiosse cea cie te ae aoe 285-0 37 633.3 72 
Municipalities: 00. ..0s4eck.ces 504-6 66 803-7 91 
Sub-Lotalwyere. csn ce 1,310.4 4,957.0 
Less Inter-governmental 
Debts— 
Dominion-Provincial..... bila 49.7 
Provincial-Municipal...... 0.9 24.5 
Total era sae Nc ty bis 1,298.0 170 4,882.8 556 


The most striking feature of the public finance 
of the provinces and municipalities during this 
period was the rapid increase in debts immediately 
after the close of the War.16 This rush of capital 
expenditures was in response to far-reaching tech- 
nical, economic and social changes. Already in 
1914 the effects on provincial-municipal finances of 
the motor car, the development of electricity and 
the long distance transmission of electric power 
were beginning to be felt. The heavy capital out- 
lays demanded by these changes had been post- 
poned by the War, but were undertaken with great 
vigour once hostilities ended. The increasing use 
of the automobile necessitated an almost. complete 
reconstruction of urban streets and traffic facilities. 
The provinces began to build trunk highways and 
to assist in the improvement of roads generally to 
motor car standards. More than one-fourth of the 
$650 million increase in provincial-municipal debt 
during 1913-21 was incurred for capital expendi- 
tures on highways, streets and bridges. 

Public utilities (excluding railways) accounted 
for some 40 ner cent of the rise in total provincial- 
municipal liabilities. Ontario spent more than $100 

16 Between 1913 and 1921, the total per capita provincial 


and municipal debts rose by over 60 per cent; practically all of 
the increase was incurred during the three years following 1918. 
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million on Hydro. Provincial power commissions 
were established in Manitoba, New Brunswick and 
Nova Scotia. The three Prairie Provinces doubled 
their investments in telephones. Many municipali- 
ties expanded and improved their water systems. 
The cities of Saskatchewan, Manitoba and Ontario 
expended considerable sums on electric power facili- 
ties and in some cases on street railways. While 
the extension of public utilities added substantially 
to gross debts, these did not increase the burdens 
on the taxpayer since they were virtually all self- 
supporting. 


The greatest increase in deadweight debt arose 
out of the large outlays on public buildings and 
miscellaneous works. The industrial expansion and 
urbanization stimulated by the War, together with 
the new responsibilities for social welfare, added 
considerably to the size and variety of buildings 
and institutions required for public purposes. These 
demands fell most directly on the municipalities. 
In the rapid extension of such facilities, together 
with the large expenditures on streets, sewers and 
waterworks, many urban centres practically rebuilt 
their entire capital equipment during the few years 
after the War. The expenditures were largely 
financed by 12 to 15-year debentures, a period much 
shorter than the life of the assets if they were fully 
maintained. Thus, while debts rose rapidly during 
1918-21, they were scheduled to decline rapidly 
during the thirties when the bonds would mature. 


The provinces, in addition to the demands for 
highways, buildings and public utilities, had to 
cope with the problems of the post-War depres- 
sion and drought. British Columbia, Manitoba and 
all of the Eastern Provinces undertook housing 
programs financed by loans from the Dominion. 
Prairie agriculture, hampered by short yields, high 
interest rates and sharp price declines (after 1920) 
called for special assistance. The provincial govern- 
ments attempted to relieve the situation by the pro- 
vision of agricultural credit, seed grain loans, loans 
to farmers’ co-operatives and by advances to an 
irrigation project in Alberta. Thirty-four million 
dollars were advanced for these purposes, and most 
of this sum soon proved to be uncollectable. 


The rapid increase in the new commitments by 
the Western Provinces was greatly facilitated by 
the Dominion’s assumption of $85 million of their 
railway guarantees. The relief from this threaten- 
ing load gave scope to the provinces for response 
to many demands which, however, quickly substi- 
tuted other heavy deadweight burdens. 
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TABLE 23.—GOVERNMENT EXPENDITURES, CURRENT AccouNT, 1913 anp 1921 


(Thousands of Dollars ) 


Municipal Provincial Dominion Total® 
Meri 1913 1921 1913 1921 1913 1921 | 1913 1921 
Net, Debt Charges 7). uargmig 4. shah lai aie ta bs 19,713 36,944 2,304 14,384 12,213 | 152,488 34,794 202,475 
Defence sae. OAs Nel he tee ine W sade aaa lea ane —_— — —— St 13,781 17,249 13,781 17,249 
Pensions/and "Aftercare wy yy..)./j\ue sielales c+ ciel —_— — aaa a 94 53 , 688 94 53 , 688 
Pubhig Welrate hy Li Me caveat lay ui iele de Rie te rare 8,161 18,786 4,343 12,437 2,617 4,911 15,121 36,134 
EQUATION sO gars rene valerie ay yiei bic ea arenas 27,700 66 , 280 9,600 20,850 215 924 37,515 88 ,057 
Agriculture and Public Domain............. —_ — 7,434 9,174 10,985 17,596 18,403 26,722 
PPAMBDOPUATION Mh ehtih a at MEME ss C8 sR 14,699 30 , 962 8,631 8,119 35 , 467 41,666 56 , 663 80, 747 
HUDSICIeSs tO ETOVINCES ashen. caidelaels mee ae — — — — 11,280 12h 212 — —_ 
General Expenditures— 
Justice, Legislation, General Government 

and Miscellaneous. :.ii3...006..06. 00.06. 30,125 51,911 15,069 25 , 689 31,642 | © 53,733 76,836 | © 131,333 

OATS ie Sian aa penta eRy s. ciaheonle rag at Maueeatt 100,398 | 204,883 47 ,381 90,653 | 118,294 | 354,467 | 253,207 636 , 405 


(s) Inter-governmental payments eliminated. 
@) Includes Post Office deficit of 4,045. 


Between 1913 and 1921 the current expenditures 
of the provinces and municipalities were each ap- 
proximately doubled. In the interval, however, 
the price level had risen by about 70 per cent and 
the population by about 15 per cent. Making 
allowances for these factors, there were no signifi- 
cant changes in the total real per capita outlays. 
The War, which had added about 70 per cent to 
the real per capita expenditures of the Dominion, 
curbed the activities of the other levels of govern- 
ment. In the last three years of the period, the 
provincial and municipal response to the demands 
which had accumulated during the conflict took 
the form of large expenditures on capital, rather 
than on current account. Although net debt 
charges had more than doubled, the full burden 
of the new liabilities was not felt until later when 
many of the provincial advances and investments 
failed to be self-supporting. 

While the total per capita real outlay of the 
provinces and municipalities on ordinary account 
did not increase, significant shifts occurred in its 
distribution among the various services. Public 
welfare expenditures were nearly trebled, reflecting 
a new attitude concerning the appropriate func- 
tions of government resulting from the impact 


of the War and the changing economy on social 
conditions. There were new services such as 
mothers’ allowances and child welfare; there were 
enhanced expenditures on mental hospitals, a joint 
Dominion-provincial compaign against venereal 
disease, and, by 1921, a new and ominous item 
arising out of the brief but severe post-War depres- 
sion, direct relief for the unemployed. Current 
expenditure on education was also higher. Here, as 
in public health, the Dominion Government had 
stepped in to inspire and direct new provincial 
schemes by the use of conditional grants. By 1921 
these extended to employment service, the control 
of venereal disease, technical and agricultural 
education, and highways. Contributory payments 
were also being made by the Dominion to meet 
unemployment relief. 

The expansion in these branches made relative, 
and in some cases absolute, reductions necessary 
elsewhere. The outlays on general government, 
justice and legislation declined in the eight years 
when allowance is made for the rise in wages, prices 
and population. Public domain, agriculture and 
transportation had to wait their turn until revenues 
again became more buoyant, as they did in most 
provinces early in the twenties. 
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TABLE 24.—GOVERNMENT REVENUES, CurRENT Account, 1913 AND 1921 


(Thousands of Dollars ) 


Municipal 
1913 1921 


RederaliSubpsidtesstacrce ircete ok eon rcs. —- = 


Taxes— 
Customs smporty Duties ec ee oleae: —— 
HXciseLMULIESt Esme ice ne mr era ie cin dante 


SOYDOFAUFON LAXCS. SR eRe e chaite ae Mules 
Successiom a uaties ery ah Ae re ee any 
Income*laxes on) Persons: 56. ck ees 38 73 


Real!Property Waxesdt i ts. See ee tiles 90,314 189 , 656 
ATMUSCMEMbELAXCS ihre WeN le acumen cishi nus dius uN — — 
RUGCNEE ACR er eee ce ey ee ee fee ere, BIN 6,517 17,956 
Sub-Total—Taxes............... 96,869 | 207,685 
Motor Vehicles, Automobile licences, ete... . — a 
All Other RB aN Permits and Ae Fines 
and Penalties. . 5 5,004 8,010 


PupieMIOnAIne s,s ce yas SOL hake. — — 
BTOMOR OBE Ob sls 5 S94 2.4 1 Ha) sib 4. Syetedensls wis 0, 9. — — 


Sale of Commodities and Services........... 305 1,155 


Provincial Dominion Total® 
1913 1921 1913 1921 1913 1921 
12,851 11,865 — — ae — 
a — 104,691 105 ,687 104,691 105 , 687 
nav —— 21,452 36,755 21,452 36,755 
— — — 6,639 — 6, 639 
— — — 61,273 — 61,273 
3,490 11,162 — 64,008 3,490 75,170 
3,611 9,724 — — 3,611 9,724 
119 485 — 39,821 isy/ 40,379 
1.753 9,720 — — 92 , 067 199 ,376 
— 3,032 — — — 30382 
347 1,199 1,335 6,140 8,199 25,295 
9,320 BD ,o22 127,478 320, 323 233 , 667 568 , 330 
470 8,381 — — 470 8,381 
6,678 8,360 1,516 2,860 13,198 19,230 
11,046 14,786 3,420 3,542 14, 466 18,328 
2,248 7,856 — — 2,248 7,856 
815 TA7 LoS 2,358 2,633 4,260 
1,507 3,083 13276 3,425 10,089 18,679 
44,935 90, 400 135, 203 332 , 508 276,771 640 , 064 


109,875 | 230,387 


(s) Inter-governmental receipts eliminated. 


The growth in population and the rising prices 
and wages which added substantially to the total 
money cost of government did not, however, pro- 
duce an equivalent increase in the receipts from 
the existing revenue sources and tax rates. But 
new and additional revenues were readily found. 
Owing largely to the rise in land values in the 
medium-sized industrial cities of Eastern Canada, 
the municipalities were able to double their aggre- 
gate income from real property taxes with relative 
ease. In the case of the provinces, a number of the 
factors which were adding to their burdens also 
extended their sources of revenue. The growing 
concentration of control in industry and finance 
and the large profits made by individuals and cor- 
- porations out of the War-time prosperity, enlarged 
the pools of wealth which could be tapped by cor- 
poration taxes and eventually by succession duties. 
Total receipts of provincial governments from these 
taxes rose from $7 million to $21 million during the 
period. As before, however, some provinces had 
a much greater access to these sources than others; 
Quebec, Ontario and British Columbia received 
more than three-quarters of the total. The grow- 


ing motor traffic which was forcing the provinces 
into large expenditures on highways also opened 
up new sources of revenue. Motor licences, which 
provided a paltry sum in 1913, were yielding more 
than $8 million by 1921. In the Prairie Provinces, 
where high prices for wheat and other agricultural 
products inflated land values, the provincial gov- 
ernments levied taxes on real property which in 
1921 brought in over $7 million. Quebec and 
British Columbia, which by the end of this period 
had abandoned the War-time experiment of pro- 
hibition and made the sale of liquor a government 
monopoly, were already collecting substantial 
amounts from liquor control. 

The federal subsidies, which remained unchanged 
throughout this period, had by 1921 fallen in rela- 
tive importance to only 13 per cent of total pro- 
vincial revenues. New and increased government 
responsibilities, and technical and social changes 
had, by the end of the War, advanced the public 
finances of the provinces a long distance from the 
simple dependence upon licences and fees, public: 
domain and federal subsidies, 
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Basic Effects of the War on the Canadian Econ- 
omy—large increase in export production, and 
development toward financial and industrial 
maturity 


Canada’s part in the War had cost her great 
sacrifices in men and money. However, the very 
necessities and demands of the conflict had re- 
vealed, and speedily developed, a wealth of re- 
sources and capacities which, notwithstanding the 
enormous waste of the struggle, brought very sub- 
stantial and permanent gains to the economy.17 
In 1914 the country was confronted with a painful 
adjustment from a prosperity dependent upon 
capital imports and a construction boom to a large 
expansion in export production. The requirements 
and circumstances of the War made the transition 
easy and rapid. The resources and men threatened 
with prolonged unemployment were quickly drawn 
into industry. The productive capacity of the 
country was greatly increased. 

The expansion in its main features took place 
within the pattern laid down by the national eco- 
nomic policies during 1896-19138. The develop- 
ment of an integrated transcontinental economy 
was continued on the basis of a predominantly 
exporting region in the West and an industrialized 
East dependent upon the home market. In the 
Prairie Provinces the acreage in field crops in- 
creased 84 per cent between 1914 and 1920. Dur- 
ing these years the population of this area rose 
19 per cent compared with 9 per cent for the coun- 
try as a whole. Canada’s main economic contact 
with the outside world, its principal stimulus to 
expansion, grew greatly in importance. This pro- 
gress of Western agriculture, however, was not 
achieved without the creation of problems. In the 
later years of the period crop yields were poor and 
as prices were relatively high the incentives to 
expand were great. Much of the increase required 
in equipment, land and buildings was obtained at 
high prices by means of borrowed money. Con- 
siderable land which was later to prove sub- 
marginal was brought under the plough. The debts 
were to become difficult to carry and the sub- 
marginal farms unprofitable when prices fell. 

While the Prairie Provinces retained their posi- 
tion as the dominant exporting region, there were 
important developments in other areas based upon 
foreign markets. The War gave a considerable 
impetus to the production of non-ferrous metals. 
Improved processes were developed for the treat- 
ment of ores and their conversion into refined 


7Tt is not suggested that a greater gain might not have been 
made had Canada not been engaged in the War. 


products. The production of pulp and paper be- 
came a major industry. (The output of pulpwood 
nearly doubled and the value of the exports of 
pulp and paper increased five-fold.) | Hydro- 
electric power played a significant role in these 
developments. Capital invested in central electric 
stations rose 80 per cent. The natural resources of 
northern Ontario and Quebec and British Col- 
umbia gave rise to important new export areas 
which found their outlets chiefly in the United 
States. The simple East-West structure of the 
Canadian economy was becoming complicated by 
new economic frontiers and new external relations. 


The influences of the War enhanced the position 
of Central Canada as the source of manufactured 
goods, and commercial and financial services for 
the exporting regions in the other parts of the coun- 
try. The decline in exports from Europe and the 
high cost of shipping enabled Canadian manufac- 
turers to obtain a larger share of the home market. 
Although the munitions orders came from overseas 
and were but a temporary factor, they had import- 
ant long-run effects. The demands imposed and 
the facilities required to meet them resulted in a 
considerable increase in technical and mechanical 
efficiency. The demand for munitions produced 
also a much needed diversification, particularly in 
the iron and steel industry which had been highly 
specialized to supply the demands of railway build- 
ing and heavy construction. This progress in 
efficiency and diversification was greatly facilitated 
(as was the case in the production of munitions) 
by the availability of skilled labour, tools, machinery 
and supplies from the United States. The Cana- 
dian manufacturing industry emerged from the War 
with a more dominant place in the domestic market, 
with an enlarged productive capacity, and with 
much improved and diversified facilities. 


The financing of the War promoted a rapid 
development of financial institutions. The sale of 
over $2,000 million of War loan bonds stimulated 
the growth of security underwriting and distribut- 
ing organizations. Experience was gained in the 
technique of mobilizing the savings of the country 
and Canadians generally became more familiar with 
the investment market and accustomed to the pur- 
chase of securities. By the end of the War the 
Canadian economy had acquired an extensive and 
quite a mature financial equipment. 


The growth of manufacturing and finance accen- 
tuated the concentration of national secondary and 
service industries in Central Canada. Between 1911 
and 1921, the urban population of Ontario and 
Quebec rose from 50 per cent to 57 per cent of the 


total population of these provinces. During the 
same period, the population of the metropolitan 
areas of Montreal and Toronto grew by 38 per cent 
compared with 22 per cent for the country as a 
whole. The integration between the various parts 
of the transcontinental economy was increased and 
the dependence of the St. Lawrence-Great Lakes 
area upon the other regions of the country became 
more complete. 

The War brought significant changes in Canada’s 
external economic relations. Prior to 1914 the rela- 
tions were mainly with Great Britain, which took 
slightly more than half the exports and was the 
principal source of the capital imports. In the 
post-War period the relative position of Great 
Britain, as a market for our products and as the 
source of both capital and merchandise imports, 
had declined. This change was chiefly due to the 
growing importance of the United States, whose 
share in the Canadian import and export trade rose 
from about 50 per cent to 60 per cent of the total. 
When the War made it impossible to borrow in 
London, Canadian industry, provinces and munici- 
palities turned to New York. Between 1913 and 
1921 the total United States investment in Canada 
rose from $780 million to $2,300 million while the 
total British investment fell slightly. Both with 
respect to Canadian banking and investment con- 
nections, New York surpassed London in import- 
ance. 

The development of Canada’s natural resources 
during the War had greatly increased her capacity 
for export production. On the other hand, the 
higher price level made it easier to carry the exter- 
nal debts contracted at pre-War prices and interest 
rates. While the country’s economic position with 
respect to the outside world was improved, the 
economy remained highly sensitive to external 
fluctuations. The ebb and flow of prosperity was 
more than ever dependent upon the factors which 
affected foreign trade and capital movement. 


3. THE War, PoLiricaL AND SociaL CHANGES 


Weakening of Old Political Parties—political 
revolt of farm and labour groups; reaction 
against inequalities in War sacrifices and 
profiteering 


The War had a profoundly unsettling effect upon 
the whole western world which was only less marked 
in North America than in. Europe. The War up- 
set the habitual routine of people, replaced their 
normal pre-occupations with exciting distractions 
and altered the customary relationships between 
different groups within the community. Canada 
participated vigorously in the struggle and was 
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exposed to most of its disturbing influences. The 
opposition of farmer and labour elements to con- 
scription was symptomatic of deeper discontent. 
This discontent spread through the farmer and 
labour groups during the later days of the War and, 
on the cessation of hostilities in Europe, it broke 
into open political revolt in Ontario and the Prairie 
Provinces, resulting in the temporary disintegration 
of the federal political parties in these provinces. 


The federal political parties had been based upon 
the common acceptance, with varying interpre- 
tations and emphasis, of certain general policies. 
The alliance of powerful groups of agriculture and 
labour in the progressive movement was based on 
the view that the old line parties had become 
organizations to further class interests prejudicial 
to the general public interest. It involved reliance 
upon class political organizations as a means of 
redressing the balance in their favour. The denial 
that the national policies of the two old parties 
furthered common national interests was a new 
political doctrine. The two federal parties had 
tried to unite elements from both races and all 
classes around particular interpretations of the 
national interest. The new movement assumed 
the contradictory and opposed character of group 
interests and saw federal politics as an arena where 
these antagonistic forces struggled for mastery. 

There were a number of reasons why this expla- 
nation of the nature of the political process made 
such a wide appeal at the close of the War. In 
part, it followed from the diversification of the 
economy which had made such rapid ‘progress 
since the beginning of the century. This devel- 
opment had increased the number of economic 
interests and had sharpened contrasts in the rela- 
tive position of different groups. Differences in 
relative position were extended, and contrasts were - 
emphasized, by the War. Canada’s participation 
in it brought rewards as well as sacrifices, and both 
were unequally distributed among the population. 
Inflation held down the real income of large sec- 
tions of the labouring and white-collar groups. 
Although agriculture had prospered where crops 
were good, there were large areas in the West 
where crops were poor, or had failed, in the later 
years of the War period. 

There was no general or steep reduction in the 
standard of living during the War and the position 
of some labour and agricultural groups improved. 
However, prosperity and good fortune are always, 
to a great extent, relative. Psychological factors 
played a large part in the revolt. There was general 
alarm and resentment, as well as actual suffering, 
over the steep and continuous rise in prices. There 
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was widespread evidence of large profits having 
been reaped from War prosperity. Popular belief 
magnified both the size of these profits and the 
number of people who had shared in them. The 
profiteer was seized upon as the cause rather than 
the effect of rising prices, and fierce indignation 
was levelled at those who conspired to profit from 
human suffering and misery. The inequality of 
rewards and sacrifices was real and _ striking. 
Popular indignation at these inequities and mis- 
understanding of the causes behind them made the 
inequalities seem ever greater and more sinister 
than they really were. 


The Growth of Organized Labour 


Labour organization made great strides during 
the War. Trade union membership increased from 
166,000 in 1914 to 374,000 in 1919. Labour was 
the most directly affected by the rise in the cost 
of living. The Trades and Labour Congress, after 
protesting against conscription, finally acquiesced 
in its imposition. But during 1918 the impatience 
of the Western wing of the labour movement with 
the conciliatory tactics of the Eastern section of 
the movement became very marked. The Western 
labour leaders, in particular, were indignant over 
the banning of radical literature by the Dominion 
Government, and there was considerable resent- 
ment over Canada’s participation in the “capitalist 
intervention” in Russia. Having failed to win 
the Trades and Labour Congress from craft 
organization to industrial unions at the convention 
of 1918, the more radical of the Western leaders 
launched the One Big Union early in 1919 as an 
industrial union for direct action in the industrial 
field. 

Although the One Big Union had contemplated 
a general strike, to begin June lst, it was not 
officially connected as an organization with the 
sympathetic general strike which broke out in 
Winnipeg in May. This struggle raised passions 
everywhere and stirred the sympathies of labour 
organizations in other parts of the country. It 
was followed by a number of strikes elsewhere and 
seemed to threaten a general crisis in Canadian 
industry. Then the Federal Government inter- 
vened, arresting a number of the leaders. It sought 
to crush this kind of protest through amendments 
to the Immigration Act and the Criminal Code. 
Its action enabled the strike leaders to say that 
they had been defeated by the Government, and 
lent impressive weight to the argument that 
independent political action was necessary to 
protect the interests of labour. The incident gave 
impetus to the farmer-labour movement. 


The Rise in the Political Power of Organized 
Agriculture—the election of farmers’ govern- 
ments in Ontario and Alberta and the rise of 
the Progressive Party. 


Farmers’ organizations also grew rapidly during 
the War. The United Farmers of Ontario, first 
organized in 1914, had secured a membership of 
48,000 by 1919. Farmers’ organizations on the 
Prairies had enrolled 75,000 members by that year. 
Their co-operative commercial enterprises had met 
with success, and the Canadian Council of Agri- 
culture opened permanent offices in Winnipeg in 
1916 from which it began to press vigorously the 
point of view of the farmers in national affairs. 
It constructed the so-called “Farmers’ Platform” 
in 1916 and, in November, 1918, an amended form 
of it was published under the significant title of 
“The New National Policy”. The political revolt 
was a direct challenge to the older national policies. 

The manner in which the Federal Government 
dealt with the deputation of farmers who protested 
against the cancellation of exemptions from 
military service helped to precipitate the United 
Farmers of Ontario into politics. In June, 1918, 
a convention was held in Toronto for the purpose 
of ventilating grievances. Speakers demanded 
independent political action, and a proposal for an 
official journal for the movement later resulted in 
the purchase of the Weekly Sun. In October, 1918, 
a farmers’ candidate won a provincial by-election 
in Manitoulin Island. A spontaneous movement 
for political action began among the local farmers’ 
clubs. The leaders of the United Farmers of 
Ontario gave the movement direction and in the 
autumn of 1919, a farmers’ government gained 
power in Ontario. 

Farmers’ candidates began to score successes in 
federal by-elections and, in January, 1920, the 
National Progressive Party was formed for con- 
certed action in the federal field. Fourteen farmer 
candidates were elected in the Manitoba elections 
of that year. In 1921, the United Farmers of 
Alberta won an overwhelming victory in the 
provicial elections. In December of that year, the 
Union Government was defeated disastrously and 
sixty-five Progressives were returned to the House 
of Commons. 

The Progressive movement, led by the farmers’ 
organizations and strengthened by support from 
labour, was in the scale it assumed an entirely 
new phenomenon in Canadian politics although in 
pre-War years there had been periodic manifesta- 
tions of desire for independent action. It was 
remarkably successful in the three years imme- 
diately following the War. Previously, movements 


of protest from agricultural groups had generally 
tried to secure expression by supporting and 
exerting influence upon the Liberal Party. At this 
time, however, the Liberal Party was completely 
disorganized in the Federal field and considerably 
weakened in several provinces by the support given 
by some provincial leaders to the Union Govern- 
ment. But in a great measure, the prevailing 
discontent could not have found expression through 
the Liberal Party because it was directed against 
the political system of which the Liberal Party was 
an intimate part. It was a direct reflection of the 
corrosive social effects of the War. 


Summary, 1914-21 


The permanent effects of the War upon Canada 
have not yet been fully realized but some of them, 
at any rate, have become obvious. It stimulated the 
economy in various ways. Economic and financial 
inter-relationships with the United States were 
multiplied. The necessity of financing the War 
effort at home brought a quick development of 
financial machinery, giving the system a maturity 
it had hitherto lacked. The insatiable demand for 
supplies advanced the economy rapidly along the 
main lines projected by the wheat boom. With the 
rise of new exporting regions and industries and 
the expansion of wheat growing on the Prairies, 
the dependence on export markets was greatly 
deepened. Domestic industry committed itself still 
further to supplying the needs of the exporting 
groups. At the same time, the long-range effect 
of the War was to hamper international trade 
and to make the grip on foreign markets more 
precarious. The Canadian economy became still 
more vulnerable to external influences. 

While the struggle lasted, the Federal Govern- 
ment monopolized public attention. The national 
effort led to a concentration on national issues and 
finally to bitter division on the national interest. 
The cleavages on this question followed cultural, 
class and occupational lines rather than the familiar 
party division or the alignment of some provinces 
against the Dominion. The immense authority, 
born of a common aim, which the Dominion 
Government exercised during the struggle disin- 
tegrated with the return of peace. It became very 
difficult to combine the group interests, which more 
and more found expression in Federal politics, for 
the support of a vigorous policy by the Dominion. 
Thus, in the event, the partial eclipse of the prov- 
inces was short-lived. In the twenties, the prov- 
inces were to take a more important place than ever 
before while the Dominion followed a mainly 
negative policy. 
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At the beginning of the period, most of the 
varied and exciting opportunities which came with 
western expansion suddenly vanished with the 
collapse of the boom. Economic diversification 
continued and people were obliged to apply them- 
selves to highly specialized occupations. As they 
became less adaptable and less able to make sudden 
shifts in occupation, the economy lost much of the 
flexibility and capacity for automatic adjustment 
to changed conditions which had marked it in the 
days of the open frontier. Many of the material 
conditions which had already led the advanced 
industrial countries of Europe to make public 
provision for social security were emerging in 
Canada. The War accelerated this significant 
change in the economy and contributed to the 
decline of laissez-faire as a social philosophy. It 
exacted innumerable individual sacrifices for the 
community and thus suggested reciprocal obliga- 
tions of the community toward individuals. The 
common folk who bore the brunt of the struggle 
were encouraged to expect that victory would usher 
in a new era. The new era did not come, but 
instead the inequality of individual rewards and 
sacrifices which marked the prosecution of the War 
sharpened social distinctions. This combination of 
circumstances stimulated a growing concern for the 
social welfare of those who must fight the country’s 
battles. Recalling the War-time activity of govern- 
ments, many were led to hope that governments 
could organize for social welfare as they had 
organized for War. The War hastened consider- 
ably the acceptance of the philosophy of the social 
service state in Canada. 

The whole burden of the War expenditures fell 
on the Dominion at a time when it also had to pay 
the full consequences of the rash railway policies 
launched during the wheat boom, In seven years, 
the public debt of the Dominion increased seven- 
fold. The Dominion was reluctant to undertake 
new responsibilities, and this paralyzing debt 
became the financial counterpart of the political 
weakness which fell upon the Dominion. On the 
other hand, the War had been a damper on 
expenditures by provincial governments. After 
its conclusion, the provinces began without hesita- 
tion to make large expenditures to meet accumu- 
lated demands. They at once increased their 
expenditures on social welfare and, although they 
secured some federal financial assistance through 
conditional grants, the events of the first two or 
three years after the War indicated that it would 
be the provinces, and not the Dominion, which 
would meet the growing demand for social services. 


CHAPTER V 


THE POST WAR PROSPERITY 1921-30 


Impact of Economic and Social Changes on Federal 
Relations—decline in unifying influences of 
national policies and growing diversity of 
regional interests 


In the twenties, the world made a substantial, 
though temporary and superficial, recovery from 
the disruption caused by the War. In Canada, the 
era of reconstruction led to new and impressive 
expansion. The economic integration based on 
wheat reached a new peak of productivity which 
tended to obscure, for the time being, the more sig- 
nificant features of the expansion. The age of steel 
and steam within which Canadian economic devel- 
opment had hitherto taken place had to make way 
for the age of alloys, hydro-electric power and the 
internal combustion engine. The new techniques, 
the development of which had been forced by the 
War, opened up vast new Canadian resources for 
development and heavy investments were made for 
their effective exploitation. The impact of these 
developments brought rapid changes in the pattern 
of the Canadian economy. The national integration 
(achieved through wheat), which tied the country 
together by East-West bonds of trade and oppor- 
tunity was weakened as Central Canada and British 
Columbia felt the direct and competing tug of 
export demand on their regional resources. New 
economic frontiers, the exploitation of which was of 
primary interest to Ontario and Quebec, developed 
on the Pre-Cambrian Shield,—where water power, 
base metals and pulp and paper came into their 
own,—and began to usurp the place of the old 
national frontier in the West. In the successful 
development of these new frontiers, the importance 
of a national economic integration for some regions 
declined and the material basis which had bolstered 
political unity in the past was measurably weak- 
ened. 


In the past, the Dominion had been able to prose- 
cute with vigour certain national policies which 
promoted national integration because of the 
common interest of all regions in the result. As 
these national policies lost some of their unify- 
ing power, the common agreement necessary for 
resolute political action by the Dominion became 
more difficult to secure. Still more important, with 


the opening of the West finally and fully accom- 
plished, it seemed that many of the national 
economic policies had been carried to completion. 
No obvious and pressing challenge to action pre- 
sented itself in the federal sphere in this period. 
To many it seemed that the time had come when 
the Federal Government might rest from its arduous 
labours and muse over how it had justified the faith 
of the Fathers. For other reasons, the Dominion 
was much disposed to rest. The War had strained 
the federal political system and set various groups 
at odds over the national policies. The national 
debt had been increased several-fold. In seeking 
to reduce its old obligations and to avoid new ones, 
the Dominion yielded the initiative to the provinces. 

By contrast, the provinces, which had suffered 
enforced restrictions on their activities during the 
War, were not unwilling to undertake leadership on 
their own account. The natural resources which the 
new techniques opened up for exploitation were 
under their control and this gave the provincial 
governments an enhanced importance in the eyes of 
private enterprise. 

Several factors combined to give a new political 
importance to the provinces. Highway construc- 
tion and developmental projects on the provincial 
frontiers began to take the place which railway 
construction and national projects of development 
had occupied in the past. In the jobs and contracts 
which were thus at the disposal of the provincial 
governments, there were substantial increments of 
political power. Moreover, in the twenties, the 
social and political implications of the change from 
a simple rural and village economy to a highly 
specialized, predominantly industrial economy could 
no longer be ignored. The mischances which befall 
individuals in such a society could no longer be 
cushioned by the family and voluntary charity. 
The constitution threw the responsibility for public 
welfare on the provinces (and municipalities) and 
within the limits of their resources they tried to 
meet it. These activities brought the provincial 
governments into a closer relationship with the 
people. In their intimate contact with the move- 
ments and tendencies of the time, the provincial 
governments added greatly to their economic and 


social importance and thus to their political power 
and prestige. Those which could carry their obliga- 
tions manifested a new independence of the Federal 
Government and those which could not became 
more importunate as they focused on the Federal 
Government regional protest against the operation 
of the national policies. In the endeavour to meet 
their growing obligations or to take full advantage 
of rising economic opportunities, provincial demands 
of various kinds were made on the Dominion, and 
the Federal Government, unable to deflect these 
demands by a vigorous policy of its own, made 
important concessions to the provinces. The rise of 
regionalism gave an altered direction to Dominion- 
provincial relations. 

Regionalism reflected differences in interests and 
opportunities which had become quite pronounced 
in different parts of Canada. The various regions 
had always differed in resources and geographical 
advantages. These promoted economic specializa- 
tion and made for disparities in the fortunes of 
separate areas. The national policies, which had 
both hastened and deepened specialization, played 
continuously on the regional disparities, sometimes 
counteracting, but often exaggerating, them. With 
so large a dependence on exports, fluctuations and 
shifts in international trade capriciously moulded 
regional fortunes. A long lag in recovery from the 
post-War slump revealed serious weakness in the 
Maritimes which was met, in some measure, by an 
increase in federal subsidies. The decline in export 
values in the early twenties, and again at the end 
of the period, made clear the overwhelming depend- 
ence of the whole structure of Prairie government 
finance on wheat. On the other hand, Central 
Canada forged ahead rapidly without interruption 
throughout the period. At the same time, the in- 
creasing need and demand for certain minimum 
public services bore little relation to the capacity 
of the governments in a region to supply them. 
The great disparities in the strength of the regional 
economies were temporarily obscured by the surge 
of prosperity which carried provincial and muni- 
cipal expenditures and obligations to new heights 
in the later twenties. At the same time, the very 
factors which brought prosperity made the economy 
more vulnerable than ever before to economic fluc- 
tuations. With the coming of depression at the end 
of the period, these new conditions were fully ex- 
posed to view and some of their implications became 
inescapable. Federal action became necessary to 
maintain a tolerable equilibrium between the re- 
gions in the federation. 
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1. PROSPERITY AND THE CHANGING STRUCTURE OF 
THE ECONOMY 


World Influences—short post-War depression; re- 
construciton and revival of international trade 
and wmvestment bring renewed expansion to 
Canada. 


At the end of the Great War Canada found 
herself in an economic world which was utterly 
disrupted. International trade was hampered by a 
maze of national restrictions and controls. The 
international exchanges were in a state of desperate 
confusion and instability. Important industries, 
particularly shipping, coal mining, iron and steel, 
and heavy engineering had expanded beyond peace- 
time requirements. Large masses of Europe’s 
population suffered from grave shortages of food- 
stuffs and raw materials. The staggering load of 
internal and external debts, and the heavy expendi- 
tures on social services and rehabilitation, forced 
a continuance of unbalanced budgets which, in 
many cases, resulted in uncontrolled inflation. The 
intricate mechanism of money and exchange which 
was the basis of the world’s economic life seemed 
broken almost beyond repair. The passions of the 
conflict, deep underlying grievances, and revolu- 
tionary tendencies enhanced the difficulties of 
reconstruction. 
| In 1920 these far-reaching dislocations brought 
jabout a collapse of the short post-War boom. The 
liquidation of the world-wide inflation of credit 
had an immediate effect upon Canada through the 
ij steep decline in export prices and demand. 


TABLE 25.—INDICES OF PRICES AND Exports?) 


All Manu- Vol- 
— Whole-|Export| Farm | Wheat|factur-| Cost | Value | ume 
sale | Prices| Pro- | Prices} ed of | of Ex-| of Ex- 


Prices ducts er Living] ports | ports 
O20 Nes . oti: 100 109 100 100 100 100 100 100 
LOZUR A 71 74 64 66 74 88 64 87 
1922 62 60 55 49 64 81 71 118 
EYP As 63 59 51 43 66, )\. . Sl 80 136 


(2) Dominion Bureau of Statistics price indices. 


The movement of prices had drastic effects upon 
the Canadian economy, not so much because of the 
extent of the fall (although it was one of the most 
severe ever experienced following an almost equally 
abrupt rise) but because of the great disparities 
which developed. Selling prices (wholesale prices) 
fell more rapidly than costs (cost of living, wages, 
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freight rates, interest rates, etc.). Agricultural 
prices, particularly that of wheat, fell far out of line 
with the prices of manufactured goods and the cost 
of living. During the rapid expansion of the War 
years, Prairie farmers had incurred heavy debts, 
purchased much machinery, equipment and land at 
the high War prices.1 When the value of wheat 
fell by more than 50 per cent, it became virtually 
impossible to carry these overhead costs and com- 
mitments. The situation was further aggravated 
by the United States.tariff increases of 1921 and 
1922 which sharply restricted the substantial ex- 
ports of livestock and livestock products to the 
United States. 


The decline in the purchasing power of Western 
agriculture, combined with rigid costs, brought a 
sharp curtailment of demand for manufactures from 
Central Canada. Considerable unemployment 
emerged in industrial centres. In Nova Scotia, 
where the high level of activity was heavily de- 
pendent upon War requirements, the contraction 
was particularly severe. At the bottom of the 
slump the national real income had fallen 14 per 
cent. During 1921-23 the far-reaching effects of 
unfavourable foreign influences on the Canadian 
economy were fully revealed.2 

The post-War depression, however, was short- 
lived. By 1923, notwithstanding the many serious 
dislocations inherited from the War which had not 
been overcome, world economic activity had re- 
sumed its upward course. Between 1920 and 1926 
there was a general and concerted effort to restore 
the conditions of international exchange as they 
had existed prior to 1914. Currencies were stabi- 
lized on gold, many of the more onerous restric- 
tions on international trade were removed, and in- 
ternational lending was resumed. The reconstruc- 
tion of devastated areas was quickly accomplished 
and financially weak countries were bolstered up 
with international loans. These efforts achieved only 
‘a superficial restoration of pre-War trade conditions 
without bringing a solution to fundamental prob- 
lems, but they permitted the forces of economic 


1For example, the settlement of returned soldiers on the 
land was undertaken at a time of peak prices. 


2The extent of the depression in Canada is indicated by the 
14 per cent drop (1920 to 1921) in the national real income, the 
ll per cent drop in the physical volume of business, the 13 per 
cent drop in the volume of exports, the 30 per cent drop in the 
gross value of agricultural production and the increase from 4:9 
per cent to 12-7 per cent in the percentage of trade union unem- 
ployment. The foreign exchange value of the Canadian dollar 
during 1921-24 when it moved at an appreciable discount below 
United States funds and at a premium over sterling—added to 
the burden of debt charges paid in the United States and put 
increased pressure on exporters to the United Kingdom. although 
giving some advantage to domestic producers, and exporters com- 
peting with United States interests. 


' expansion to become effective. 


_ welfare. 


The requirements 
of war had greatly increased productive capacities, 
particularly in new countries, and stimulated the de- 
velopment of industrial techniques. With the re- 
establishment of orderly international relations, 
the new facilities brought an increase in material 
By 1925, world production of primary 
commodities had risen 17 per cent over the 1913 
level and the volume of world trade had risen 5 
per cent. Canada was quickly affected by the rising 
tempo of world economic activity. 


TABLE 26.—PrRIcE CHANGES 


1913 = 100 
Per cent Per cent 
Change Change 
— 1922 | 1926 | 1926 | 1929; 1929 
from from 
1922 1926 
Canadian Selling Prices— % % 
All: Export *Pricess22 ie 2 40k. 152 | 156] + 3 149; — 4 
Wheat scl jst ee eb 0 ab 140 170 + 21 152 — 10 
Newsprint-A0ye. nee, ee see 190 176 — 8 149 — 15 
Lumber and Timber............. 160 | 148 — 7 1544} + 4 
Non-ferrous metals............... 99 102 + 3 101 — 1 
Canadian Costs— 
AllsimportiPricestaen eee nes cee KORN GR y/ _ 129 — 6 
Manufactured Goods Prices...... 155 | 154 _ 144 - 7 
Iron and Steel Products.......... 152 | 145 — 4 136] — 6 
Railway Freight Rates........... 152 | 148 —- 3 146}; -— 1 
Tramp Shipping Freights ® ...... 130 | 117} —10 97 | —18 
Interest Rates © .................] 125 | 111 — 11 113 | + 2 


&) Heonomist Index. 
(b) Yield of Province of Ontario Bonds. 


After 1923 the prices of the leading Canadian 
exports became increasingly favourable in rela- 
tion to costs.3 These circumstances, together with 
improved wheat yields, brought a rise of 43 per 
cent in the value of Canadian exports between 1922 
and 1926. 

The rising export values which provided the 
basis for the growing prosperity in Canada in the 
twenties were due to a number of far-reaching 
changes which were affecting the Canadian econ- 
omy during this period. The shortage of food- 
stuffs in Europe, the application of new techniques 
to virgin resources for whose products there was a 
rising world demand, the low cost of ocean trans- 
portation resulting from the excess capacity in 
shipping, and the opening of the Panama Canal, 
launched a new era of expansion in Canada. 


8 By 1926 the average of the prices of all exports of wheat, 
newsprint, and lumber were 56, 70, 76 and 48 per cent respec- 
tively, above those of 1913, compared with increases of 37, 54, 
45 and 48 per cent respectively, in the prices of all imports, 
manufactures, iron and steel and railway freight rates. 


Continued Rise in Wheat Exports—increasing de- 
pendence of Prairie agriculture on temporary 
markets 


Canadian wheat production had expanded rapidly 
in response to the new European demands created 
by the War. These demands were not imme- 
diately abated with the renewal of peace. The 
devastation and dislocations caused by the struggle, 
agrarian reforms and the Russian revolution pre- 
vented the immediate attainment of the pre-War 
levels of production. The overseas exporting 
countries, particularly Canada, were called upon 
to supply the deficiency. 


TABLE 27.—WorLD (ExcLupDING CHINA) WHEAT 
PRODUCTION 
(Millions of Bushels ) 


25 Argentina 
Annual | European] Russia |Canada| United and All | Total 
Averages |Countries States | Australia |Other 


1909-13... 1,355 757 112 682 238 | 665 3,809 
1922-25... 1,197 521 383 779 335 | 614 3,829 
1926-29... 1,340 797 440 861 397 | 649 4,484 


For a few years after the War, European tariff 
restrictions against the imports of wheat were con- 
siderably lower than they were prior to 1914. This 
liberal policy arising out of the condition of scar- 
city, and the foreign exchange made available 
by United States lending, created an expanding 
market for wheat, of which Canada obtained a 
growing share, at profitable prices. During 1922-26 
Canada supplied 38 per cent of the world’s wheat 
exports, compared with 12 per cent during 1909-14. 


TABLE 28.—NetT Exports AND IMPpoRTS OF WHEAT 
AND FLouR 
(Millions of Bushels ) 


Net Exports Net Imports 
Averages ee 

Crop Years Six; Tytl France, Other 
World | European} Russia |Canada| Italy and | European 


Total | Exporters ermany| Importers 


Seite erete ss 114 164 86 164 381 
1922-23 to 1925- 
Are overt steals ie 34 9 286 186 394 
1926-27 to 1929- 
ale, al Bol 44 14 304 203 441 


After 1925 however, the favourable circum- 
stances in the export wheat market began to dis- 
appear; 1925 was the first year in which European 
production exceeded the pre-War levels. It was 
the year in which Germany regained her freedom 
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to impose customs duties and thereupon re-enacted 
high tariffs on foodstuffs. In 1925 Italy began the 
“battle of the grain” and Austria and Czechoslo- 
vakia imposed sliding scale duties on imported 
wheat. Between 1925 and 1929 the increasing 
European protection against foodstuffs arising out 
of the desire for self-sufficiency and the growing 
industrialism of new countries, together with the 
continued expansion of European production which 
was, at least in part, a “spontaneous recovery” from 
the effects of the War, greatly weakened the inter- 
national wheat situation. For some time, how- 
ever, the effects of these basic changes were ob- 
scured. The failure of Russia to re-enter the ex- 
port market on any substantial scale, large United 
States loans to Europe, speculative holding of sur- 
plus stocks, and the high rate of business activity 
enabled overseas exporters to ship an increasing 
volume of wheat until the end of the boom in 
1929. Wheat prices remained at profitable levels 
although they had been sagging since 1925. With 
the satisfactory prices and high yields of 1926-28 
Prairie agriculture was prosperous and resumed 
a rapid rate of expansion. Thus there were serious 
underlying weaknesses at a time when Canada 
became even more deeply committed to the profit- 
able sale of wheat which continued to make up 
nearly a third of her total exports. 


The Investment Boom—large investment in trans- 
portation facilities and development of north- 
ern resources; effects of hydro-electric power, 
improved mining techniques and the gasoline 
engine 


While the expanding market for wheat was a 
major factor in the economic growth of Canada 
during the twenties, other forces were perhaps 
more important. Prior to 1914 the basic elements 
of industrialism were steam power, coal and iron. 
The War and post-War development of hydro- 
electric power, the gasoline engine, and the use 
of new industrial metals shifted the balance of 
industrial advantage. These technological changes 
were of immense significance to Canada, first, be- 
cause they brought into economical exploitation 
large virgin resources, and second, because they 
decreased the handicaps suffered under the old 
techniques. The resources of British Columbia 
and of the northern areas of Ontario and Quebec 
became the basis of large staple industries. In 
addition to the agricultural frontier on the prairies, 
Canada acquired new frontiers on the Pre-Cam- 
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brian Shield.4 The exports of pulp and paper and 
non-ferrous metals rose to 30 per cent of total 
exports in 1929 compared with 19 per cent in 1920. 

The expansionary effect of these rapidly growing 
industries, however, was due not so much to the 
new export incomes which they created, as to the 
heavy capital expenditures which accompanied 
their development. 


TABLE 29.—CaprraL INVESTMENT 


(Millions of Dollars) 
‘| Net New 
~~ Total to | Total to | Investment 
1920 1930 during 
1929-30 
Primary Industry— 
Agriculture—buildings, implements 
ANC ATVEBLOCK seul cans. udale eels 2,884) 2,817: — 67 
Minin aie ele eile ahah adieu. 560%) 887 + 327 
Pulpiand) Paper ates eee eee 348 704. + 356 
Dawrailla? Aya We weer deo taleitestans eue 200 181 — 19 
BIND COM easy We tania sian 50 64 + 14 
Sub-Total cus viet de cor 4,042 4,653 + 611 
Manufacturing. sas) sae Garkh etait aie a 2,188 2,868 + 680 
Central Electric Stations.............. 448 1,138 + 690 
Transportation and Communication— 
Steam Railways ®.................- 2,650} 3,330 + 680 
Canals and River Improvements “®),. 168») 280 + 112 
Harbours, Harbour Improvements, 
Docks and Terminals—Dominion 
Expenditure and Guarantees “).... 107 231 + 124 
Electric Railways..................- 170 224 + 654 
Melephomoat  eseclWuewC aG Mae lsiats 145 319 + 174 
Highways—Provinces “)............ 118) 387 + 269 
Highways and Streets— 
Municipalities “).................6. 240%) 350 + 110 
Sub=Votalisepwesn wach ca 3,598 5,121 +1, 523 
Public Buildings and Municipal 
Works OUi a UCC Arne ie ine 522») 801 + 279 
GRAIN TEOMA Te cc iee ue veeeriecs 10,798 14,581 +3,783 
Residential Building ‘)................ — — +1, 062 


‘s) Excludes ore reserves or other unmined material. Includes non- 
ferrous metal smelting and refining. 
1921. 


©) Includes fish canning and curing establishments. 

) Capital invested in Road and Equipment. 

©) Estimated. 

() Public Accounts Inquiry, Royal Commission on Dominion-Pro- 
vincial Relations. 

e) Construction Contracts awarded, MacLean Building Reports, Ltd. 


In Canada, as elsewhere, the rising economic 
activity of the twenties was dependent upon a high 
rate of investment. The expansion of Western agri- 
culture and the growth of the new staple industries 
on the new northern frontiers required a heavy 
expenditure on fixed equipment. The northward 
extension of wheat growing on the prairies required 


*Between 1920 and 1929, the developed water power in 
Canada rose from 2.5 million horse power to 5.7 million horse 
power, the gross value of production of pulp and paper (which 
was closely dependent upon electric power) rose from $151 million 
(1921) to $244 million and the value of production of non-ferrous 
metals rose from $76 million to $154 million. 


a substantial increase in costly transportation facili- 
ties. New branch lines were built, main lines 
improved and canals and harbours enlarged in 
accordance with the national policy of all-Canadian 
transportation. In response to the new demands, 
the requirements of national policies and the 
optimistic outlook on the future, the railways 
engaged in unwise competition and invested during 
1920-29 nearly $700 million in road and equipment 
and a further $150 million in hotels, telegraphs, 
and steamships. During the same period the 
Dominion spent $236 million on waterways and 
harbours. 

The improved technical facilities and new 
demands, which opened up the natural wealth of 
the Pre-Cambrian Shield, involved a particularly 
heavy investment of capital. The large fixed equip- 
ment represented by central electric stations, pulp 
and paper factories, smelters and metal refineries 
was the major factor in the exploitation of these 
resources. The expenditure of nearly $1,400 mil- 
lion on the construction of such equipment during 
the decade of the twenties contributed greatly to 
the prosperity of the period. 

Another technical innovation which called forth 
large capital outlays in the post-War years was the 
automobile. It gave rise to new automobile fac- 
tories, petroleum refineries, service stations, repair 
shops and, what was most important, a greatly 
extended and improved system of highways and 
streets. The last two items alone involved an 
investment of some $380 million during this period. 

The heavy capital expenditures involved in the 
development of the primary industries and trans- 
portation stimulated investment in manufacturing, 
in distribution facilities, in community equipment 
and housing. During 1920-30 the amount invested 
in all forms of capital goods reached a total of at 
least $6 billion. Near the end of the period, the 
amount of construction far exceeded the levels 
attained at the height of the pre-War boom. The 
amount of foreign capital which came in during the 
twenties was, however, much smaller than that 
which was associated with the expansion prior to 
1914. Between 1920 and 1924 capital imports were 
substantial but in 1925, 1927, and 1928 there were 
net capital exports. During the decade net long- 
term capital imports were between $800 million and 
$900 million, of which about two-thirds came from 
the United States. The investment boom of the 
twenties was very largely financed out of Canadian 
savings. 
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The increase in export incomes resulting from the 
expansion of Western agriculture and the exploita- 
tion of hitherto unused resources by the application 
of improved techniques, together with the heavy 
capital expenditures which arose out of these devel- 
opments, brought rising prosperity and a very sub- 
stantial improvement in material welfare. The 
average per capita real income rose by fully one- 
third during the decade. 


TABLE 30.—INDICES OF CANADIAN Economic PROGRESS, 


1920-29 
1920 = 100 
: Efficiency 
Real parte Volume | of Pro- Index 
-— Popu- esiones a of Fe in ee Real 
lation ncome ° xports anu- ages 
Business factiring 
(a) (b) (0) (a) (e) (f) 
1920..... 100 100 100 100 100 100 
1922).....; 104 100 106 118 130 115 
1926...... 110 125 133 161 142 114 
1928-29 
average 116 148 162 172 146 120 


(s) Estimates of the population by the Dominion Bureau of Statistics. 

(b) Computed from estimates of the national income by the Dominion 
Bureau of Statistics for 1920-26 and from the Bank of Nova Scotia estimates 
for 1926-29. The index of the real national income was computed by 
dividing the indices of the national money income by the Dominion 
Bureau of Statistics index of the cost of living. 

ce) Dominion Bureau of Statistics Index. . 

@ Index of the value of exports divided by the Dominion Bureau of 
Statistics index of export prices. 

() Volume of manufacturing production per employee, Canada Year 
Book, 1934-35, p. 490. 

() Dominion Department of Labour index of wages divided by the 
Dominion Bureau of Statistics index of cost of living. 


Maritime Provinces—foreign markets and techno- 
logical changes unfavourable; prolonged post- 
War depression and federal assistance. 


The external forces and the technological changes 
of the 1920’s, while favourable to Canada as a 
whole, were adverse to the Maritime Provinces. 
During the thirty years prior to the War, the 
decline of the old techniques destroyed the pros- 
perity based upon the sailing ship and the sea, 
while the rise of coal, iron and the railway brought 
a growing dependence upon the continental interior. 
The development of the coal and steel industries 
which resulted from the “wheat boom” and the 
national policies provided alternatives to the declin- 
ing occupations. In this manner, parts of the 
Maritimes had participated in the great expansion 
of 1896-1913. The post-War expansion, however, 
which was not so much associated with railway 
building as with the rise of new sources of power 
(electricity and oil) and the newer industrial 
metals, passed them by. As in the former period, 
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the long-term trend in their foreign markets was 
downward. Under such circumstances, the depres- 
sion which set in during 1921 continued in these 
provinces long after it had been overcome and 
expansion renewed elsewhere. In this decade they 
made virtually no progress. 


TABLE 31.—THE Economic ProGREss OF THE MARITIMES, 
1920-29 


Indices 1920=100 


Population Capital Invested) Net Value of | Average per Capita 
—_ Production“ Income’? 


Maritimes|Canadaj|Maritimes|Canada|Maritimes)Canada|Maritimes}Canada 


$ $ 
1920... 100 100 100 100 100 100 — _ 
1926... 101 110 96 116 74 99 269 433 


1929... 102 117 109 138 74 107 313 470 


(s) Total capital invested in the primary industries (agriculture, mining, fishing 
and forestry), manufacturing, central electric stations, and provincia] and munici- 
pal public works. 


&) Net value of ‘‘goods’’ production. 


() Calculated from the estimates of national income prepared by the Research 
Staff of the Commission. 


Between 1920 and 1929 the populations of Nova 
Scotia and Prince Edward Island remained prac- 
tically stationary while that of New Brunswick 
rose but slightly, compared with an increase of 18 
per cent in the two Central Provinces. During 
the decade, there was a considerable emigration 
to the United States. In none of the years of 
the period 1921-29 did the net value of (goods) 
production in the Maritimes approach the high 
figure of 1920, whereas, in each of the other prov- 
inces of the Dominion, it had been surpassed by 
1928. 

The War had been a powerful stimulus to the 
Maritime economy. The cessation of the exports 
of dried fish from Europe, the heavy demand for 
West Indian sugar, and the growth of the fresh 
fish trade to Central Canada greatly extended the 
markets of the fishing industry. The demand of 
the munitions industries for iron and steel, the 
shipbuilding orders of the Canadian and Allied 
Governments, the high prices for lumber and the 
decline of the competition of other regions with 
local agriculture, brought prosperity to the other 
principal industries. The Halifax disaster brought 
about a temporary building boom. At the begin- 
ning of the post-War depression, all these fav- 
ourable influences disappeared suddenly and simul- 
taneously. 

During the War Brazil, Porto Rico, Cuba, and 
the British West Indies drew virtually the whole 
of their supplies of dried fish from Nova Scotia 
and Newfoundland. The high meat prices and the 
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Government transportation subventions brought 
a large increase in the sales of fresh fish to Quebec 
and Ontario. The removal (as a War measure, 
in 1918) of the shipping restrictions which had 
partially nullified, for the Maritimes, the Under- 
wood Tariff of 1913 permitting free entry of fresh 
and frozen fish into the United States, gave the 
fishing industry profitable access to the markets 
of that country. These advantageous circum- 
stances, however, quickly disappeared. After 1920 
production of dried cod from competing sources 
increased rapidly. European importing countries 
became self-sufficient behind tariff walls. Gov- 
ernment subsidies and technological improvements 
enabled Norway and Iceland to increase production 
greatly and to capture important markets. The 
steep decline in sugar prices sharply curtailed the 
purchasing power of the principal consumers in 
the West Indies. Finally, dried cod was being 
gradually replaced as an article of diet by other 
foodstuffs. The fresh fish trade grew but slowly. 
In 1919 the subventions for the transportation of 
fresh fish to Central Canada were stopped. In 
1921 the United States Government withdrew the 
War-time privileges accorded to Canadian fishing 
vessels and reimposed tariffs (which were increased 
in 1922) on fresh and frozen fish. Confronted 
with such an array of obstacles, Nova Scotia’s 
highly important fishing industry declined. 


Tas.LE 32.—Inpices oF PRICES AND THE VALUE OF FISH 
PRODUCTION IN THE MARITIMES 


Prices Total 
of Dry All Cost Value of 
—— Shore Wholesale of Fish 
Codfish Prices Living Production 
at Maritime 
Halifax Provinces 
PD SDD beg eB DD AR 100 100 100 100 
1918-20 average....... 192 217 168 152 
LODTEZH Nae ie ee 118 159 155 112 
DO ZG oO es ty eat yaises 109 152 152 130 


The resources hitherto employed in the fish- 
eries sought opportunities elsewhere. Some own- 
ers of fishing vessels turned to rum-running for 
a new source of income. Despite the fact that 
alternative employments were few and the prob- 
lems of readjustment difficult, the number of per- 
sons employed in the fishing industry in Nova 
Scotia declined from 26,000 in 1919 to 20,000 in 
1929. 

Lumbering, the principal industry in New 
Brunswick and an important one in Nova Scotia, 
faced growing difficulties during the twenties. The 


depression in British building restricted the 
sales in the English market while the opening of 
the Panama Canal and low ocean freight rates 
intensified competition in the Eastern United 
States and Canada. During 1921-29 the produc- 
tion of lumber in New Brunswick never recovered 
the pre-War peak of 1911 and remained far below 
the levels of the War years. The average annual 
output in Nova Scotia in this decade was less than 
half of what it had been during 1908-14. The 
depressed conditions in lumbering encouraged the 
utilization of forest resources for the manufacture 
of pulp and paper. Between 1920 and 1929 the 
production of pulpwood in the two Provinces was 
doubled. The manufacture of paper, however, 
was slow in getting under way. It began in 1923 
in New Brunswick but not until 1930 in Nova 
Scotia. Despite this development the total net 
value of forestry production in the Maritimes for 
1929 was less than for 1922. 

The rise of the Nova Scotia iron and steel indus- 
try was directly linked with the railway expansion 
of the “wheat boom.” In the post-War period 
the demand shifted from steel rails and other heavy 
forms to lighter materials and structural steels such 
as are used in motor-car manufacturing and build- 
ing construction. The Nova Scotia industry was at 
a disadvantage compared with that in Central 
Canada which was closer to the market, had access 
to larger supplies of scrap metal, and whose com- 
petitive position was improved by the dispropor- 
tionate War-time increases in freight rates from the 
Maritimes. In Ontario the production of pig-iron 
in 1928 and 1929 far exceeded the levels reached 
during 1916-20, but in Nova Scotia output re- 
mained considerably below both the immediate pre- 
War and War-time peaks. In 1913 Nova Scotia 
produced 48 per cent of Canada’s pig-iron; in 1929 
this ratio had fallen to 29 per cent. 

Coal mining suffered at once as a result of the 
difficulties of the iron and steel industry.5 Further- 
more, the market in Central Canada, which took 
one-third of the output in 1913, was lost during 
the War. The recovery of this market was assisted 
by the 20 per cent reduction in Maritime freight 
rates in 1927 and the federal subventions for the 
transportation of coal to Ontario and Quebec which 
were established in 1928. With these rail freight 
reductions and the low water rates which prevailed 
during this period, the Central Canadian market 
was more than recovered by 1929. A _ further 
attempt was made to help the industry by the 


5 The consumption of coal in Nova Scotia (used very largely 
by the iron and steel industry) was 2.9 million tons in 1913 
and 1920 but less than 2.2 million tons in 1929. 


offer of federal bonuses (started in 1927) to gas 
and coking plants using Canadian coal. These 
various methods of assistance were in part respon- 
sible for a considerable revival of production but 
in 1929 the total was still 12 per cent below the 
output of 1913. 


The relative, and in some cases absolute, decline 
in Maritime manutacturing which began at the end 
of the last century continued during the twenties. 
The disadvantages of these Provinces arising out 
of their isolation from the large markets of Central 
Canada and the West, their distance from the in- 
dustrial centre of gravity of the continent situated 
in the Mid-Western United States, the unfavour- 
able circumstances affecting the local exporting in- 
dustries, and the adverse railway freight rate situa- 
tion (as compared with pre-War levels) prevented 
them from sharing in the expansion of manufac- 
turing which took place in Ontario and Quebec. 
They were unable to benefit from the new develop- 
ments which stimulated the remarkable growth in 
the lighter industries, in the production of packaged 
consumers’ goods, new textiles and durable con- 
sumers’ goods such as motor cars, radios, electrical 
appliances and other household furnishings. How- 
ever, some progress was made in the processing of 
local natural products and also of certain imported 
raw materials such as sugar and oil. A number of 
specialty manufacturers held their position, the 
most important being specialty textiles, shoes 
and candies. Nevertheless, manufacturing in the 
Maritimes declined during this period. In 1929 

employment in manufacturing was greater than 
in 1920 in every province except Nova Scotia 
and New Brunswick. For Canada as a whole, 
manufacturing employment during the decade rose 
14 per cent but fell 6 per cent in the Maritime 
Provinces. 

With the disappearance of War-time demands 
and prices, the competition of other regions with 
Maritime agriculture was intensified. Consequently, 
the acreage devoted to field crops decreased 
steadily (there was a small rise in Prince Edward 
Island) during the twenties. However, there was 
some progress in the production of dairy products 
for the sheltered local market and of agricultural 
export specialties,6 although circumstances were 
not favourable. The Nova Scotia apple industry 
encountered increasing difficulties with diseases and 
pests and was confronted in the depressed English 
market with stiffer competition from British Colum- 
bia and a better graded product from the United 

6 These were silver foxes in Prince Edward Island, potatoes 


in Prince Edward Island and New Brunswick, and apples in 
Nova Scotia. 
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States. During the War and the immediate post- 
War years, valuable markets for potatoes were 
built up in the United States and Cuba. The 
Underwood Tariff of 1913 had admitted potatoes 
free subject to a small countervailing duty. In 
1921 the United States potato tariffs were re- 
imposed and, in 1922, raised to 30 cents per bushel. 
The Cuban market became less attractive as the 
sugar prosperity disappeared, and in 1927 tariffs 
were sharply raised. However, the great progress 
in the development of seed potatoes in Prince 
Edward Island and New Brunswick kept them in 
the market despite tariffs and depressed conditions. 
In the face of the many unfavourable factors, Mari- 
time agriculture failed to prosper. The number of 
gainfully occupied engaged in the industry fell 
slightly during the decade. 

The difficulties of the widespread economic read- 
justment which the Maritime region had to undergo 
during the twenties were enhanced, particularly dur- 
ing the first half of the period, by the effects of the 
national policies. The isolation of these Provinces 
from the markets of the rest of Canada was intensi- 
fied by the War and immediate post-War rise in 
freight rates. In the Maritimes these rates had 
risen approximately 20 per cent more than in 
Ontario and Quebec. The policy of protective 
tariffs, although it was not altered in any important 
respect, bore with increasing weight upon the 
depressed and marginal exporting industries. How- 
ever, during the latter part of the decade, the 
national policies were somewhat modified so as to 
apply more favourably to this region. In 1927, 
following upon the recommendation of the Duncan 
Commission, the railway rates within the territory 
east of Levis and Diamond Junction, and on traffic 
moving westward out of this territory were reduced 
20 per cent. Thus the pre-War relationship 
between Central Canadian and Maritime rates was 
restored. 

The changes in the tariff and trade regulations 
did not significantly alter the general level of pro- 
tection, but a number of new provisions were 
adopted which were calculated to increase traffic 
through Maritime ports. In 1923 a reduction of 
10 per cent on preferential rates in excess of 15 per 
cent was granted where imports were shipped direct 
to Canadian ports. In 1926 the application of all 
preferential rates was made dependent upon direct 
shipment to Canadian ports. A new Canada-West 
Indies Trade Agreement providing for reciprocal 
preferences became effective in 1927, Although the 
effects of this Agreement upon exports were dis- 
appointing to the Maritimes, the establishment of a 
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regular and adequate steamship service to the West 
Indies subsidized by the Dominion yielded distinct 
benefits. These modifications in the national trans- 
portation and tariff policies, the Dominion sub- 
ventions to coal, large Dominion expenditures (by 
direct outlays and guarantees) for the improvement 
of the harbours of Halifax and Saint John, together 
with the sharp rise in economic activity in Canada 
and elsewhere, brought a substantial recovery to 
this region during the latter part of the decade. 
Between 1926 and 1929 the total income of these 
Provinces rose slightly more rapidly than that of 
the rest of the country. By 1929 some of the 
unfavourable circumstances had disappeared and 
the major readjustments required by the remainder 
had been accomplished. At the end of the period, 
the Maritimes had less of the feverish activity of a 
boom than other parts of Canada but they were 
better prepared to withstand the shock of the 
depression. 


Prairie Provinces—renewed expansion following 
recovery of wheat prices; diversification im 
Manitoba and increasing dependence upon 
wheat in Saskatchewan and Alberta. 


The collapse of wheat prices after 1920 coupled 
with rigid costs placed a severe strain on Western 
agriculture. 


TABLE 33.—THE PRICE OF WHEAT AS PERCENTAGES OF 
CrerTaIn Farm Costs, 1913-25 


Manu- Farm Wages 
— factured Cost of of Farm 

Goods Living Help 
VOUS reenirenr eum telol ers sis) ala ebanu ays aaah ce 100 100 100 
LO ZO RAE OWI Bivekats) lee Rae eR UD 118 135 104 
EA OU ate Se ua tit Ck Sa em conse pL 104 lll 86 
Oo eee tts Serslne cM tatluc cam eee: 90 93 76 
VUE TET al geal ce et Re Sh 77 81 69 
DOD Serre Secs rey writ here tered eee 92 9 80 
LODO MN Mier ahaa dahl soma e ta eee 116 126 103 


The decline in agricultural income was intensified 
by poor yields, and by the fall in cattle prices to 
which the United States’ tariffs of 1921 and 1922 
contributed. The difficulties of the Western farmer 
found expression in the agitation for the re-estab- 
lishment of the Wheat Board, in the growth of 
farmers’ organizations, and finally in the establish- 
ment of the voluntary wheat pools during 1923 and 
1924. The Provincial Governments of Manitoba 
and Saskatchewan endeavoured to relieve the situa- 
tion by making available agricultural credit at 
lower than open market rates, and Alberta by heavy 
expenditures for irrigation and advances for seed 
grain, purchase of live stock, ete. 


During the depressed farm conditions of 1921-24 
economic expansion in the Prairie Provinces virtu- 
ally ceased. In this period, however, certain impor- 
tant readjustments were made. A reduction of 7°5 
cents per bushel in the freight rates on wheat 
(Regina to Fort William) was effected in 1922 by 
the re-establishment of the Crow’s Nest Pass Agree- 
ment rates on grain and flour moving eastward from 
the Prairies. A large area of the wheat-growing 
region was enabled to benefit from the opening of 
the Panama Canal by the decreases of 20 per cent 
in 1922 and a further 10 per cent in 1923 on grain 
rates from Prairie points to the Pacific coast. 
Between 1920 and 1924 the total cost of shipping 
wheat from Regina to Liverpool fell from 67 cents 
per bushel to 33 cents per bushel. In this period 
also, the national policy of protective tariffs was 
somewhat modified in the direction of reducing the 
costs of the primary producer. The War-time 
increases in the tariff (74 per cent on the general 
and intermediate rates and 5 per cent on the prefer- 
ential rates) were abolished in 1919 and 1920. In 
1919, 1920 and 1924 substantial reductions were 
made in the duties on farm machinery. In 1924 
the general and intermediate rates on tillage imple- 
ments stood at 74 per cent compared with 174 per 
cent and 20 per cent under the 1907 tariff. The 
reduction of costs and the sharp recovery of wheat 
and livestock prices in 1924 and 1925 opened a 
period of renewed expansion on the Prairies. 


TABLE 34.—THE PRICE OF WHEAT AS PERCENTAGES OF 
CrerTaIN Farm Costs, 1913-29 


Manu- Farm Wages 
— factured Cost of of Farm 
Goods Living Help 
1913 = 100 1913 = 100 1913 = 100 
19245). 2 eRe 92 97 80 
LOZ). nw siaieee eae 116 126 103 
TO26 0% Pane eee 110 alley 92 
L927 Noe ees ans 1138 116 89 
1928 wists seed gt 104 107 81 
LO QO he chevee tein 106 109 81 


The relation of wheat prices to costs was favour- 
able and yields were abnormally high. The Prairies 
once more became a magnet for immigrants. In 
the occupied areas, the improved acreage was 
rapidly increased and another wave of frontier 
settlement spread out over northern Alberta and 
Saskatchewan. The northward thrust of settle- 
ment was encouraged by the development of new 
early maturing wheats and the extensive provision 
of railway facilities. Between 1926 and 1931 the 


occupied acreage rose 24 per cent and the improved 
acreage 21 per cent. Agricultural prosperity and 
frontier expansion in Western Canada operating 
within the framework of the national policies once 
more set in motion the stimuli to the national 
economy made familiar by the “wheat boom”. The 
construction of railroads, the building of towns and 
villages, the growth of cities and the provision of 
community facilities brought a high rate of economic 
activity to the region and gave a strong impetus to 
production in Eastern Canada and British Columbia. 
Between 1920 and 1930 railway mileage in the 
three Provinces increased by nearly 2,900 miles,? 
compared with virtually no increase in the remainder 
of Canada. By the end of 1930 practically every 
part of the area of the Prairies on which agricul- 
ture is feasible had been brought within 10 miles 
of the railway. Also, in response to regional pres- 
sure, a new transportation outlet (the Hudson Bay 
Railway) for grain was constructed at a cost to the 
Dominion of $50 million. 

At the close of this decade the settlement of the 
Western plains was virtually completed, and the 
area was provided with the capital equipment and 
the community facilities adequate for a high stand- 
ard of living. The great national purposes, which 
led to the acquisition of the Northwest: and to the 
attempt to build a transcontinental economy on 
the basis of the settlement and the economic growth 
of this empire, were now fulfilled. 

While the same broad forces played upon each 
of the provinces during the twenties, there were 
significant differences in the nature of their develop- 
ment. 

TABLE 35.—AGRICULTURAL EXPANSION IN EACH OF THE 


PRAIRIE PRovINCcES, 1920-30 
Indices 1920 = 100 


—— _ Manitoba Alberta 
1920 1930 1920 1930 1920 1930 


Saskatchewan 


Population........... 100 116 100 124 100 125 
Area of Occupied 
lands ye 3: 100 104 100 126 100 133 


FANG cosciasts aclaptce 100 106 100 134. 100 151 


Percentage of Area 
of Field Crops in 
(EO aR tae 


Percentage of Urban 
to Total Population 43 45 29 32 38 38 


Percentage of Num- 
ber Engaged in 
Agriculture to 
Total Gainfully 
Oscupied o)o8c. tes 40 35 65 60 53 51 


7Of this mileage, 1,600 miles were added in Saskatchewan, 
1.200 in Alberta and 100 in Manitoba. 
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In Alberta and Saskatchewan, where land for 
frontier settlement was still available, expansion 
was much more rapid than in Manitoba. The 
economic growth in the latter Province was largely 
confined to the westward extension of the hydro- 
electric, pulp and paper and mining development 
of Ontario and Quebec. The application of new 
and improved techniques to the resources of the 
Pre-Cambrian Shield which crosses northern 
Manitoba was a replica, on a much smaller scale, 
of what was taking place in Central Canada. Be- 
tween 1920 and 1930 the developed water power 
in Manitoba increased from 85,000 horse power to 
312,000 horse power. The manufacture of paper 
began in 1927. Gold output became significant 
in 1928. The production of zinc-copper-silver in 
the Flin Flon area did not get under way until 
1930, but the capital expenditures in connection 
therewith were made during the latter part of 
the twenties. 

These and other developments introduced an 
important element of diversity into Manitoba’s 
economy. The net value of production of mining, 
forestry and electric power rose from 5 per cent 
of the total in 1920 to 12 per cent in 1930. Con- 
siderable progress was also made in manufactur- 
ing and the contribution of this industry to the 
total net value of (goods) production increased 
substantially. The dependence upon agriculture 
declined and agriculture itself became less depen- 
dent upon wheat. The percentage of the area of 
field crops in wheat was 45 per cent in 1920 but 
only 36 per cent in 1930. The farm income from 
feed grains, live stock and dairy products now sur- 
passed that obtained from wheat. Manitoba had 
attained an important degree of maturity and had 
come a long way from the pioneer stage with its 
overwhelming reliance upon a single staple. How- 
ever, the metropolitan area of Winnipeg continued 
to be heavily dependent upon the wheat economy 
of Saskatchewan and Alberta. 

The economic growth of Saskatchewan and Al- 
berta during this decade was due almost entirely 
to the expansion in the production of wheat. There 
was some development of oil in Alberta but the 
coal mining industry lagged. The importance of 
this one grain was partly the result of the rela- 
tively greater rise in the price of wheat than in the 
prices of live stock and dairy products, and partly, 
the result of the rapid mechanization of farms 
which displaced a large acreage of feed grains.> 


8 The increase from 38,000 to 82.000 in the number of tractors, 
from 73,000 to 155.000 in the number of motor cars and _ trucks 
and from practically nil to 9,000 in the number of combines on 
farms in the Prairie Provinces between 1921 and 1931 shows how 
the horse was being displaced by mechanical power. 


122 


During 1926-28, 81 and 70 per cent respectively of 
the total cash receipts from the sale of farm products 
in Saskatchewan and Alberta came from wheat, 
compared with but 48 per cent in Manitoba. In the 
same period, the two former Provinces derived 62 
and 50 per cent of their total incomes directly from 
agriculture while in Manitoba this percentage was 
only 25 per cent. The prosperity of Saskatchewan 
and Alberta was almost completely dependent upon 
the production of a single commodity of which the 
volume of production was determined by the 
extreme variations of a hazardous climate and which 
was sold on a precarious foreign market. 


British Columbia—rapid economic expansion; the 
stimulus from the opening of the Panama 
Canal, low ocean freight rates and rising 
demand for non-ferrous metals 


The rate of economic growth of British Columbia 
during this decade exceeded that of any other 
Canadian region or province. 


TABLE 36.—THE Economic PROGRESS OF 
British CoLumBiA, 1920-29 
Inpices 1920=100 


Population Capital Invested®| Net Value of Per Capita 
Production(>) Income(*) 
British British British British 
Columbia Canada Columbia Canada Columbia Canada Columbia Canada 
$ $ 
1920 100 100 100 100 100 100 _ — 
1926 120 110 133 116 126 99 554 432 


1929... 130 117 165 138 145 107 600 470 


(s) Total capital invested in the primary industries (agriculture, mining, fishing 
and forestry), manufacturing, central electric stations, and provincial and municipal 
public works. 

(>) Net value of ‘‘goods’’ production. 

(c) Calculated from the estimates of national income prepared by the Research 
Staff of the Commission. 


The development of the new sources of power 
(electricity and oil), the rise of the new industrial 
metals, and the growing demand for wood-pulp and 
paper suddenly brought a large heritage of natural 
resources within the range of economic exploita- 
tion. The opening of the Panama Canal and the 
abnormally low ocean freight rates immensely im- 
proved British Columbia’s general competitive 
position, and in particular opened large interna- 
tional markets to her bulky exports. The improved 
techniques and greatly cheapened transportation 
produced a rate of economic expansion in British 
Columbia during the twenties equalled by few other 
areas in the world. 

The problems of treating the complex non-ferrous 
metal ores of the Kootenay district were largely 
solved during the War, but production in any great 


volume was not attained until the post-War period. 
Between 1920 and 1929 the output of copper 
more than doubled, of silver increased by three 
times, of zinc by over four times, and of lead by 
nearly ten times. In 1930 British Columbia pro- 
duced nearly one-tenth of the total world production 
of lead and zine. The production of pulp and paper 
which had begun before the War expanded consider- 
ably during the twenties in response to demand from 
the United States Pacific Coast and the Orient. 
Both mining and pulp and paper were closely 
related to the availability of hydro-electric power. 
In 1929 the developed water power per capita in 
British Columbia was higher than that in any other 
province. 

The opening of the Panama Canal was an event 
of first importance to the leading industry on the 
Pacific coast, lumbering. Prior to the War, the 
high cost of transportation practically excluded 
British Columbia lumber from foreign markets and 
less than one-fifth of the output was exported. The 
industry was almost entirely dependent upon sales 
in the Prairie Provinces. In 1920 (when the 
Panama Canal was not yet in full operation) the 
cost of shipment of Pacific coast lumber to New 
York was $27.30 per thousand feet. In 1929 this 
cost had fallen to $10.11.9 During this period, the 
output of British Columbia lumber was almost 
doubled. About one-half of this increased produc- 
tion was exported, over 60 per cent of the exports 
going to the United States where lumber had had 
free entry since 1913. The significance of the Panama 
Canal to British Columbia and also to the lumber 
industry in Eastern Canada is further illustrated 
by the fact that nearly one-fourth of all the sales 
of lumber in 1929 from the former Province con- 
sisted of water-borne shipments to the Atlantic 
Coast of North America. 


One of the most important results of the favour- 
able circumstances which promoted a rapid expan- 
sion of the primary industries was the capital 
expenditures to which they gave rise. Much of the 
exceptional prosperity during this period had its 
basis in the large investment of capital. During the 
twenties the volume of new construction in British 
Columbia was nearly equal to that in the three 
Prairie Provinces combined. 

Prior to the War British Columbia was closely 
dependent upon the transcontinental Canadian 
economy and the national transportation and 


®The great importance of this decrease in transportation 
charges and its revolutionary effects upon the industry are indi- 
cated by the comparison of this decline with the total mill cost 
of British Columbia lumber of $22.50 per thousand feet in 1929. 


developmental policies.19 During the post-War 
period this dependence upon Canadian markets and 
policies declined. In the twenties the primary indus- 
tries expanded almost entirely in relation to foreign 
demands. About half the lumber, virtually the 
whole of the mineral production, nearly all of the 
fish, and a large part of the apples were sold in 
external markets. British Columbia continued to 
be deeply affected by the national policies but she 
derived her income mainly from sales abroad. 

The modifications in the national transportation 
policy during the twenties, however, enabled her to 
benefit extensively from her improved position. The 
Panama Canal greatly extended the potential 
hinterland of the port of Vancouver. The freight 
rate reductions on grain in 1922, 1923, 1925 and 
1927 increased the area in Alberta and Saskatche- 
wan from which wheat could be profitably shipped 
via the Pacific coast. The large program of railway 
branch lines speeded up the development of areas 
tributary to Vancouver.11 Of considerable impor- 
tance, also, was the regional equalization of railway 
freight rates that took place during the post-War 
decade.12 These rate reductions, together with the 
opening of the Panama Canal and the rapid growth 
of the local exporting industries, were particularly 
helpful to Vancouver which grew to become the 
third largest metropolitan centre in Canada. Dur- 
ing 1921-31 its population rose by over 50 per cent. 
The capital expenditures involved in this expansion 
contributed greatly to prosperity of the Pacific coast 
region. 


Central Provinces—technological changes and 
favourable foreign markets induce rapid devel- 
opment of forest and mineral resources; 
increasing industrial and financial concentra- 
tion in this region. 


The economic developments of this decade were 
highly favourable to Ontario and Quebec. Agricul- 
tural expansion in the Prairie Provinces and the 
rapid growth of the exporting industries in British 
Columbia within the framework of the national 


10 Seventy per cent of her total production of lumber was 
sold in the booming markets of the Prairie Provinces. 


11 Between 1921-22 and 1928-29 the shipments of wheat to 
Europe through this port rose from 4.5 million bushels to 61.1 
million bushels. 


12This may be illustrated by a comparison of Fifth Class 
Maximum Standard Mileage Rates for a distance of 400 miles. 
(This class and distance is selected merely to show the direction 
of the changes.) In 1914, Pacific rates were 77 per cent; 
Saskatchewan-Alberta rates 49 per cent; and Manitoba rates 37 
per cent above those of Ontario and Quebec (Central rates). In 
1923, Pacific rates were only 32 per cent and Prairie rates 14 
per cent above the Central rates. In 1922, the Pacific Standard 
rates were lowered from a level 14 times the Prairie rates to 
a level 14 times the Prairie rates. 
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policies widened the opportunities of the commer- 
cial and industrial enterprises concentrated in the 
central region. The progress of this area along the 
old lines was greatly supplemented by the rise of 
their own new frontiers and by new direct external 
contacts which resulted from the application of 
improved techniques to the resources of the Pre- 
Cambrian Shield. Ontario and Quebec recovered 
quickly from the 1921 depression and thereafter 
enjoyed increasing prosperity until 1930. 


TaBLE 37.—TuHeEe Economic Procress or ONTARIO AND 
QUEBEC, 1920-29 
Indices 1920=100 


Population Capital Invested“) Net Value of Per Capita 
Production) Income©) 
Ontario Ontario Ontario yt Ontario 
and Canada| and Canada and Canada and Canada 
Quebec Quebec Quebec Quebec 
$ $ 
1920 100 100 100 100 100 100 = _ 
1926 112 110 118 116 95 99 430 432 
1929... 118 117 142 138 115 107 485 470 


(x) Total capital invested in the primary industries (agriculture, mining, fishing 
and forestry), manufacturing, central electric stations, and provincial and municipal 
public works. 

b) Net value of ‘‘goods’’ production. 

(©) Caloulated from the estimates of national income prepared by the Research 
Staff of the Commission. 


Prior to the War the economic growth of the 
Central Provinces was closely dependent upon their 
ability to sell manufactured goods and services to 
the exporting industries in the other regions of 
Canada, principally the Prairie West. The foreign 
outlets for their products had become of minor 
importance. It is true that the attack on the Pre- 
Cambrian Shield began before 1914, but large-scale 
developments had to await the new conditions of 
the War and post-War periods. The lack of coal 
and iron ore was a serious obstacle in the age of 
steam and steel. The development of electricity, 
the gasoline engine and the rising demand for the 
newer industrial metals now greatly shifted the 
position of comparative advantage. These changes, 
together with the improvements in metallurgical 
processes and the increasing consumption of pulp 
and paper brought the resources of northern Ontario 
and Quebec into their own. 


Aside from the existence of mineral deposits and 
unexploited timber resources, the central factor in 
the new developments was the availability of hydro- 
electric power.13 Because of the interior location 
of Canada’s mineral resources and the low grade 


18 Its great importance is indicated by the fact that approxi- 
mately 100 horse. power of energy are required per ton of daily 
output of newsprint. 
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character of many of the ores, economic exploita- 
tion would not be practical were it not for the 
availability of cheap electric power with which to 
mine and to treat the ores on the spot. Between 
1920 and 1930 the developed water power in Ontario 
and Quebec rose from 2:0 million horse power to 
4-8 million horse power. In the latter year, nearly 
30 per cent of this power was utilized by the pulp 
and paper industry and 12 to 15 per cent by the 
mining and metallurgical industries. The produc- 
tion of hydro-electric energy in the two Central 
Provinces during 1930 was equivalent to approxi- 
mately 13 million tons of coal, or about twice the 
total annual average output of coal in Nova Scotia. 


The abundance of cheap hydro-electric power 
and the favourable markets for wood-pulp, paper 
and non-ferrous metals were the bases of the rapid 
expansion in the exploitation of the resources of 
the northern areas. During this decade, the pro- 
duction of non-ferrous metals in the Central Prov- 
inces was almost doubled and the output of paper 
increased by nearly three times.14 The manufac- 
turing of pulp and paper became Canada’s leading 
manufacturing industry and newsprint paper the 
second largest Canadian export. In 1930 the net 
value of production in mining, forestry and electric 
power made up one-fifth of the total net value of 
(goods) production in the two Provinces. The 
population of the northern districts, which was 
almost entirely dependent upon these activities, 
became about equal to the population of the whole 
of Alberta. 


The development of large exporting industries 
and the growth of the new communities dependent 
upon them constituted a significant change in 
economic structure of the Central Provinces. It 
lessened relatively the importance of the other 
regions as markets for the manufactures and ser- 
vices of Ontario and Quebec. Secondly, it was 
the basis of heavy capital expenditures which 
added greatly to the prosperity of these Provinces 
during this period. The rapidly expanding indus- 
tries which obtained their income from abroad and 
spent it mainly in the protected domestic market 
more than took up the slack which resulted from 
the declining rate of growth (as compared with 
the pre-War period) of Prairie agriculture. The 
investment of over one billion dollars in central 
electric stations, pulp and paper factories and 
mines during this decade provided ample outlets 
for activities formerly dependent upon the railway 
and building boom of Western Canada. 


14Gold output rose from $12 million to $39 million and other 
non-ferrous metals from $43 million to $59 million. 


Another technical innovation, which during the 
twenties brought a large increase in the income of 
the central region from external sources, was the 
automobile. This new means of transportation, 
besides giving rise to important new manufacturing 
and service industries and to heavy capital expend- 
itures on roads and streets, was the principal factor 
in the rapidly growing tourist trade from the United 
States. In 1929, the expenditures of foreign tour- 
ists in Canada reached an estimated total of $300 
million, a figure greater than the value of any 
Canadian commodity export. At least 80 per cent 
of this amount was spent in Ontario and Quebec. 

While the basis of the economy of Central Canada 
was substantially broadened by the new develop- 
ments, manufacturing continued to be the pre- 
dominant activity. This industry received a con- 
siderable stimulus from the new export incomes of 
both this region and Western Canada which the 
national policy of protective tariffs effectively 
directed to the domestic producer. Furthermore, 
Ontario and Quebec were able to benefit most from 
the technological changes of this decade. The pro- 
duction of automobiles, electrical apparatus and 
supplies, the new textiles, radios, etc., was confined 
almost entirely to these Provinces. The concentra- 
tion of manufacturing in Central Canada became 
even more complete. 

TABLE 38.—PERCENTAGES OF THE Net VALUE OF MANU- 


FACTURES IN ONTARIO AND QUEBEC TO THE 
CANADIAN Torats, 1910-29 


Ontario and |Ontario | Quebec 
— Quebec 


1910 1929 1929 1929 


Cotton Rextiles yee wen 3). eS 80 94 21 73 
Woolt'Textilesiaegiicc te) at clianwe anion 90 94 80 14 
Total Iron and Steel Products......... 81 86 66 20 
Primary Iron and Steel............. — 75 56 19 
Agricultural Implements............ 98 98 95 3 
Railway Rolling Stock,............. 67 76 23 53 
Automobiles tye so ae eae: |e 100 96 96 oo 
Electrical Apparatus and Supplies..... 99 99 77 22 
Chemicals and Chemical Products. . 75 90 59 31 
RubberiProductsiyavecuia. o.oo e eek 91 99 74 25 
Boots. and: Shoes acs iedscen iy sone 94 97 36 61 
Burniture ee aetna ron in 97 95 76 18 
Glass: Products yiia. deine eee 73 92 53 39 
TODACCOR eae Ree eee ee ane 95 100 11 89 
Pulp and! Paper. seer ei a ue |: 93 86 32 54 
Flour Mills: eee ey a ae Cee 82 58 45 13 
Saw-Mille. hi. cumboninel is aa) ae be 1 38 22 16 
Nome Metal Smelting and Re- 
UCR ME A UR ied. Sen Lapa hd — 78 54 23 
Fruit and Wedeiable Canning. ree 98 75 65 10 
Meat: Productsy che et ee eee 68 66 51 15 
Liquors sewer een aeten te 83 81 40 41 
Petroleum!Refinine uu... chee 83 54 41 14 
Central Electric Stations.............. 63 75 42 33 
Total of Listed Manufactures.......... 80 84 51 33 
All Manufactures ey eh ie tae, 80 82 51 31 


in Quebec, although considerable progress was 
made in the processing of natural products with 
the use of hydro-electric power, manufacturing 
continued to be mainly dependent upon consumers’ 
goods (clothing, cotton textiles, boots and shoes, 
tobacco) requiring a large supply of labour. On- 
tario, on the other hand, specialized in the rapidly 
growing, mechanized industries producing durable 
consumers’ goods and machinery. For a number 
of these (automobiles, farm implements and rub- 
ber products) important export markets were built 
up on the basis of Empire preferences, and care- 
fully contrived loopholes in the tariff which gave 
access to United States techniques, tools and parts. 

The concentration of manufacturing in Central 
Canada was accompanied by an increasing concen- 
tration of the financial, commercial and distribu- 
tive services in this region. The fact that Canada 
was able to finance a very large part of the post- 
War capital investment out of its own savings 
opened large opportunities to Canadian financial 
institutions. The increasing amount of capital re- 
quired was gathered together from all over Canada 
and allocated to investment purposes throughout 
the entire country by the financial houses and pro- 
moters of Montreal and Toronto. Furthermore, 
the business boom of 1926-29 brought another 
wave of corporate mergers and consolidations which 
centralized industrial control and the location of 
head offices even more completely in the metro- 
politan centres of Ontario and Quebec. This in- 
dustrial and financial centralization had the effect 
of canalizing a very large part of the profits, net 
incomes, and wealth which arise from activity 
over the whole country, into the central region, 
In 1930, 80 per cent of the total net corporate in- 
comes subject to the Dominion corporation income 
tax and 77 per cent of all individual incomes over 
$10,000 subject to Dominion income tax appeared 
in the two Central Provinces. In the same year, 
four-fifths of all the dividends from stocks and 
interest from bonds paid to Canadian individuals 
were received by residents of Ontario and Quebec. 

The growing concentration of manufacturing, 
commerce, and finance was reflected in the increas- 
ing urbanization and the rapid expansion of the 
metropolitan centres of the two Provinces. Be- 
tween 1921 and 1931 the urban population rose 
from 58 per cent to 61 per cent of the total in 
Ontario, and from 56 per cent to 63 per cent in 
Quebec. In Ontario agriculture declined relatively, 
and in Quebec, absolutely. In the latter Province, 
where the migration from the country to the city 
was greatest, the number of farms and the area 
of improved land actually decreased, despite the 


125 


encouragement to colonization given by the Pro- 
vincial Government and the Church. Quebec be- 
came the most highly urbanized Province in Can- 
ada. The principal urban areas, Montreal and 
Toronto, which became the metropolitan centres 
for the entire Canadian economy, increased their 
populations during this decade by 39 per cent and 
33 per cent respectively, compared with an in- 
crease of 18 per cent in the population of the coun- 
try as a whole. Montreal continued to be heavily 
dependent upon the transcontinental economy 
established by the “ wheat boom” and the national 
policies, while Toronto became more closely asso- 
ciated with the rapidly expanding industries on the 
Pre-Cambrian Shield. 


Significant Changes in the Canadian Economy— 
rise of new export areas and decline in unifying 
influence of wheat; growing vulnerability to 
external fluctuations, increasing rigidities and 
specialization 


The impact of technological changes and fav- 
ourable foreign markets upon Canada’s undevel- 
oped resources brought, during the twenties, an- 
other period of expansion and prosperity. How- 
ever, the uneven distribution of the resources 
which were now drawn into exploitation meant 
that the various Canadian regions were affected 
very differently. The old economy of the Mari- 
times languished; good prices (during the latter 
half of this period) and agricultural settlement 
of the remaining fringes, produced a consider- 
able, though not a spectacular, expansion in the 
Prairies; Central Canada and British Columbia 
surged ahead on the basis of new and rapidly 
growing export industries. The nature of the 
development during this decade modified the 
simple unity of the Canadian economy which 
rested on the rising production and exportation 
of wheat. Prior to the War, there was one pre- 
dominant export area, the Prairie West, whose 
growth under the influences of the national 
policies built an integrated transcontinental 
economy. During the twenties new important ex- 
port staples emerged in two other regions. Form- 
erly the economy had but a single important 
external contact; now there were several. One 
promoted East-West cohesion; the others em- 
phasized North-South relationships and regional 
economic independence. 

The national economic policies were continued 
without any significant changes. The specific 
applications of these policies during the twenties 
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were largely attempts to round out the great na- 
tional purposes for which they had been adopted. 
The settlement of the Northwest was virtually 
completed. The national transportation system 
was consolidated and improved, and branch lines 
were added to encourage the development of the 
few remaining areas of unsettled agricultural land. 
No new and sweeping projects were launched and 
the Dominion rested on its past accomplishments. 
However, with the unequal levels of prosperity, 
the restrictive effects of the national policies upon 
certain regions became more burdensome and much 
dissatisfaction arose. No new policies were ini- 
tiated but a number of modifications were made in 
the old for purposes of regional appeasement. The 
alterations in the tariff consisted mainly of a much 
greater use of certain devices (drawbacks, special 
exemptions, etc.) which tended to reduce the costs 
of the primary producer without changing the gen- 
eral level of protection. The influences of the 
Dominion on the freight rate structure, as exercised 
by statute, orders in council and the decisions of 
the Board of Railway Commissioners, tended to de- 
crease regional differentials. The rising incomes 
of the twenties made it relatively easy to get ac- 
ceptance of the adjustments necessary to main- 
tain a national economic integration. 

While the circumstances of this decade were fav- 
ourable to Canadian expansion they also increased 
the vulnerability of the economy. The new export 
staples were the result of highly specialized activi- 
ties. Large areas of the country, where it was 
either wheat or nothing, pulp and paper or nothing, 
lumber or nothing, non-ferrous metals or nothing, 
became dependent upon the exportation of a single 
or a very few commodities. If the foreign prices 
of these fell to unprofitable levels there would be 
no alternative occupations. On the Pre-Cambrian 
Shield and over a large part of the Prairies self- 
sufficiency even for a bare subsistence would be 
impossible. The principal products consisted of 
raw materials, and hence the probability of extreme 
fluctuations was great. In a number of cases Can- 
ada supplied a large portion of the total world 
requirements;15 therefore, she would feel the full 
impact of any external disturbances. The weak 
condition of the international market for the two 
most important commodities, wheat and newsprint, 
rendered the situation all the more precarious. 

The growth of the specialized exporting indus- 
tries was associated with very heavy expendi- 


15 Tn 1930 Canada supplied 32 per cent of the world’s exports 
of wheat, 63 per cent of the world’s exports of newsprint, 14 per 
cent of the world’s exports of copper, 12 per cent of the world’s 
exports of lead and zinc, and 31 per cent of the world’s exports 
of aluminium. 


tures on fixed equipment. The economy became 
geared to a high rate of capital investment; if any- 
thing curtailed this investment, a serious problem 
of unemployment would arise. Furthermore, these 
investments in capital facilities were financed in 
a way which greatly increased the overheads and 
rigidities. The large fixed interest costs of private 
industry and governments would make adjust- 
ments to falling export incomes extremely difficult. 
Added to these rigidities were those which arise out 
of increasing urbanization, industrial concentration 
and centralized financial control. 

The rapidly increasing per capita real income 
during the twenties both in Canada and in other 
countries was another source of instability. The 
more income rises above the requirements of bare 
subsistence, the more unstable the economic sys- 
tem tends to become. The expenditures on per- 
sonal services, comforts and luxuries may be sharply 
reduced or postponed when confidence is shaken 
by economic disturbances. The higher the propor- 
tion of income devoted to non-essentials and the 
more specialized the productive resources, the more 
severe and far-reaching is the contraction which 
results from the curtailment of such expenditures. 
In 1929 the average per capita real income in 
Canada was one-third higher than in 1920. In the 
latter year large sums were spent on automobiles, 
radios, household appliances, new houses, and on 
other semi-luxuries or postponable items. A sharp 
reduction in these outlays would create difficult 
problems of unemployment and readjustment. 

At the end of this decade Canada had attained 
a high level of prosperity, but the increased speciali- 
zation, the great dependence upon raw material 
exports, large overheads, stubborn rigidities, and a 
relatively high per capita income greatly enhanced 
her vulnerability to economic fluctuations. These 
fluctuations might arise from external develop- 
ments, or from geographical and climatic factors 
in Canada, or as a result of errors of policy in the 
past and the limitations inherent in the Canadian 
economic and political structure, but all had the 
common characteristic of being, at the time, uncon- 
trollable by any means then at the command of 
Canadian governments. 


2. Pusrtic FINANCE 


The circumstances of the twenties included no 
spectacular changes such as those which brought 
the steep increases in government liabilities and 
expenditures associated with the wheat boom, the 
War and the immediate post-War conditions. Be- 
tween 1920 and 1930 the total per capita debts and 
expenditures of all governments rose but 13 per 


cent and 9 per cent respectively. During this 
period, however, there were significant changes in 
government responsibilities and in the problems of 
Canadian public finance. Public welfare and high- 
ways occasioned the most rapidly increasing costs of 
government and these fell almost entirely on the 
provinces and the municipalities. Thus, while the 
total per capita debts and expenditures of the 
Dominion declined, those of the municipalities rose 
by over 20 per cent and those of the provinces by 
over 70 per cent. The provinces, which were re- 
quired to finance and administer the major portion 
of the expanding public functions, acquired a 
greatly enhanced importance in the governmental 
structure of the country. 


Cautious Policy of the Dominion—consolidation of 
past developmental projects and avoidance of 
responsibility for expanding services 


Throughout the period, the Dominion resisted 
the temptation to embark on new services and until 
the later years of the decade it enforced a rigid 
economy on all controllable expenditures. By 1926 
a substantial reduction in current outlay had been 
effected. However, in the boom prevailing after 
1926, expenditures rose slowly through ditfused 
expansion of existing services. The only significant 
new obligation assumed was the assistance to pro- 
vincial old age pension schemes. The cost of 
general government rose substantially and there 
were moderate additions to the expenditures on 
agriculture and national defence. Offsetting these, 
the position in 1930 showed a substantial decline 
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in current payments on transportation, due mainly 
to the reduced deficits of the national railways. 
Although the outstanding debt of the Dominion 
rose by $250 million, owing to the expenditures 
necessary to round out the national railway prop- 
erties and for the extension of branches in the 
Prairie Provinces, the total interest charges de- 
creased, partly because of refunding at lower rates 
of interest and partly because of the improved 
earning position of the Canadian National Rail- 
ways. 

In its endeavour to ease the burden of taxation, 
the Dominion at least managed to simplify the tax 
structure by reduction and elimination of special 
War taxes. Rising imports and rising prosperity 
boosted customs and excise receipts thus making 
it possible to cut the special levies. The business 
profits tax and some minor taxes were entirely 
abandoned. By successive cuts the sales tax was 
whittled down from 6 to 1 per cent. The corpora- 
tion income tax was lowered. The income tax on 
persons was cut and the exemptions repeatedly 
raised. In this way the indirect taxes of customs 
and excise resumed some of their former importance 
in the federal revenue system. In 1913 virtually all 
Dominion revenues came from these two sources. 
In 1921, with the yield of special taxes at its peak, 
customs and excise produced little more than one- 
third of total revenues. In 1930 they produced a 
sum approaching two-thirds of total revenues. In 
its whole fiscal policy the Dominion was labouring 
for a return to pre-War “normalcy ”—although it 
was no longer dealing with the pre-War economy. 


TABLE 39.—GOVERNMENT EXPENDITURES, CURRENT ACCOUNT, 1921 anp 1930 


(Thousands of Dollars ) \ 

te to ea Seto dena" 

| Municipal Provincial Dominion Total™ 

eh 1921 1930 1921 1930 1921 1930 1921 1930 
PRU MeG ODALEES.).; 15 ).1. elie so Mic statis 2 sik 36,944 55,740 14,384 29,476 | 152,488 | 149,098 | 202,475 232 , 522 
aCe er Meee SPUN Le eae tc — — — —_ 17,249 23 , 256 17,249 23 , 256 
Pensions and Aftercare............2..-000% — aT — —_ 53, 688 55,341 53 , 688 55,341 
og) SERVES TES COI» ae aS HS Ca ae ed a 18,786 31,510 12,437 34,678 4,911 17,698 36, 134 83 , 882 
Ce On OE AA EE SE ARR Ae A Ge ey SER 66 , 280 84,705 20, 850 33,775 924 702 88 ,057 119,191 
Agriculture and Public Domain............. — oat 9,174 21,241 17,596 23 ,298 26 , 722 44,484 
RAREDOTLATION «e's Gf ots sve die Bas lek gS 30 , 962 42,159 8,119 28 , 328 41,666 29 , 083 80,747 99,570 
Subsidies to Provinces...............+.-.85 — < — —- 12,212 19,036 — — 


General Expenditures— 
Justice, Legislation, General Government 


and Miscellaneous 6.32/81 Wiesisice ins 01 «ot 51,911 71,614 


53,733 | 70,332 | 131,333 | (°)177,849 


‘s) Inter-covernmental payments eliminated. 
(>) Includee Post Office deficit of 4,045. 
Includes Post Office deficit of 6,081. 


90,653 | 183,400 | 354,467! 387,844 1 636,405 836 ,095 
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Rapid Expansion of Provincial-Municipal Expendi- 
tures—provinces assume major share of cost of 
expanding services; public welfare and high- 
ways 


Of the $200 million increase in current expendi- 
tures at all levels of government between 1921 and 
1930, the Dominion accounted for only $33 million. 
Of the $14 billion increase in total outstanding debt 
of all governments in this period, only one-quarter 
billion dollars was incurred by the Dominion (in- 
cluding the Canadian National Railways). The 
reluctance of the Dominion to embark on new 
services or to give assistance in financing them 
meant that the weight of the new demands fell on 
the provinces and municipalities. Moreover, the 
demands which loomed up in the twenties were for 
services falling primarily, if not solely, within the 
constitutional powers of the latter governments. 
Thus there was a marked rise in both provincial and 
municipal debt and current expenditures. The 
$1 billion addition to the debt of the provinces and 
municipalities was largely incurred for public utili- 
ties, highways and various projects of development. 
The greater part of the $173 million increase in the 
current expenditures of provincial and municipal 
governments in this period was due to increased 
debt charges arising out of these capital investments 
and to increased current expenditures on public 
welfare and highways. The provincial and local 
governments had either special interests or special 
responsibilities in these fields. 


With the virtual disappearance of the agricultural 
frontier, the increasing specialization of occupations, 
and the continued drift from the country to the city 
which accompanied greater industrialization, the 
self-sufficiency of individuals, families and com- 
munities continued to decline. The risk of indi- 
vidual misfortune which had formerly been carried 
by the individual himself, the family, or by 
informal community assistance and charity, was 
throughout this period assumed to an increasing 
extent by governments. At the beginning and 
again at the end of this decade the provinces and 
the Dominion, as well as the municipalities, made 
payments for the relief of unemployment. Through 
the initiative of the Dominion a provincially- 
administered old age pensions scheme was launched 
during the twenties, which involved the provinces 
entering the scheme in the responsibility of provid- 
ing half the rapidly mounting cost. The provision 
of mothers’ allowances was extended. A growing 
realization of the vital public interest in public 


health led to the extension of free curative and 
preventive services and to enlarged support of 
hospitals and similar institutions. 

Despite the economic and social changes which 
manifested themselves in a pronounced manner in 
the twenties, Canadians adhered to the belief (quite 
appropriate in a simpler society) that the munici- 
palities were the proper agencies to bear any neces- 
sary public responsibility for social welfare. Pro- 
vincial governments through their assistance to 
welfare activities made many amendments to this 
doctrine. But the Dominion was barred from 
accepting any responsibility except, as it proved, 
when a public welfare problem overwhelmed both 
the municipalities and the province. Thus the 
greater part of the growing burden of these 
services fell upon the latter governments. 


Between 1921 and 1930 current public welfare 
expenditures of all governments rose 130 per cent. 
The Dominion share of this increase was confined 
almost entirely to the financial support given to 
provincial old age pensions schemes and relief grants 
which reappeared again in 1930. Three-fourths of 
the added outlays were borne by the provinces and 
municipalities. However, at the end of this period 
public welfare still absorbed less than one-fifth of 
the provincial-municipal revenues. Buoyant eco- 
nomic conditions throughout the greater part of 
the twenties kept public welfare needs at a mini- 
mum and masked the fundamental social and 
economic changes which had taken place. There 
was no obvious indication of the potential magni- 
tude of the financial responsibilities which the 
provinces and municipalities had assumed. 


Traditionally, roads and highways were a provin- 
cial and local responsibility in Canada. In a 
smaller, more compact and more evenly settled 
country, the coming of the motor vehicle would 
have precipitated a national highway program. 
Because great distances and natural obstacles 
divided the areas of settlement in Canada, the motor 
vehicle was at first used only for inter-urban and 
short-haul purposes. The demand for national 
highways was long in emerging and the Dominion, 
struggling with its railway problem, limited its con- 
tribution to highway development in this period to 
temporary grants-in-aid to the provinces between 
1919 and 1928. The reconstruction of local roads 
into a network of highways capable of carrying the 
ever-growing motor traffic fell to the lot of the 
provinces and the municipalities. The automobile 
promoted the growth of suburban areas around the 
larger cities, thus extending the areas which required 


new community equipment and various municipal 
services. The rapid increase in the use of the auto- 
mobile throughout the twenties made suburban 
development, as well as highway construction and 
maintenance, an ever heavier burden. 

Current outlay on highways by all Canadian 
provinces and municipalities was nearly doubled 
between 1921 and 1930. Capital investments in 
streets, highways, bridges, and ferries rose from 
$364 million to $748 million. Owing to the enforced 
restrictions on capital expenditures during the War, 
relatively little progress was made with highway 
construction until the twenties. In most provinces 
ambitious programs were launched early in the 
period. But the increasing speed, weight and num- 
ber of vehicles rapidly pushed even new roads into 
obsolescence. Main highways were soon costing as 
much as railway lines of high standard. The 
demand throughout the period was much higher 
than the capacity of most provinces and municipali- 
ties to provide them. 

The British North America Act secured the prov- 
inces in control of education. During this period a 
number of factors contrived to increase the cost of 
this function. An equalitarian philosophy demanded 
the widest possible extension and constant improve- 
ment of educational opportunities. The growing 
complexity of the economy required an increasing 
variety of skills which could only be supplied by a 
more specialized and more expensive educational 
system. Moreover, the predominance of younger 
people among the immigrants who flowed into the 
country after 1900 altered the normal age distribu- 
tion of the population and brought a_ sharply 
increasing number of children to the schools in the 
twenties. The possibility of relieving the conse- 
quent growing burden on the provinces and muni- 
cipalities through substantial federal aid to educa- 
tion was limited if not entirely excluded by latent 
racial and religious issues. The Dominion made 
special temporary grants-in-aid for agricultural 
instruction and technical education which were of 
some assistance in this period, but these were not 
renewed when they expired. In the result virtually 
the entire burden of mounting educational costs 
remained with the provinces and the municipalities. 

During this period the provinces were more than 
ever concerned with promoting the development of 
their natural resources. Added attention was given 
to the protection of valuable forest reserves against 
fire and insects. Conservation of fish and game was 
linked with active promotion of the tourist trade. 
Roads were built and geological surveys. under- 
taken to encourage mining development. Various 
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expenditures were made to encourage immigration 
and settlement in new areas. Consequently, be- 
tween 1921 and 1930, the current outlay on public 
domain and agriculture rose from $9 million to 
$21 million. 

The public utility projects pushed forward by the 
provinces during this period were closely allied to 
their interests in public domain and development. 
Ontario invested heavily in hydro and Saskatche- 
wan, Manitoba, New Brunswick, and Nova Scotia 
made capital outlays on provincial electric-power 
systems. The Prairie Provinces extended and im- 
proved their telephone facilities. The total pro- 
vincial capital investment in public utilities (ex- 
cluding railways) rose from $172 million in 1921 to 
$330 million in 1930. These investments, however, 
were almost entirely self-supporting and while they 
added substantially to total governmental debts, 
they did not add (with the exception of tele- 
phones in Alberta) materially to the burden of 
debt charges. 


The Doubling of Provincial Revenues—appearance 
of new sources; liquor control, gasoline taxes 
and motor vehicle licences. 


While the Dominion pursued a negative policy, 
avoiding new obligations and striving to cut down 
existing ones, the provinces and municipalities, 
taken as a whole, extended some of their old activi- 
ties in a marked fashion and assumed new responsi- 
bilities of an undefined scope. Greatly increased 
revenues were necessary to meet some $173 million 
increase in annual expenditures of 1930 over 1921. 
Municipalities provided for their added costs by 
increased returns from existing sources of revenue, 
while the provinces relied partly on the increased 
yield of old sources and partly on new sources 
which they discovered. 


The tax on real property remained the mainstay 
of municipal revenue. In 1930, as in 1921, it pro- 
vided over 80 per cent of the municipal receipts. 
The post-War slump which drove down property 
values caused many municipalities acute embar- 
rassment in the early years of the decade. More- 
over, the increased use of the automobile had a 
serious and adverse effect upon the tax base in 
many of the larger urban centres. At the very 
time when it was compelling large expenditures 
on the improvement of streets, it promoted the 
rapid growth of new residential districts outside 
the boundaries of the city. This flight to suburban 
areas had a depressing effect upon property values 
within the central municipality. However, the 
economic expansion of the twenties, combined with 
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TABLE 40.—GOVERNMENT REVENUES, CURRENT ACCOUNT, 1921 AND 1930 


(Thousands of Dollars ) 
Municipal Provincial Dominion Total® 
1921 1930 1921 1930 1921 1930 1921 1930 

FederalSubsidiess cc). eiociea ie eels aie eane — — 11,865 14,276 —_ — _ — 
Taxes— 

Customs Import Duties.................- — = — — 105,687 | 131,209 105,687 131,209 

Excise Duties 20 Vela Meme Sea, ee oe oo — _— — 36,755 57,747 36, 755 57,747 

Manufacturers’ \Taxeswidsjas si). ./a 2.4 eos “= — — — 6,639 10,474 6,639 10,474 

Sales Taxes eet ari ea eure ates eeelaics — — — = 61,273 20,147 61,273 20,147 

Corporation" TAXES Sin. cele denice eels Ge e's — — 11,162 18,520 64,008 45,961 75,170 64,481 

Succession Duties............c2eeceeeees o — 9,724 20,780 _ — 9,724 20,780 

Income Taxes on Persons................ 73 3,896 485 2ht22 39,821 26 ,624 40,379 32 ,642 

Gasoline vbares: weil wet eco tera — — oo 23 , 487 — — —_ 23 , 487 

Real ‘Property| Taxes. ..o.(06 . Sraevie ss eae s 189,656 | 257,118 9,720 6,708 an — 199,376 263 , 826 

AMUSEMENG JEAXES. We iUh ese ewyore slteiers Res —_ ae 3,032 4,525 _ _ 3,032 4,525 

Other; Vaxea: ease Bale ee ae ce nutes 17,956 21 , 760 1,199 1,534 6,140 4,531 25,295 27 , 825 

Sub-Total—Taxes............... 207,685 | 282,774 35 , 322 77,676 | 320,323 | 296,693 | 563,330 657 , 143 

Motor Vehicles, Automobile Licences, etc... . —_— (b) 8,381 19,907 —_ — 8,381 19,907 
All Other Licences, Permits and Fees, Fines 

SHA enatiEs YG Poe cea vice Ce ciate ele 8,010 11,294 8,360 10,024 2,860 3,703 19, 230 25,021 
PRUDHCISOMAIN Wa ek ak hoes foe ee le emis acne -- — 14,786 17,037 3,542 2,297 18,328 19,334 
Eaduee Control. 6.05.2 cce sag esee oer a cera a a — 7,856 30,985 — — 7,856 30 , 985 
Sale of Commodities and Services........... 1,155 3,171 747 1,159 2,358 2,745 4,260 7,075 


—- |] | | | | | | 


317,155 


(s) Inter-governmental receipts eliminated. 


® Particulars not availabie; included with All Other Licences, Permits and Fees. 


rapid urban growth, came as an important counter- 
acting influence, supporting property values and 
strengthening the tax base for the time being. 
While all other sources of municipal revenue yielded 
$20 million more in 1930 than in 1921, the tax on 
real property yielded an additional $67 million. 
Anything which had an adverse effect on real estate 
values would undermine Canadian municipal 
finance. 

The capacity of the provinces to discharge the 
responsibilities they had assumed in the fields of 
public welfare, education, highways and public 
domain rested very largely on the remarkable in- 
crease in revenues derived from liquor control, 
motor vehicle licences and gasoline taxes. Total 
provincial revenues in 1930 were nearly double 
those of 1921; more than two-thirds of this in- 
crease was derived from the additional yield of 
these three items. Provincial revenues from motor 
vehicle licences and liquor control rose by $11 
million and $23 million respectively during the 
period. Most important, the provincial gasoline 
taxes, which had not yet been imposed in 1921, 
were yielding more than $23 million in 1930. Total 


173,823 | 332,508 | 314,043 | 640,064 788 , 922 


provincial revenues from corporation taxes, and 
succession duties doubled during the period but the 
total increase derived from these sources was con- 
siderably less than the increase provided by the 
profits of liquor control alone. The provinces, 
which had once been expected to rely almost en- 
tirely on revenues from public domain and the un- 
conditional federal subsidies, drew only 10 and 8 
per cent respectively of their revenues from these 
sources in 1930. 


The Vulnerability of the Provincial Fiscal Sys- 
tems—the reluctance of the Dominion to re- 
lieve or assist the provinces and to compen- 
sate for the great regional disparities 


During the twenties the provinces, relying on 
new-found sources of revenue, increased their ex- 
penditures very considerably. Much of their cur- 
rent outlay was on fixed charges and, therefore, 
uncontrollable. The responsibility for public 
welfare was laden with contingent commitments, 
and their weight would vary inversely with the 
ability to carry them. During a depression their 


total expenditures were certain to rise. Their rev- 
enues were, to a considerable extent, drawn from 
semi-luxury ‘consumption taxes” which were 
equally certain to give a decreased yield when 
there was a contraction in incomes. The economy 
would reveal, under the stress of economic reverses, 
great disparities in the width and adequacy of the 
different revenue bases and in the vulnerability of 
fiscal systems. ‘The combination of falling rev- 
enues and rising costs would affect the different 
regions very unequally. The inherent weaknesses 
in the position of the Maritimes were clearly ex- 
posed early in the decade. The whole structure 
of provincial and municipal government on the 
Prairies was highly vulnerable, and almost entirely 
dependent on the maintenance of the favourable 
export position of a single commodity: wheat. 
British Columbia too was heavily dependent upon 
favourable prices for its exports. Relatively speak- 
ing, the Central Provinces, with a more diversified 
economy and with their access to the national pools 
of wealth, had much the most secure and advan- 
tageous position.16 In times of prosperity these 
disparities, even though disturbing, were still toler- 
able. In any period of sharp distress some kind of 
equalizing action by the Federal Government would 
be inevitable. 


During the twenties the Dominion Government 
took the lead in launching a system of old age 
pensions and agreed to match provincial aprro- 
priations for that purpose under certain specified 
conditions. At the beginning and again at the end 
of the period the Dominion made emergency grants 
to the provinces to assist in the relief of unem- 
ployment. When the serious plight of the Mari- 
times became an unmistakable fact, the Dominion 
took steps to assist them and increased subsidies, 
in accordance with the findings of the Duncan 
Commission, sufficiently to cover the current 
deficits. This was an admission that when a prov- 
ince had demonstrated in a painful way that it was 
unable to fulfil its responsibilities, the Dominion 
was prepared to extricate it from its immediate 
difficulties. Only in extreme cases was the Federal 
Government willing to undertake equalizing action. 
In all other circumstances the Dominion shied away 
from new financial burdens and studiously resisted 
suggestions that it should aid the provinces to carry 
their mounting obligations. 


16 Ontario and Quebec in 1930, with 60 per cent of the total 
population of the Dominion, were collecting 87 per cent of the 
total succession duties. These Provinces had large reserves of 
Tevenue in their ability to make levies on national] business 
organizations whose principal offices and property were located 
within their borders. 
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There were a number of reasons for this attitude 
on the part of the Federal Government. Its own 
burden of debt and the costs of reorganizing 
the government railways were acutely inhibiting 
influences. Intent upon retrenchment and reduc- 
tion of debt charges, it insisted that the British 
North America Act laid the responsibility for 
meeting the new demands at the doorsteps of the 
provinces and the municipalities. For the same 
reason it was little disposed to assist the prov- 
inces by making conditional grants-in-aid for 
specific provincial services. Moreover, the condi- 
tional grant was far from being generally approved 
aS an appropriate device in the hands of the 
Federal Government. 

Conditional grants were first used in 1913 when 
federal assistance to the provinces for agricultural 
instruction was granted for a ten-year period. As 
part of the reconstruction program at the close of 
the War, similar grants were provided for assist- 
ance to highways, technical education, control of 
venereal disease, and maintenance of employment 
offices. These grants were either experimental or 
were given under extraordinary circumstances. 
Most of them were given for but a limited period 
of time. However, there was a body of opinion 
which favoured vigorous federal initiative and 
leadership for national purposes, even in fields 
where the primary responsibility rested with the 
provinces. It supported the further extension of 
the technique of the conditional grant as an instru- 
ment of national policy. The opponents to the 
use of such grants objected on the ground of the 
well-known argument that a government which 
spends public funds should bear the full responsi- 
bility of levying the taxes necessary to provide the 
money. They also emphasized that a harmonious 
federalism depended on the Dominion respecting 
the untrammelled independence of the provinces 
in their own sphere. They argued that attempts 
to ensure careful spending of federal funds would 
involve the Dominion in a dangerous interference 
with the autonomy of the provinces. This latter 
view was dominant in federal politics throughout 
the greater part of the twenties. Thus theory 
supported practical considerations of economy in 
rejecting conditional grants. The system of con- 
ditional grants was not extended and the subven- 
tions for agricultural instruction, highways, and 
technical education were allowed to lapse. Apart 
from exceptions already noted, the Dominion was 
bent on avoiding new obligations in the post-War 
period. The general prosperity of the later years 
of the twenties made this possible without any 
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immediate repercussions in the provinces, but it 
did not prevent the provinces getting into seriously 
exposed positions. 

Signs of approaching difficulties were not 
wanting. The distress of the Maritimes was met 
temporarily by the award of the Duncan Commis- 
sion which nearly doubled their subsidies. At the 
Dominion-Provincial Conference of 1927, when the 
award was approved by the other provinces, all 
the provinces except Ontario and Quebec gave 
notice of further claims. They complained that 
their fiscal resources were not adequate to their 
obligations, and proposals ranged from the assump- 
tion of new services by the Dominion to the 
withdrawal of the Dominion from certain fields of 
taxation. The reply made by the Dominion 
Minister of Finance to these various claims and 
suggestions mirrors faithfully the attitude of the 
Dominion throughout the twenties. If the obliga- 
tions of the provinces were heavy, so were those 
of the Dominion. The Dominion was anxiously 
concerned over its heavy debt and the importance 
of maintaining Canada’s credit so as to encourage 
the flow of investment into the country. The 
Dominion could neither undertake large new 
responsibilities nor relinquish fields of taxation. 
The suppliant provincial premiers had to derive 
what solace they could from the reminder that 
Dominion policy in lowering taxation helped to 
clear the field for heavier provincial taxation. 

Despite the anxiety of the Dominion to reduce 
its obligations the total annual sum transferred, by 
way of subsidies and conditional grants to the 
provinces was higher in 1930 than in 1921. The, 
award of the Duncan Commission, along with the 
payments on account of old age pensions, more 
than cancelled the savings secured through the 
lapse of several conditional grants. In 1930 a 
federal grant of $3 million for relief made its 
appearance. Dominion payments to the provinces 
which had stood at $18 million in 1921, amounted 
to almost $24 million in 1930. However, their 
relative importance declined. Dominion subsidies 
and grants which had covered 20 per cent of the 
expenditures of provincial governments at the 
opening of the period covered only 13 per cent of 
those expenditures at its close. In their assumption 
of new responsibilities, the provinces had to rely 
almost entirely on their own resources. Depression 
was soon to show the common vulnerability of their 
fiscal systems and the great disparities in the 
abilities of the different provincial governments to 
carry their increased burdens. 


‘in Canadian federalism. 


3. DoMINION-PROVINCIAL RELATIONS 


Eclipse of Federal leadership—completion of 
developmental program, reluctance to assume 
new financial burdens, and lack of new national 
objectives 


The post-War period marked the end of an era 
Up until the War, 
Dominion Governments had pursued, subject to 
minor hesitations and variations, a number of 
national policies which brought about an economic 
integration of the country and helped to make 
political unity a fact instead of merely an aspira- 
tion. The War and the problems of demobilization 
served to continue into the twenties the federal 
leadership to which the country had become 
accustomed. But after the liquidation of the War 
policies a new situation presented itself. The 
policies of all-Canadian transportation and western 


- settlement had been brought to fruition. The 


tariff, though revised downwards to some extent, 
was a bone of regional contention rather than a 
unifying influence. During the period the con- 
summation of Dominion status and the securing 
of a measure of international recognition brought 
the principal external policies of the country to a 
successful conclusion. The Dominion had com- 
pleted the concrete, positive tasks which the 
Fathers had set it to do and no broad new national 
objectives emerged to unite people behind federal 
leadership. Indeed, the discussions over national 
policies were much more concerned with assessing 
their past effects than with charting a national 
course in the post-War world. 

The social and political chaos loosed in the world 
by the War was manifested in Canada by the 
disorganization of the federal political system. 
During the first half century of Confederation, 
Canadian politics had been distinguished by the 
solidity of party loyalities and by the duration and 
stability of party administrations. But the Liberal 
Party was disorganized by the conscription issue 
and the Union Government disintegrated rapidly 
after the conclusion of the War. Federal politics 
in the first five years of the period showed the 
stultifying effect of this change. In the election of 
1921 the Liberals got a nominal majority of only 
a few votes over all parties. The 65 Progressives, 
representing a revolt against the old national 
policies, held the balance of power in the House of 
Commons. From 1921 to 1926 the composition of 
the House of Commons in which there were three 
parliamentary groups, none of them constituting a 


definite and stable majority of the House, 
discouraged the forming and carrying through of 
consistent and vigorous government policies. 


There were other reasons why the Dominion did 
not embark on vigorous action. The public demand 
for increased government services in the twenties 
mainly concerned things which were, in the first 
instance, at least, the constitutional responsibilities 
of the provinces. A compulsory national wheat 
board was beyond the peace-time powers of the 
Dominion. While the Government seemed gener- 
ally sympathetic to a national scheme of unemploy- 
ment insurance, it was unable to embark on it 
without the co-operation of the provinces.* More- 
over, the heavy debt charges of the Dominion 
which, by 1921, were one-and-a-half times the total 
Dominion current expenditures of 1913, were a 
matter of anxious concern to the Government and 
tempered any regret it may have felt that the 
initiative in most current problems rested with the 
provinces. 

The only important thing the Dominion did in 
this decade to overcome the constitutional obstacles 
to federal action was to encourage the establish- 
ment of provincially-administered old age pensions 
schemes with offers of financial assistance. This 
assistance recognized a social problem which was 
reaching serious proportions. The wave of immi- 
grants which reached the country in the early years 
of the century was bound to produce at a later date 
a wave of persons reaching the end of their active 
working lives. Those of mature age who had come 
to Canada in the early days of the wheat boom were 
ending the working period of their lives in increas- 
ing numbers in the late twenties. A greater propor- 
tion of these than of the younger immigrants or of 
the native born were unable to lay by a provision 
for their old age. They swelled seriously the ranks 
of the aged poor at a time when changes in the 
economic and social structure were intensifying 
generally the problem of old-age dependence. The 
heavy war casualties also contributed to the sudden 
emergence of the problem since many aging parents 
had lost the source to which they would normally 
have looked for support. The burden of the care 
of the aged poor over-taxed the resources which 
had supported them in the past and, with other 
problems of public welfare making increasing 
demands, the provinces were reluctant to assume 
such a heavy charge alone. The Federal Govern- 
ment modified its principles and came to their 
assistance. 


* Debates House of Commons, 1922, Vol. II, pp. 1073-4 
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With this important exception, the Federal Gov- 
ernment did not wrestle with the social problems 
of the new age. Indeed, during the rising pros- 
perity of the twenties few were aware of their 
“Normalcy”, pursuit of wealth, confi- 
dence in high wages as the road to social security, 
definite expectation that “normalcy” meant a very 
rapid advance in material prosperity and that the 
full utilization of new techniques would not be 
retarded by economic conditions such as mass 
unemployment, represented in Canada, as in many 


~other countries, the prevailing temper of the time. 


Given these beliefs there seemed less need for 
federal controls. There was no broad public support 


for a vigorous policy of the Dominion in the field 
of social welfare. 


In domestic affairs it contented 
itself with detailed modifications and amplifications 
of old-established national policies. 


Ascendancy of Provincial Governments—develop- 
ment of provincial resources, aggressive high- 
way programs and extension of welfare services 
greatly enhance their importance and strengthen 
their political support 


The provinces were not affected by war weariness 
and there were many things to be done in the 
provincial sphere which solid majorities would 
support. The War had put a damper on provincial 
expenditures and many needs had accumulated. 
Each province proceeded to meet them in so far 
as its resources permitted. The national develop- 
mental policies, expressed in railways and canals, 
were at a standstill, while new provincial programs 
of development, expressed in highways and water- 
power, were in the ascendant. 

An immediate result of this extended range of 
activity was to add to the prestige and power of 
the provincial governments. The provinces owned 
the natural resources which had become immensely 
valuable through the development of new tech- 
niques. A tribute to their new importance was 
the determination which the Prairie Provinces 
displayed in this period to get control of their 
natural resources. Labour and capital began to 
depend on provincial highway and other develop- 
mental programs for jobs, contracts, and various 
industrial opportunities as they had formerly been 
dependent on railway construction and the schemes 
of development initiated by the Federal Govy- 
ernment. The “new men” of the period, the 
adventurous figures who discovered and developed 
the wealth of the Pre-Cambrian Shield, exhibiting 
all the vigour and self-confidence of a rising class, 
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associated themselves, as a rule not with federal 
politics but with those of the provinces where the 
key to their interests and aspirations lay. 

Moreover, provincial governments assumed a 
larger importance in the daily lives of the people. 
At the Dominion-Provincial Conference of 1927 
Premier Taschereau pointed out that “the prov- 
inces were more in contact with the people, 
educating them, building their roads, and looking 
after their health.” From the point of view of the 
recipients, they became also the donors of old age 
pensions; they provided mothers’ allowances and 
minimum wage legislation. The popular basis of 
provincial political power was being solidly laid at 
a time when the Dominion was losing its intimate 
touch with the people, and when its developmental 
projects no longer gripped the imagination and no 
longer gave increasing employment to labour and 
capital. Instead the Dominion was intensively 
engaged in making vexatious levies for the payment 
of old debts. 

The combined effect of these factors was to 
elevate the provinces to a new position in Dominion- 
provincial relations. The control over the public 
domain, the jurisdiction over public welfare, and 
over those economic matters in which the courts 
had sustained them, took on new content and 
significance. The provinces, which had once been 
compelled to struggle to escape complete domina- 
tion by the Dominion, had come into a goodly 
heritage of their own. 


Federal Concessions to Provincial Claims—Mari- 
time claims, natural resources question, water- 
power, Dominion-Provincial Conference, 1927 


The common interest in western development 
had, for twenty-five years, continuously strength- 
ened East-West bonds of unity. In the twenties 
a variety of regional interests began to compete 
seriously with this common interest. British 
Columbia and the Central Provinces acquired 
important direct contacts with external markets 
which lessened their dependence on_ internal 
markets. The political revolt in the immediate 
post-War years of western agriculture against the 
old line political parties has already been noted. 
The continuance of the post-War depression in the 
Maritimes up until 1925-26 seemed to argue that 
the national economic integration was of little 
advantage to the Maritimes and they attacked 
rather than supported the operation of the national 
policies on which it was based. 


The severe economic difficulties under which the 
Maritimes laboured in the early twenties aroused 
profound dissatisfaction, particularly after the 
contrast of marked recovery in the rest.of Canada 
became apparent. By 1924 these adverse condi- 
tions produced a formidable movement for the 
vindication of “Maritime Rights”, led and directed 
by the business interests of the region. Economic 
conferences called at Moncton and Charlottetown 
in 1925 studied a wide range of economic problems 
and gave extended publicity to their final resolu- 
tions. While the formulated demands called for a 
solution through federal action, there were some 
who advocated secession from the Dominion as the 
only escape from an intolerable situation. 


The economic and financial distress of the region, 
combined with the vigour of the agitation, led in 
1926 to the appointment of the Duncan Commis- 
sion to investigate Maritime claims. The Province 
of Nova Scotia filed a comprehensive brief, dealing 
in detail with the whole range and history of 
Dominion-provincial relations as they affected the 
Maritimes. New Brunswick and Prince Edward 
Island accepted it as the basis of their case. All 
this material was marshalled together in a single 
volume for the purpose of proving that the Mari- 
times had never obtained the substance of the 
benefits promised them at the time of Confederation 
and that consequently they had never enjoyed a 
welfare and prosperity comparable to those of other 
parts of Canada. The brief maintained that the 
Maritimes had never received their promised share 
of the internal commerce which the union was 
designed to promote and that this failure flowed 
from the fact that the national transportation and 
tariff policies of the Dominion had been framed 
and enforced in callous disregard of the rights of 
the Maritimes. 


It is not the present purpose to consider the 
justice of these claims nor to discuss the measures 
of amelioration which the Commission proposed. 
It is rather to draw attention to the political 
significance of the agitation. An entire region of 
the Dominion, moved apparently by a common 
sense of injustice, protested against the inequitable 
operation of the national policies. Whatever rights 
may have been involved, the plight of the Mari- 
times was serious. A region, suffering from these 
difficulties and animated by a sense of injustice, 
found that its most immediate interest in national 
affairs was to secure some recognition of its 
regional troubles. 


a 


By the time the Commission on Maritime claims 
had reported the long-continued agitation of the 
Prairie Provinces for control of their natural 
resources had become very insistent. It is signifi- 
cant that at the Dominion-Provincial Conference 


| of 1927 where both questions were considered, the 
Maritime Provinces and the Western Provinces 


supported each other’s claims. The older provinces 
had retained the ownership of the natural resources 
within their boundaries but the Dominion, under 
the Manitoba Act, had reserved the western lands 
“for the purposes of the Dominion”. Dominion 


‘control of these lands had been the foundation of 
the national policy of western settlement and as 
_well of the policy of a transcontinental railway. 


As settlement was now well advanced, it was 
plausible to argue that the purpose of the 
Dominion had been achieved, and that the lands 
might now be transferred to the provinces. How- 
ever, the Prairie Provinces were not content merely 
to secure control of the public lands. In this period 
of regional demands on the Federal Government, 
they insisted that the retention of the western 
natural resources had always been a violation of 


certain inherent “provincial rights’ which ante- 


dated and were in no way abrogated by Confedera- 
tion. Accordingly, they claimed that the provinces 
were entitled to ask the Dominion to account for 
all the material advantage it had derived from the 
lands after 1870. They, therefore, sought an 
accounting from the Dominion on this basis. 

The Dominion Government conceded the sub- 
stance of these claims in 1928, when after a confer- 
ence with representatives of the Government of 
Manitoba it agreed that Manitoba should be 
“placed in a position of equality with the other 
provinces of Confederation with respect to the 
administration and control of its natural resources, 
as from its entrance into Confederation in 1870”. 
The Turgeon Commission was appointed to “inquire 
and report as to what financial readjustments should 
be made to this end”. The Commission interpreted 
this as an instruction to estimate whether “Mani- 
toba is in as good a financial position as she would 
probably have been in had her right to the admin- 
istration and control of her natural resources been 
conceded from the beginning”. The inquiry was 
directed toward reaching some kind of an estimate 
as to whether the alienation of Manitoba lands 
“for the purposes of the Dominion” as set out in 


the Manitoba Act had caused loss to the Province. 


Alienation of lands for public purposes within the 
Province was regarded by the Commission as afford- 
ing but a slight basis for claims for compensation. 
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“We are placing’, said the Commission in its 
report, “a light appraisal on the loss to the 
Provincial Government in respect to homestead 
land.” There was, it was held, no basis for a 
claim of compensation for land given to aid the 
construction of branch lines within the Province. 
For lands allotted to the Canadian Pacific Rail- 
way for the construction of its main line outside 
the Province, compensation was held to be due. 
The Commission, by an intricate and ingenious 
calculation, estimated the cost of these alienations | 
to the Province and made an award. A similar 
procedure was followed with respect to the claims 
of Saskatchewan and Alberta;17 and Commissions, 
headed by Mr. Justice A. K. Dysart, made awards 
to these Provinces upon the precedent set by the 
Turgeon Commission in the case of Manitoba. 
The transfer of the natural resources to the Prairie 
Provinces had important symbolic significance. It 
marked the completion of the great effort of 
the Dominion to achieve nation-wide expansion 
through national direction of western settlement. 
The success of the Western Provinces in getting 
the Dominion to account for its stewardship as 
well as the recognition of the claims of the Mari- 


times announced a new era in Dominion-provincial 
relations, an era in which regional disparities, 
regional difficulties, and regional ambitions became 
‘@ principal concern of federal politics. 


Another Dominion-provincial issue of import- 
ance in the latter years of the decade was that 
of the development of the St. Lawrence Seaway 
Canal. Proposals for development for navigation 
and power purposes were under consideration as 
early as 1920. Quebec, however, opposed the 
development of navigation lest it prejudice the 
port of Montreal, while both Ontario and Quebec 
opposed development of power by the Dominion, 
claiming that water power within the province, 
even in navigable waters, was a matter of 
provincial ownership and jurisdiction. Requests 
were made at the Dominion-Provincial Conference 
of 1927 for reference of the question of jurisdiction 
to the Supreme Court of Canada, and the following 
year the Dominion referred ten stated questions 
to the Court, but owing to the generality of the 


17The Dominion Government’s proposal was that there 
should be, with respect to Saskatchewan and Alberta, an inquiry 
“in order that the provinces might be placed in a position of 
equality with the other provinces as from September 1, 1905”, 
the day upon which the provinces came into being. The Sas- 
katchewan government contended that the adjustment should go 
back to 1870, the date of the transfer of Rupert’s Land to Canada. 
A stated case was submitted to the Courts and in 1931 the Supreme 
Court held that the province had no claim to the natural resources 
of the area prior to September Ist, 1905. In the following year 
ye judgment was upheld by the Judicial Committee of the Privy 

uncil, 
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questions the answers were far from conclusive. In 
the meantime the Quebec Legislature had granted 
a private corporation a charter for a power canal 
on the Soulanges section of the proposed seaway 
development. Although the company — subse- 
quently had to apply to the Dominion for permis- 
sion to divert water from Lake St. Francis, the 
undertaking was begun and, after the opinion of 
the Court was delivered, permission for the diver- 
sion was given by the Dominion. The discussion 
in Parliament on the permit indicated that, despite 
the inconclusiveness of the opinion of the Supreme 
Court on the matter of jurisdiction, the Dominion 
had substantially conceded the provincial claims to 
ownership and control of water power in navigable 
' waters. 

During the twenties the method of amending 
the Constitution for the first time became an issue 
between the Dominion and the provinces. The 
method of amending a federal constitution is 
always difficult to work out, but the problem had 
been finessed in 1867 by omitting from the British 
North America Act all reference to amendment and 
thus leaving amendment to the enacting authority 
—the Imperial Parliament. The change of status 
of the Dominion during and after the Great War 
gave rise to a widespread demand in the twenties 
for the transfer of the power of amendment to 
Canada. This inevitably raised the question of 
method and at the very time that the prestige of 
the provinces was in the ascendancy. The British 
North America Act had been amended six times, 
but on one occasion only—that of 1907 which 
concerned provincial subsidies—had the provinces 
been consulted. At the Dominion-Provincial Con- 
ference of 1927 the Dominion Government raised 
the question and recommended that Canada should 
have power to amend her own constitution, that 
the provinces should in all cases be consulted, and 
that for the amendment of a number of specified 
matters deemed fundamental the consent of all 
provinces should be required, but that in other 
matters the consent of the majority would be suffi- 
cient. Despite the consideration given to provincial 
sentiment, the proposal failed to carry, because of 
disagreement as to method and because certain 
provinces were opposed to any change in procedure. 

A significant contribution was later made to the 
literature of constitutional theory (and hence to the 
controversy over methods of amendment) by the 
Government of Ontario when the Statute of West- 
minster, which was to formalize certain of the 
findings of the Imperial Conferences of 1926 and 
1929, was under discussion. Ontario opposed 


adoption of the Statute by the Dominion without 
consultation with and approval by the provinces 
on the ground that the Statute was in effect an 
amendment of the British North America Act, and 
that this Act was a compact between the provinces 
and as such could not be amended without their 
consent. Following the election of 1930 the new 
Government called a conference of the provinces 
and secured their approval of the Statute, thereby 
seeming to admit the validity of Ontario’s argument. 

No less significant than the apparent retreat of 
the Dominion on various constitutional matters 
were the growing demands for the expansion. of 
provincial revenues at the expense of the Dominion. 
The Duncan Commission, as already noted, found 
that the Maritime Provinces were in a serious 
condition of fiscal need and recommended on one 
ground or another substantial increases in subsidies 
to these Provinces. The demands of the Prairie 
Provinces for the return of their natural resources 
were obviously aimed not only at establishing the 
constitutional equality of these provinces but at 
increasing their revenues as well. The Dominion- 
Provincial Conference of 1927 was the occasion for 
warnings from British Columbia of its difficult 
financial position, as well as for general demands, 
from virtually all provinces, for increased subsidies 
and for grants for such matters as highways and 
technical and agricultural education. The Confer- 
ence also heard demands for enlarging the provincial 
tax base, British Columbia urging that the 
Dominion should withdraw from the income tax 
field, Manitoba that the provinces should be 
granted a fixed percentage of customs and excise 
taxes. All these incidents and demands were 


' symptomatic of the narrow margin of safety in 
_ which the provinces were finding themselves, and: 


indicated that any serious renewal of economic 
difficulties would increase their demands upon the 
Dominion. 


Conclusions 


Throughout this period the provinces were 
politically aggressive in undertaking new activities, 
in advancing their own affairs, and in securing 
concessions from the Dominion. In their diff- 
culties, in their ambitions and opportunities, as 
well as in the disparities between them, several 
sets of common interests of a regional character 
emerged. These regional forces served to weaken 
the common interest in a national integration based 


on wheat. In the general prosperity of the twenties, 


which provided an expanding national income, the 
regional interests were harmonized amicably with- 


out serious friction or serious sacrifice and the 
provinces were able, with more or less difficulty, 
to carry the new responsibilities they had assumed. 


But the great depression which began at the end 
of the period, and which will be described in the 
next chapter, was to widen greatly the disparities, 
and to reveal both the insecurity of the foundation 
on which prosperity had been based, and differences 
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of interest which were extremely difficult to recon- 
cile under conditions of sharply falling revenues. 


These differences of interest were to assume a new 
significance in an era of depression, when weaker 
provinces, overwhelmed in the struggle to carry 


new and old responsibilities, were to become financial 


wards of the Dominion, and the strongest proy- 
‘Inces stood to gain by enlargement of provincial 
‘autonomy. 


| materials. 
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Cuapter VI 


THE DEPRESSION 


1. Wortp DEPRESSION AND RECOVERY 


Economic Dislocations in the Post-War World— 
Effects of the War, peace treaties and techno- 
logical changes required basic readjustments in 
international economic relations 


The economic progress of the world during the 
twenties was impressive. Between 1920 and 1929 
the per capita world production of primary 
commodities, and of manufactured goods rose 31 
per cent and 88 per cent respectively. The 
quantum of world trade per capita increased by 
at least 30 per cent. It is remarkable that these 
striking advances in the world economy were 
possible while serious structural weaknesses con- 
tinued to exist and were even intensified. 

The war-stricken world of 1920 faced an economic 
order which was drastically changed from that 
which obtained prior to 1914. The demands of 
the conflict, the terms of the peace treaties and 
technological changes greatly altered the basis of 
international economic relations. There was a 
very substantial increase in the production of 
foodstuffs and raw materials in overseas countries. 
The manufacturing industries of the United States, 
the British Dominions and Japan received a strong 
impetus from the War-time decline in European 
exports. During the twenties machine methods of 
production spread throughout the world with 
increasing rapidity. Non-European countries were 
in the better position to benefit from important 
technological improvements and assumed the 
leadership in the production of automobiles, 
electrical appliances, radios, and the new textiles. 
New sources of power weakened the influence of 
coal as a dominant factor in the localization of 
industry. Northwestern Europe languished while 
one of its basic natural advantages was disappearing 
and areas with abundant supplies of water-power 
and petroleum came to the fore. 


The shifts in manufacturing production were 
accompanied by equally important shifts in the 
production of cereal foodstuffs and industrial raw 
The mechanization. of agriculture 
greatly altered the competitive balance between 
the European peasant and the large-scale special- 
ized farmer in overseas countries. The tractor, 
the combine, power-driven machinery, and the 


motor truck were most effective on the semi-arid 
plains of America and Australia. Between 1914 
and 1930 the number of acres of improved land 
per person engaged in agriculture on the Canadian 
Prairies rose by about 50 per cent. As a result 
of the War and lower costs in overseas countries, 
Europe’s contribution to the total world (except 
Chinese) production of wheat fell from 56 per cent 
in 1909-13 to slightly over 40 per cent in 1926-29. 
During the same interval the European production 
of all cereals, sugar and potatoes decreased from 
43 per cent to 39 per cent of the world total. The 
pre-War situation with respect to the geographical 
sources of industrial raw materials and the relative 
costs in the different areas was likewise greatly 
altered by technical improvements and new 
discoveries. In 19138 about 50 per cent (in value) 
of the world’s non-ferrous metals were produced 
in America and Africa; by 1929 this proportion 
had risen to nearly 70 per cent. The share of new 
countries in the total physical output of petroleum, 
timber, newsprint, wood-pulp and vegetable oils 
showed similar increases. Furthermore the com- 
petitive relationship between old and new producers 
of bulky foodstuffs and raw materials was strongly 


affected by the abnormally depressed ocean freight 


rates of the twenties. In terms of the general price 
level, tramp steamer freights were fully 30 per cent 
below the pre-War rates. The opening of the 
Panama canal greatly shortened the distances of 
Pacific countries from Europe and the eastern 
shores of America. The substantial reductions in 
the costs of shipment brought many newly 
developing areas within the scope of the world 
market and increased the flow of heavy commodi- 
ties to distant importers. These changes had 
wide-spread repercussions, but perhaps none was 
more significant than the increased pressure upon 
the peasant farmers of Europe. 


The readjustments in international economic 


"relations required by the rise of manufacturing in 


Overseas countries, technological improvements 


and reduced costs of transportation were intensified 


by the post-War situation in international finance. 
The nature and the net balances of international 
indebtedness had greatly changed. A large propor- 
tion of the debts were for unproductive purposes. 
The financial world was entangled in a maze of 


? 


inter-governmental War debts and reparations. The 
United States emerged from the conflict as the 
world’s second largest creditor, Germany as the 
largest debtor. The pré-éminent position of 
London as the regulator of the international gold 
standard by virtue of being the clearing centre of 
international transactions, the greatest lender on 
foreign account and the largest free import 
market, was immensely weakened. Its rivals, New 
York and Paris, played increasingly important 
parts, but neither had the experience or willingness 
to follow the long-range policies necessary for the 
maintenance of stable international monetary con- 
ditions out of which a rising volume of world trade 
could develop. International lending during the 
5S post-War period was sporadic; much of it was to 
~ governments which squandered the money on ill- 
advised and unproductive projects. The large 
proportion of short-term loans in international 
indebtedness added further to the instability of 
foreign investment. The restoration of the gold 
standard had brought with it the problem of 
undervalued (the United States dollar, the French 
franc and the Belgian belga) and overvalued (the 
British pound and the Italian lira) currencies. The 
strain resulting from the failure of national price 
levels to become adjusted to the re-established gold 
parities was temporarily relieved by the expedient 
of short-term borrowing. This factor, together with 
the general feeling of uncertainty and the develop- 
ment of the gold exchange standard, created a 
~ large volume of liquid funds which flowed nervously 
+ back and forth across the international exchanges. 
~ The solvency of important monetary centres came 
to be dependent upon a thin thread of confidence 
which temporary setbacks, political disturbances or 
rumours would quickly break, 


Failure to Achieve Solutions to International 
Problems—resort to national controls and 
temporary makeshifts; development of agri- 
cultural crisis and over-extension of raw 
material production 


The widespread economic dislocations and the 
unstable condition of © international finance which 
were the outcome of war and of technical progress 
required substantial readjustments and a new 
integration of the economic world. They required 
extensive reallocations of resources, alterations of 
wage and price levels, a reduction of restrictions 
on trade and the sacrifice of vested interests. The 
magnitude of the changes involved was such that 
they could only be accomplished with international 


/ 


' However, 
| co-operation failed dismally in the economic sphere 


; choked with tariff barriers. 
. expanded behind customs restrictions, and produc- 
_ tion in overseas countries continued to increase on 
_ the basis of natural advantages, a major crisis in 
. world agriculture developed. 
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co-operation to lower tariff barriers, maintain 
stable exchanges and make capital available. 
the efforts to achieve international 


as in the political. Nations sought the solution 
of these problems by the use of their own national 
controls and national policies. All the weapons in 
the arsenal of economic autarky were brought into 
play. Weak positions were protected, high cost 
producers were kept in production and obsolete 
equipment was preserved by rising tariffs, import 
quotas, cartels, government subsidies, “rationaliza- 
tion”, restriction schemes, stabilization of prices, 
etc. A large part of the economic history of the 
first post-War decade chronicles superficial efforts 
to defy serious underlying dislocations. Europe 
struggled desperately to regain her pre-War posi- 
tion in an economic world which was greatly 
changed. This was particularly the case in agri- 
culture. The peasant populations of Europe who 
in many instances formed the backbone of the 
state and whose political and social importance 
was great in all countries could not be sacrificed 
on the altar of cheap food. The consequences of 
the readjustment to the revolutionary increases in 
output and decreases in the costs of production in 
overseas countries were too drastic. This circum- 
stance, together with the rising barriers against 
European exports of manufactures and the desire 
for self-sufficiency arising out of the fear of war, 
produced an extreme form of agricultural protec- 
tionism. The boundary revisions of the peace 
treaties intensified the harmful effects of this 
policy. Eight small states, each with its own 
currency and customs sovereignty, were carved out 
of three large empires. The economic system of 
Austria-Hungary, based on regions which “had 
grown up in mutual interdependence in the course 
of centuries”, was broken into small parts and 
As European output 


The unbalanced agricultural situation was accom- 
panied by an increasing deterioration in the posi- 
tion of the raw materials. The old high-cost 
producers everywhere were threatened by new 
supplies and new processes. Obsolete or sub- 
marginal capacities were not withdrawn from 
production but were maintained in production by 
artificial means. For commodity after commodity, 
prices were artificially maintained or raised to 
bolster up uneconomic enterprises. None of the 


‘and trade rose 
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various stabilization or restriction schemes had 
control over the total output and these attempts 
at increasing or fixing prices in the end served only 
to induce an abnormal expansion of production on 
the part of the non-restricted or non-conforming 
producers. Between the beginning of 1925 and the 
beginning of 1930, world stocks of twelve important 
raw materials rose by 40 per cent. During the same 
period world stocks of agricultural products 
increased by 50 per cent. These stocks hung 
menacingly over the markets ready to come down 
upon the price structure like avalanches. 

The policies of creditor countries contributed 
much to the accumulating weaknesses in the 
structure of the world economy during the twenties. 
The attempt to collect increasing interest payments, 
‘to sell more and buy less, encounters an arith- 
/metical impossibility. The unwillingness of the 
United States and France to lower, or even to 
stabilize, their tariffs so as to adjust their import 
balances in a manner consistent with their creditor 
positions produced an increasing disharmony 
between the flow of world trade and the require- 
ments of international indebtedness. As the debts 
of borrowing countries rose it became continuously 
more difficult for them to export goods of sufficient 
value to meet the interest charges. They were 
forced to attract short-term funds by high interest 
rates and to lose their gold reserves with the result 
that their monetary systems were placed in an 
extremely weak condition. The strain was partic- 
ularly great in Germany and in a number of 
agricultural countries especially those of south- 
eastern Europe. 

The post-War world failed utterly to achieve 
a satisfactory compromise between the advantages 
of international specialization and national stability 
and security. For a time world economic activity 
sharply because international 
lending and the constant renewal and increase of 
short-term balances filled the gaps in the balances 
of payments, because boom conditions were main- 
tained by reconstruction in Europe and by the 
demand for investment and durable consumers’ 
goods in the United States, and because heavy 
capital expenditures were being made for the 
exploitation of natural resources in new countries. 
However, by 1929 these temporary..makeshifts and 
stimulants began to play out. The reconstruction 
boom in Europe was virtually completed. After 
the middle of 1928, international lending con- 
tracted rapidly. It became increasingly evident 
that productive capacities in a number of raw 
material industries were seriously over-extended. 


Cereal prices were sagging and the agricultural 
crisis was imminent. At this conjuncture, a 
spectacular stock market boom in the United States 
sucked short-term funds to New York thus creating 
a world-wide stringency of credit. When this boom 
collapsed the catastrophe was at hand. 


World Depression—cessation of international 
lending; strangulation of trade; breakdown of 
gold standards; sharp and disproportionate 
decline in raw material prices; severity of 
impact on debtor countries and exporters of 
primary products 


/ In the United States confidence was severely 


jshaken by the collapse of the stock market and 
'the tremendous activity in capital investment was 
| abruptly curtailed. The contraction of interna- 
' tional lending, the attempt of creditors to recall 


their short-term funds and the general monetary 
tightness, put a heavy strain on the balances of 
payments of debtor countries. Germany was 
forced to cut down her imports sharply. Other 
debtors, who were mainly agricultural or producers 
of raw materials, were obliged suddenly to increase 
their exports. It was not long before many of the 
control schemes broke and loosed a flood of goods 
on the market. Russia reappeared as a big seller 
of raw products, chiefly wheat and timber. While 
the pressure upon the world market for agricul- 
tural goods and other raw materials was rising, 
Europe’s ability to export manufactures to the 
United States and, therefore, to import foodstuffs 
and raw commodities was drastically curtailed by 
the Hawley-Smoot...Tariff (1930). In order to 
protect their precarious financial and foreign 
exchange positions, or to shield the livelihood of 
their peasant populations, European countries 
imposed insurmountable duties and other restric- 
tions upon the importations of foodstuffs. The 
impact of increased supplies upon mounting trade 
barriers and decreasing consumption resulting from 
the world-wide decline in investment produced an 
unprecedented fall in the prices of agricultural 
products and raw materials. In particular, the 
reduction of lending, weak and exposed monetary 
systems, and the general heightening of tariffs 
concentrated the full force of the depression upon 
those surpluses of goods which had to find an 
international market. Eventually, practically 
every country, creditor and debtor alike, had to, 
or chose to, make its adjustments not by an increase © 
of trade, but by a reduction of imports. 


Between 1929 and 1931 the value of world trade 
fell by 42 per cent. The drastic effects and uneven 
character of this decline are indicated by the 40 
per cent drop in the export prices of seven leading 
overseas agricultural and raw material producing 
countries, compared with but a 15 per cent drop 
in the prices of their imports, which were mainly 
manufactured goods. The disparity revealed by 
this relation was one of the most characteristic 
and disruptive features of the world depression. 
The number and importance of the rigid elements 
in the economic system had greatly increased. The 
relative decline of equity investment in favour of 
bonds, and the extension of large-scale corporate 
enterprise added substantially to interest and other 
fixed costs. Wage rates acquired almost the 
rigidity of contractual interest charges. The 
elaborate economic overheads and frills that go with 
a rising standard of living proved to be particularly 
inflexible. The invariable costs were translated 
into administered or rigid prices most readily in 
the manufacturing and distributive industries 
where monopolistic conditions are most prevalent. 
The cartels were far more effective than their 
counterparts, the _ restriction or _ stabilization 
schemes for the raw materials. The producers of 
manufactured goods and the distributive trades, 
countered the declining demands by restricting 
output and maintaining prices; the primary indus- 
tries, where small-scale individual enterprise is most 
general, tended to increase output against sharply 
falling prices. The former discharged their 
employees thus creating the problem of mass 
unemployment; the latter had to reduce drastically 
their standards of living and to default on many 
of their debts. 

The divergence between the prices of raw 
materials and those of manufactured goods was a 
general phenomenon. It produced serious disloca- 
tions between the primary and secondary producers 
in nearly every country and placed a severe strain 
on the economic relations between raw material 
countries and those which exported finished goods. 
Between 1929 and 1931 the cost of the imports of 
the former rose approximately 30 per cent in terms 
of their exports; in two years the real burden of 
servicing their external debts increased by about 
40 per cent. These abrupt changes quickly caused 
a number of breakdowns in the mechanism of 
international finance. Australia, New Zealand, and 
most of the Latin American countries were soon 
forced off the gold standard. The failure of the 
Austrian Kredit-Anstalt in the spring of 1931, 
which revealed the precarious situation in South- 
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eastern and Central Europe, started a succession 
of financial crises which sent the world headlong 
down the incline of depression. There was an 
immediate drive to liquidate the short-term foreign 
loans in Central Europe, especially Germany. The 
run on foreign funds brought on the failure of a 
number of important German banks, and the entire 
German financial system began to totter. In order 
to prevent complete collapse, Germany instituted 
a rigid control of her foreign exchange, obtained 
a “standstill” agreement with her short-term 
creditors delaying the withdrawal of funds, sought 
and secured a postponement of reparation pay- 
ments and imposed further restrictions upon 
imports. Standstill agreements and _ similar 
measures were applied in other Central European 
countries. Following these events the financial 
crisis shifted to London. 

The overvaluation of sterling and Britain’s 
declining share of world trade had progressively 
weakened her financial position. Partly as a result 
of this condition London was both a large borrower 
and lender of short-term funds. As the general 
uneasiness became acute, foreign deposits were 
rapidly withdrawn from London. ‘These with- 
drawals were possible only so long as British loans 
in Central Europe could be liquidated. When these 
became “frozen” the drain could no longer be met 
and the pound was forced off the gold standard. 
The British abandonment of gold in September, 
1931, was temporarily at least, a severe blow. 
Credit conditions tightened everywhere and inter- 
national lending ceased altogether. The sharp fall 
in the gold value of the monetary unit of the 
biggest import market in the world pushed prices 
in terms of other currencies, particularly prices of 
foodstuffs and primary commodities, further down 
the deflationary spiral. The pressure on debtor 
countries and on exporters of raw materials and 
agricultural commodities was intensified. This 
brought another wave of nationalistic measures to 
protect the exposed economic and financial struc- 
tures against collapse. Many of the countries 
which had close economic relations with Great 
Britain, namely the Scandinavian countries, most 
of the British Empire, Egypt and Portugal, followed 
her off the gold standard immediately. Between 
September, 1931 and the middle of the next year, 
seventeen countries departed from gold. Nearly 
thirty countries established controls over their 
foreign exchanges. ‘The disorganization of inter- 
national finance and the continued decline in gold 
prices were accompanied by an increase in restric- 
tions to trade. In addition to the raising of tariffs 
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in nearly every country on the globe, there was a 
virtual stampede in the adoption of import quotas, 
licensing systems, import monopolies, milling regu- 
lations, ete. Great Britain, long the stronghold of 
free trade, succumbed to a system of moderate 
protection. Under the growing paralysis caused 
by these measures the value of international trade 
fell precipitously. The economic world lay pros- 
trate and apparently helpless under a succession of 
disasters. 

By 1933 the value (in terms of pounds sterling) 
of world trade had fallen nearly 50 per cent from 
the level of 1929. About half of this contraction 
was due to the fall in prices and half to the 
shrinkage in volume. These decreases, because of 
their nature, fell with particular severity upon the 
debtor countries and the exporters of primary 
commodities. In order to maintain solvency 
supplies were pressed upon the export markets 
intensifying the disproportionate decline in prices. 
The volume of world trade of foodstuffs and raw 
materials dropped only 15 per cent, compared with 
a decrease of 40 per cent in manufactures. The 
prices of the former, however, fell about 15 per 
cent lower (from 1929) than the latter. The effects 
upon agricultural exporters of import restrictions 
and the attempts to attain self-sufficiency are 
illustrated by the fact that, while in 1933 the total 
world production of foodstuffs was slightly greater 
than in 1929, world trade in these commodities 
had fallen by nearly a fifth. The agricultural 
crisis together with the strangulation of trade and 
the widespread dislocation of the international 
exchanges were the major factors contributing to 
the unusual severity of the depression. At the 
bottom of the decline world industrial production 
had fallen 37 per cent from 1929. Three out of 
every ten of the world’s industrial wage-earners 
were out of work. 


Recovery—failure of international efforts and 
intensification of economic nationalism 


It seemed to be impossible to overcome the 
international economic anarchy which so intensified 
and prolonged the slump. The failure of the World 
Economic Conference of 1933 emphasized the 
apparent futility of the attempts to promote 
recovery through international co-operation. Each 
country turned to its own national policies to bring 
about economic revival. Everywhere defences were 
thrown up to shield the national economies against 
depressing or limiting external influences. Great 
Britain sought to stimulate recovery by a policy 
of easy money behind an exchange depreciated 


against the gold bloc, encouragement to home 
investment by the restriction of foreign and gov- 
ernmental assistance to housing, moderate protec- 
tion to industry and protection and subsidies to 
agriculture. The Scandinavian countries and the 
British Dominions likewise tried to promote easy 
money, price raising and investment, behind 
depreciated exchanges and greater restrictions , 
against imports. The United States endeavoured — 
to raise the internal price level by increasing the — 
price of gold; to remove the disparities between 
agricultural and industrial prices by restricting 
farm output to domestic requirements; to spread 
employment and raise wages by shortening hours, 
regulating competitive conditions, and strengthen- 
ing the power of organized labour; to promote > 
investment by credit expansion and easy money; 
and to increase consumers’ purchasing power by a 
gigantic program of government spending. In 
contrast to the expansionist policies of the nations 
with depreciated currencies, the gold bloc countries 
(chiefly France, Switzerland, Belgium and the 
Netherlands) attempted the vigorous program of 
deflation demanded by the maintenance of the 
gold standard. As the deflation continued con- 
fidence waned, the depression deepened and tariffs, 
import quotas and import licences became more 
and more exclusive. The restrictive measures 
proved unsuccessful and eventually expansionist 
policies were adopted which forced the bloc to 
abandon the gold standard in 1936. The Central 
European countries, particularly Germany and 
Italy, used the methods of the totalitarian state 
to increase employment and to expand economic 
activity. Exchanges were rigidly controlled; 
imports were rationed; prices and wages were fixed; 
profits were limited; the direction of investment and 
industrial expansion were dictated by the state; 
huge public works and armament programs were 
undertaken. 

While the devices of national self-help were being 
employed to hasten readjustments and to promote 
recovery in individual countries, international efforts 
were put forth to improve the position of the raw 
materials which were sold on world markets. Old 
schemes were revived and new ones started, in 
some cases under the aegis of the governments 
concerned and in others merely by direct agree- 
ment among the producers. Eventually, nearly 
every important commodity was subject to some 
form of control. The newly constituted schemes 
generally had greater control over total output than 
those of the past and hence were able to achieve 
their objectives without the same unfortunate con- 
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sequences. Thanks to rising demands they were 
able to work off surplus stocks and to engineer a 
considerable rise in prices. However, very few 
international difficulties were so smoothly overcome. 
The agricultural depression was relieved temporarily 
only by a succession of disastrous droughts in North 
America. The most pressing problems of interna- 
tional indebtedness were solved mainly by arbitrary 
and unilateral methods. A number of countries 
in Latin America and South Eastern Europe 
suspended the services on their external debts. The 
large inter-governmental payments on account of 
War debts were defaulted. The attempt to collect 
reparations had to be finally abandoned. 


The national efforts, the reduction in the weight 
of unproductive debts, and to some extent the 
restriction schemes achieved a considerable success 
in promoting recovery. Expansionist policies and 
easy money helped to raise prices; inventories were 
depleted, capital equipment had worn out and 
needed replacement, technical improvements accum- 
ulated, costs were reduced, the buying of durable 
consumers’ goods revived in the United States and 
an armaments boom got under way in Europe. 


Economic Isolationism and _ Self-Sufficiency— 
reduced importance of world trade and 
unfavourable circumstances of debtor coun- 
tries and exporters of foodstuffs 


In 1937 world industrial production was greater 
than and world industrial employment was about 
equal to that of 1929. The price disparities 
between agricultural products and raw materials on 
the one hand and manufactured goods on the other 
had disappeared. However, during the eight years 
the structure of the world economy had changed 
significantly. The level of economic activity in 
Germany, Great Britain, Sweden and Japan was 
from 15 per cent to 40 per cent higher than in 
1929, whereas in the former gold bloc countries, 
the United States, and Canada it was still slightly 
lower. While world manufacturing production and 
the production of industrial raw materials were 
nearly 20 per cent greater than the pre-depression 
peak, agricultural production was only 7 per cent 
greater; the production of non-ferrous metals was 
21 per cent greater; wood-pulp 38 per cent greater; 
electricity 47 per cent greater. The new age of 
alloys, plastics, and synthetic textiles brought new 
industries and areas to the fore and left others 
mired in the depression. 
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By 1937 total world production was considerably 
above that of 1929, but the volume of world trade 
was slightly lower. The divergence between world 
production and trade was particularly pronounced 
in the case of foodstuffs and manufactured goods. 
The world exports of wheat were one-third less 
and those of finished articles about one-sixth less. 
The absence of international lending, the height- 
ening of trade barriers as defences against depres- 
sion and the emphasis upon national efforts to 
promote recovery, reduced the importance of foreign 
trade in the world’s economic life. This tendency 
was intensified by the struggle for self-sufficiency 
which arose out of the deterioration of political 
relations between nations and the fear of war. 
The heavy expenditures on armaments reduced the 
amount of foreign exchange available for imported 
foodstuffs and other consumers’ goods. The choice 
between “guns or butter” was dictated first to the 
nations as a whole and then to their individuals. 
The universal limitation to standards of living, 
which was involved in the efforts to attain national 
security, and military power, fell with particular 
severity upon those who had the greatest stake in 
the advantages of international economic co-opera- 
tion—the countries with an overwhelming depend- 
ence upon a few specialized exports. 


2. THE INCIDENCE OF THE DEPRESSION ON CANADA 


Impact of World Depression—its full force falls 
upon Canada’s staple exports; the drastic 
slump in agricultural and raw material prices 


The implications of the nature and extent of the 
world depression to Canada are obvious. The 
effects upon this nation, which obtains over one- 
third of its national income directly from abroad 
and two-thirds of whose exports consist of raw 
materials, were extremely drastic. For upwards of 
thirty years external influences and_ technical 
changes had played favourably upon Canada’s 
resources and produced an era of almost unbroken 
expansion and prosperity. The Canadian economy 
had become delicately geared to the increasing 


foreign markets for foodstuffs, newsprint, lumber 
,and minerals. 
modities a large and expensive transportation 


For the production of these com- 


system was built and huge amounts were invested 
in power projects, processing plants, implements 
and machines. Much of the capital required for 
the provision of this immense equipment was 
borrowed from other countries. The application 


_of this capital and of advanced techniques to virgin 


} 
| 


_ resources became the principal basis of our economic 


life. It involved a narrow specialization in the 
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production of a few export staples, heavy fixed 
charges, and a precarious dependence upon the 
commercial policies of other countries. 

As long as the conditions of international trade 
were favourable, specialization yielded a high 
standard of living and heavy commitments were 
undertaken with great confidence. Our social and 
economic institutions became closely related to the 
nature of the economy and rested on the condition 
of continuous expansion. When the bases for 
progress along the old lines disappeared and the 
full force of the world depression fell upon our 
specialized exports, the problems of adjustment 
were extremely difficult. Canada’s political, public 
finance and economic organizations were not 
adapted to deal with sharp and prolonged economic 
reverses. When a specific and _ co-ordinated 
program was required, there was bewilderment; 
when positive action was needed there were only 
temporizing and negative policies; when a realiza- 
tion of the far-reaching effects of the altered circum- 
stances was demanded, there was but faith in the 
speedy return to the old conditions of prosperity. 


The general vulnerability with which Canada 
entered the world depression was intensified by a 
number of particular circumstances. The market 
situation for the two leading exports, wheat and 
newsprint, was especially weak. The unusually 
large world and Canadian wheat crops of 1928 
created a burdensome surplus which threatened a 
slump in prices even before the depression began.1 
As world agriculture was rapidly approaching a 
crisis, this factor was particularly menacing. By 
1929 Canadian newsprint capacity was over- 
extended and the price situation was very unstable. 
Since Canada supplied 40 per cent of the world 
exports of wheat and 65 per cent of the world 
exports of newsprint, she would suffer the full 
impact of unfavourable developments. 


In addition to the dark outlook for the two 
principal exports, there was the over-extended 
condition of the internal credit structure. Canada 
was closely affected by the investment and 
speculative boom in the United States. Her citizens 
participated extensively in the New York stock 
market and assumed large capital commitments 
with typical North American optimism. These 
tendencies were facilitated by the nature of the 
Canadian monetary system which was without 


1 Between August 1, 1928 and August 1, 1929 the world wheat 
carrvover rose from 697 million bushels to 957 million bushels. 


anchor and without control.2 Under the Finance Act 
the Canadian banks were able to extend their loans 
and increase the money supply without reference 
to the restrictions of the gold standard, which in 
fact had to be abandoned as early as the end of 
1928. Consequently, in the atmosphere of the 
time, credit was over-expanded giving rise to much 
speculative and inflationary activity. Wage- 
earners were thus drawn into the capital goods 
industries in undesirably large numbers and when 
the depression struck the problem of unemployment 
and the shock to confidence was all the more severe. 

The decline in world economic activity and 
prices was immediately communicated to Canada 
and her weaknesses were quickly exposed. 


TABLE 41— THE DeEcLINE IN Export PRICES AND 
Economic Activity, 1929-33 


Index of 
Index of | Industrial 
Wholesale] Employ-| Produc- 


The Export 
oe Prices of | Prices of All 
17 Major Farm 


Exports | Products| Prices | ment) tion) 
1929 July....... 100 100 - 100 100 100 
1930 June...... 82 70 90 93 80 
1930 December 66 42 80 87 74 
1931 June...... 62 42 74 83 64 
1931 December 61 41 72 80 61 
AQS2 June cay ee 54 37 68 72 59 
1932 December 47 30 66 67 52 


®) Includes Wheat, Barley, Potatoes, Cheese, Bacon and Cattle. 
b) Dominion Bureau of Statistics Index of Employment. : 
(se) Dominion Bureau of Statistics Index of Industrial Production. 


It was the sharp fall in export prices which 
pushed Canada down the incline of depression. The 


. level of export values was directly the basis of 
‘ the income of a large section of the economy; it 


determined the incentives for capital investment 
and the size of the market for the protected 
manufacturing industry. When these values shrank, 
the repercussions were widespread. In twelve 
months (January, 1980 to December, 1930) the 
average of the prices of 17 major exports fell 30 
per cent; wheat was down 57 per cent, cattle 36 
per cent, copper 38 per cent, dried codfish 31 per 
cent, and lumber 20 per cent. The factors which 
were responsible for these sudden and drastic 
declines became increasingly unfavourable as the 


2“An examination in the light of contemporary conditions of 
the rates charged from time to time on Finance Act advances 
suggests that these rates were not used as an instrument of credit 
expansion and contraction, but were mainly varied to meet the 
exigencies of the Dominion Government’s finances. The volume 
of advances was not subject to the restriction of a gold reserve. 
The Treasury Board did not assume the responsibility of ensuring 
that the uses made of the Finance Act were consistent with the 
requirements of a convertible currency. The banks, on the other 
hand, which could take the initiative of expanding the credit base 
through advances of Dominion notes under the Finance Act, were 
under no obligation to use this initiative in maintaining the gold 
standard. Thus the Finance Act did not provide Canada with the 
organization needed to undertake the tasks which the mainten- 
ance of the restored gold standard implied.” Report of the Royal 
Commission on Banking and Currency in Oanada, 1933, p. 59. 


world depression deepened. Agricultural products 
particularly were dealt a succession of hard blows. 
In 1930 the German, Italian and French tariffs 
against wheat were raised to the prohibitive levels 
of $1.62, $1.07 and $0.85 per bushel respectively. 
Later such duties were supplemented by all manner 
of quantitative restrictions which almost completely 
closed these important markets and decreased the 
export outlets by upwards of 150 million bushels 
a year. During 1930 the currencies of Canada’s 
principal competitors in the wheat market, Australia 
and Argentina, began to depreciate rapidly. When 
Britain abandoned the gold standard and the 
monetary unit of the largest purchaser of wheat 
went to a discount in terms of Canadian dollars, 
Canada’s disadvantages were intensified. By the 
end of 1932 the Australian pound and the Argentine 
peso were 46 per cent and 40 per cent, respectively, 
below their former gold parities. Furthermore, 
during 1930-32 Russia suddenly pushed large 
supplies of wheat into the world market, the 
Danubian countries began to subsidize exports, and 
the United States Federal Farm Board started to 
unload its stabilization holdings. In December, 
1932 the Winnipeg wheat price fell to 38 cents per 
bushel, the lowest in history. The agricultural 
problem was generally aggravated by the Hawley- 
Smoot Tariff of 1930. During the twenties an 
important export business in cattle and potatoes, 
and a border trade in milk and cream was done 
with the United States. The new tariff rates put 
an end to these and the surplus production flooded 
the domestic market. By February, 1933, the 
average of all Canadian farm prices had fallen 
nearly 60 per cent from 1929. 


Primary products other than those of agriculture 
suffered similar, if not quite such drastic, price 
declines. The producers of lumber were especially 
affected by the sharp curtailment in construction 
activity. Furthermore, the free entry of lumber 
into the United States was terminated by the tariff 
of 1930 and the high duty imposed by the Reveriue 
Act of 1932.4 In the British market the Canadian 
exporters faced increasing competition from Russia 
and the Baltic countries, which with the depreciation 
of their currencies after 1931, had an exchange 
advantage. 


8 Between 1929 and 1933 the exports of cattle to the United 
States fell from $13,800.000 to $400,000, of milk and cream from 
$5,700.000 to $40.000, and of potatoes from $3,800,000 to $700,000. 

hese declines were partially due to the general fall in prices and 
the decrease in United States consumption, but the higher tariffs 
were undoubtedly the main cause. 


*The exports of Canadian lumber and timber to the United 
oo dropped from $58.6 million in 1929 to $13.1 million in 


Wear 
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As in the case of lumber, the exports of base 
metals were heavily dependent upon the world boom 
in ¢apital investment. When this boom broke and 


yn buying of automobiles and electrical appliances 


‘was abruptly curtailed, the consumption of these 
(metals dropped precipitously. 5 At the same time, 
“a large amount of new, low-cost, productive 
capacity arising from projects initiated earlier, and 
based on improved processes and new discoveries, 
was just coming into operation. The cartels were 
unable to control output, stocks piled up and prices 
slumped disastrously. The 4 cents per pound duty 
on copper, imposed by the United States in 1932, 
depreciated currencies, and the efforts of European 
countries to promote domestic production by means 
of tariffs, quotas and subsidies, contributed to the 
unfavourable circumstances. Canada, however, was 
in a relatively advantageous position. She had a 
virtual monopoly of nickel and a fixed price was 
maintained. Nearly all the copper, lead and zine 
were produced as by-products of nickel, gold or 
silver, or vice versa. Furthermore, a number of 
large capital programs for new and extended mining 
and refining operations involving the latest low-cost 
processes were just being completed as the depres- 
sion broke. Nevertheless, with the fall in copper, 
lead, zine and silver prices to less than half of the 
1926-29 averages,export values contracted sharply. 

In the case of newsprint, 85 per cent of the market 
was in the United States where the depression was 
particularly severe. Between 1929 and 1933 United 
States consumption of newsprint fell 30 per cent 
while Canadian productive capacity increased by 
nearly 20 per cent. Under the peculiar conditions 
of the newsprint market and the financial organiza- 
tion of the Canadian newsprint industry these 
changes wrought havoc with the price structure. 
On the supply side there were relatively few and 
unorganized producers, each with a heavy bonded 
debt, to whom the maintenance of volume was 
extremely important.6 The demand side was 
dominated by a few powerful organized buyers 
whose requirements were decreasing. The sellers 
had to keep up output in order to meet the large 
fixed charges and avoid bankruptcy. The buyers 
took advantage of this situation and because of 
mutual distrust and divergent interests, the Cana- 
dian producers were unable to maintain a united 
front against the united pressure of the buyers. 
Consequently, the price tended to be forced down 


5 Between 1929 and 1932 the world consumption of nickel fell 
52 per cent, of copper 46 per cent, of lead 37 per cent, of zine 42 
per cent. 

6 Even at the 1929 price the industry had to operate at 80 
per cent of capacity in order to meet its full interest charges. 
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to the out-of-pocket operating costs leaving little 
or no margin for fixed interest charges. In 1933 
the Canadian newsprint industry was working at 
53 per cent of rated capacity, the price 7 had fallen 
nearly 40 per cent (from 1929), and seven companies 
representing 50 per cent of the total Canadian 
capacity had defaulted on their indebtedness and 
were bankrupt. 

The depression added greatly to the unfavourable 
circumstances which have long harassed the Atlantic 
fishing industry. Beginning in 1930 the world’s 
largest importers of dried cod, Spain, Portugal and 
Italy, imposed prohibitive trade restrictions which 
severely curtailed consumption. The purchasing 
power of Canada’s important outlets in the Latin 
American countries, which was tied to coffee and 
sugar, was drastically reduced.8 In these markets 
there was also increasing competition from the 
subsidized exports from Europe and from the 
British, Norwegian and Icelandic producers whose 
currencies had depreciated further than the Cana- 
dian dollar. The trade agreement (1926) with the 
British West Indies was of little assistance to the 
Nova Scotia fishermen since Newfoundland enjoyed 
the same preferences. Furthermore, this treaty 
which transferred Canadian sugar purchases entirely 
to Empire sources,? practically closed Canada’s 
important outlet for fish in Cuba. The fresh fish 
trade with the United States and Central Canada 
suffered considerably from the low prices for 
substitute foodstuffs, meat, eggs and dairy products. 
At the bottom of the depression the average of 
the export prices of Canadian fish was cut in half; 
the price of dried cod was down nearly 70 per cent. 

By 1933 the average of all Canadian export 
prices (except gold) had fallen 40 per cent from 
1929. This drop was nearly one-fifth greater than 
the fall in the cost of imports and 10 per cent 
greater than the fall in the general wholesale price 
level. The important staples of agriculture and 
Atlantic fisheries suffered the most drastic declines. 


TABLE 42.—CANADIAN Export Prices, 1929-33 


All ; Dried 

— Exports | Wheat | Cattle |Lumber News- Copper Cod- 
(ex. gold) print fish 
1929 100 100 100 100 100 100 100 
1930 84 70 87 87 100 75 82 
1931 66 44, 59 75 91 50 56 
1932 60 41 46 67 79 38 44 
1933 60 45 37 68 62 44 42 


7¥.0.b. Canadian mills. 

8 Between 1929 and 1933 the exports of raw sugar from Cuba 
fell from $178 million to $39 million, and coffee from Brazil fell 
from $327 million to $127 million. 

®The sugar preferences in the British West Indies Treaty 
were extended to the other Empire countries. 


Effects of Severe Decline in Export Prices—sharp 
increase in burden of external interest pay- 
ments, increase in real cost of imports, and 
drastic curtailment of construction activity 


The result of the steep fall in export prices was, 
of course, to reduce sharply Canada’s income from 
abroad. ‘This reduction, aside from its other far- 
reaching effects, greatly increased the burden of 
external obligations. The Canadian economy was 
like a huge bonded corporation in which the export 
producers held the equity interest. The large 
amount of capital required (for railways, canals, 
power plants, community equipment and factories) 
for the most profitable exploitation of its domain 
was most rapidly obtained by the sale of bonds to 
foreigners. The first charge on the income (exports) 
consisted of the interest on this bonded debt; the 
export producers received what was left and, there- 
fore, this remainder rose and fell with the corre- 
sponding changes in export prices but at a much 
faster rate. Hence it was very large when prices 
were high and extremely small when prices were 
low. Those farthest out on the long arm of this 
lever were the farmers, the fishermen, the lumber- 
men and the miners, in whose rigid costs (freight 
rates, taxes, mortgage interest and cost of equip- 
ment) the fixed interest charges were expressed. 

In 1930 about 40 per cent of all the capital 


_ invested in Canadian business (excluding farms) 
and government securities was owned abroad. Over 


one-half of this total Canadian capital was in the 
form of bonded debt of which about two-fifths was 
held in Great Britain and foreign countries. Since 
the residents of other countries had provided such 
a substantial part of our total capital, they natur- 
ally had a substantial claim on our total income. 
These claims could be met only by the exports of 
goods and services, the prices of which would 
determine the weight of the burden. At the bottom 
of the depression this burden had increased by 40 
per cent. In 1928-29 external interest obligations 
and dividends absorbed less than one-sixth of the 
total receipts from the exports of goods and services; 
in 1932-33 they took one-third. During the former 
period over $1,500 million was left annually after 
interest and dividend payments; in 1932-33 this 
had fallen to less than $580 million. Canadians 
had lost one billion dollars of income from abroad 
with which they formally bought goods and services 
from other countries. Furthermore, the real cost 
of foreign goods had risen. In 1933 nearly one-fifth 
more of Canadian exports were required to buy the 


same quantity of imports as in 1929. 
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TaBLE 43.—CaNapDIAN PAYMENTS AND. RecErIpts rrom ABRoap'®) 
(Millions of Dollars ) 


PayMENTs ABROAD 


REcEIPTS FROM ABROAD 


Available Receipts Receipts 
—_— for the Monetary from from 
Interest Net Purchase of Total Total Gold Net Commodity | Investments 

_and Capital |Commodities| Payments(*) | Receipts(*) | -+ Export Capital Exports Abroad 

Dividends Exports an — Import Imports and Freight 
Services Tourists® and Other 

19287 Ss 274 82 1,530 1,886 1,930 + 49 — 107. 210 
> Ra 322 _ 1,639 1,961 1,933 + 37 168 1,516 212 
| aE 348 — 1,276 1,624 1,653 — 36 315 1,193 181 
TOSDE sos. 330 _ 826 1,156 1,116 + 33 36 902 145 
LES yep ee eed 301 11 610 922 891 + 3 _ 775 113 
LOSS eer ertier: 263 32 559 854 844 + 6 _— 731 107 


® Compiled from The Canadian Balance of International Payments, 1939, The Dominion Bureau of Statistics, Tables 40-51. 


tb) Includes exports of non-monetary gold. 


e) The differences between total receipts and payments are due to errors and omissions in the estimates. 


An immediate effect of the slump in export 
prices was the drastic curtailment of construction 
activity. A large part of the capital investment 
of the twenties was directly concerned with increas- 
ing the capacity and efficiency of the export indus- 
tries, i.e., railways, hydro-electric power, pulp and 
paper plants, development of non-ferrous metal 
mines, etc. When the profitability of these indus- 
tries was sharply reduced the incentives to embark 
on new ventures disappeared. The value of con- 
struction contracts awarded in 1933 was one-sixth 
as large as in 1929 and nearly two-thirds of the 
thousands of workers formerly engaged in construc- 
tion were out of work. i 
Great Disparities in Incidence of Depression— 

burden fell on unemployed, primary producers 
and investors in equities; effects of immobility, 
specialized activity, rigidities of interest and 
wages, monopolistic conditions, tariffs 


The impact of the loss of export income fell 
most directly upon the export producers and the 
construction and engineering trades. From these 
it spread in widening circles throughout the 
economy. 

The manner in which the losses were distributed, 
however, was anything but uniform. The unequal 
incidence of the burden on the different groups and 
regions in the country was the outstanding feature 
and the basis of the most serious problems arising 
out of the depression. The extent to which the 
disturbances in one sector of the economy may be 

8335—103 


shifted to others depends upon the flexibility of 
prices and costs and the mobility of labour and 
capital. In these respects the Canadian economy, 
is highly rigid. Canadian economic life rests on | 
the specialized exploitation of a few natural resources | 
whose products are exchanged in the international | 
market for the many manufactures, raw materials, 
and services which enable Canadians to enjoy a 
high standard of living. When the export markets 
shrink the climate and limited variety of resources 
preclude the development of alternative occupations. 
The huge amounts of capital in the export industries 
cannot be transferred to other uses. Furthermore, 
much of the capital is in the form of fixed commit- 
ments. Over one-fifth of all the capital in Cana- 
dian private industry is bonded debt. Nearly 30 
per cent of the capital invested in the farm prop- 
erty of the Prairie Provinces is money borrowed 
in one way or another at contractual interest rates. 
In addition there are the outstanding debts of 
Canadian governments which amount to the sub- 
stantial figure of $707 (1937) per capita. Alto- 
gether Canadian industry and governments have 
to meet a fixed interest bill of about $500 million 
annually. The decline in the cost of living sub- 
stantially increased the real value of such fixed 
interest payments but none of the depression 
burdens could be shifted (except by taxation on a 
national scale) to the recipients of this income 
without default and bankruptcy.1° 


10 Reductions in interest charges are possible by refunding and 
voluntary conversions but these are dependent upon special 
circumstances and usually take place with a considerable lag. 
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Taste 44.—Fixep INTEREST CHARGES AND THE 
NATIONAL INCOME, 1929-33 


Bond interest 


Bond interest. and interest 


and interest 


The real on farm Lahaina 
value of mortgages ea ivedity 
The the average | received by Canadian 
— National rate of Canadian idividuala 
Real interest individuals aed vaid 
Income) paid on as a pea aeity 
Government | percentage t 
debt ©) of the Pee 
National Ne ti S i 
Income seU NP 
Income 
1929 = 100] 1929 = 100 % % 
1929 Fey 100 100 3-1 6°5 
1930........ 89 100 3°8 7-9 
OSTA ee. 83 108 4-5 9-6 
LOS2 Ne nea 74. 119 5-6 11-6 
1983) ee. eee 72 123 6-2 12-6 


) The indices of the national money income divided by the Dominion 
Bureau of Statistics indices of the cost of living. 

b) The indices of the average rate of interest paid on the outstanding 
duble of the Dominion and the provinces, divided by the Dominion 
Bureau of Statistics indices of the cost of living. 

(e) Includes investment income of life insurance companies accruing 
to policy holders. 

While fixed interest charges are an onerous 
burden during periods of declining values, rigid 
wage rates are perhaps far more productive of 
strains and dislocations since they comprise a much 
larger share of the total cost of production. Wage 
rates and salaries, particularly in the skilled and 
semi-skilled trades and professions, have every- 
where become extremely inflexible. The mainten- 
ance of wages during periods of shrinking purchasing 
power resulting from the fall in export incomes or 
the collapse of investment means that prices cannot 
be reduced to the levels at which the product of 
industry at full employment may be sold. The 
necessary adjustment is, therefore, made by a reduc- 
tion.in the volume of output which deprives a 
large number of workers of their jobs. Thus the 
burden is thrown on the unemployed, who have 
completely lost their income, and on the primary 
producer, the prices of whose products have fallen 
sharply, while the things he purchases (services 
and manufactured goods) have not. 

On the average, employed wage-earners and 
persons receiving salaries suffered no reduction in 
real income. Most of the workers in the skilled 
trades, the professions and the white-collar occupa- 
tions who retained their jobs actually enjoyed a 
considerable improvement in their real position. The 
losses were completely borne by the 500,000 to 


TasBLE 45.—THE INCIDENCE OF THE DEPRESSION, 1929-33 


Average Pur- 
annual chasing Real 
The Real reai Number | power of | value of 
_— National | wages, | salaries of un- farm |dividends 
Real mainly {and wages|employed| products | received 
Income inthe | received wuge- in terms ) 
per skilled by all |earners@ | of manu- | stock- 
capita® | trades) | employed factured | holders 
wage- goods () 
earners 


ee J | | | | | a 


(000) 1929 = 100/1929 = 100 


1929..... 100 100 100 107 100 100 
1930... 87 101 97 341 87 111 
1931..... 81 108 102 442 70 102 
1932) 71 111 105 639 64 77 
193307 68 111 102 646 67 72 


) Indices of the national money income per capita divided by the 
Dominion Bureau of Statistics indices of the cost of living. 

(>) Dominion Department of Labour indices of wage rates divided by 
the Dominion Bureau of Statistics indices of the cost of living. 

(ce) Annual average salaries and wages were obtained by dividing total 
salaries and wages paid out as estimated in the Commission's study on 
National Income by the total number of wage-earners employed receiv- 
ing salaries and wages as estimated by the Dominion Bureau of Statistics. 
(Canada Year Book, 1939, p. 812). The resulting averages were converted 
to indices and divided by the Dominion Bureau of Statistics indices of 
the cost of living. 

(4) Dominion "Bureau of Statistics estimates, Canada Year Book, 1939, 


12. 

(e) Indices of dividends paid to Canadian stockholders by Canadian 
and foreign corporations, divided by the Dominion Bureau of Statistics 
indices of the cost of living. 


600,000 unemployed who depended on past savings 
and private or government charity, by the farmers 
and other primary producers, and by the investors 
in common stocks, and others who received the 
profits of industry and trade. 

While fixed interest charges and the inflexibility 
of wages were important factors in the rigid prices 
and costs which spread the losses of the depression 
so unequally, they were by no means the only ones. 
Business organization has everywhere become 
increasingly monopolistic. In Canada industry, 
commerce and finance are highly centralized and in 
many branches a few enterprises dominate the field. 
Under such conditions the maintenance of prices 
is possible in the face of declining demands. The 
monopolistic producers may consider that they are 
better off by selling less at higher prices than by 
selling more at lower prices. Consequently, the 
burden tends to fall upon the workers who lose 
their jobs through the reduction in output and on 
the exporters whose costs are thus held rigid while 
their prices on world markets are sharply reduced. 

/&n important condition of monopolistic practices 


‘and of the rigidity of certain prices is the absence 


of foreign competition. Such competition is limited 
mainly in two ways: artificially, by protective tariffs 
and import regulations; naturally, by the costs of 


ae 


transportation and the necessity for rendering the 
services or producing the commodities on the spot 
as in the case of trade, banking, professional 
services, government services, the production of 
bread, milk, etc. Industries which are artificially 
or naturally sheltered, selling only or principally in 
the domestic market, can adjust their prices to costs, 
whereas the exporters have to adjust their costs to 
the prices they can get on the world market. Since 
the prices of the protected industries determine in 
part the costs of the exporters, it is clear that the 
latter are in an unenviable position. 


The Canadian manufacturing industry, except 
that portion of it engaged in the processing of 
export staples and certain naturally sheltered 
branches, grew up behind a protective tariff. The 
steep increase in duties during 1930 and 1931 and 
the intensification of administrative restrictions 
greatly widened the scope for the maintenance of 
prices. The exporter and the raw material producer 
could get little relief from a reduction in costs 
forced by external competition. 


TaBLE 46.—INDICES OF SHELTERED AND EXPOSED PRICES 


1929 = 100 
Prices 
Cost of Tariff All 
_ of Protected | Wholesale | . Export Farm 
Living® Manu- Prices®) Prices®) Prices® 
factured 
Goods) 
1929....<... 100 100 100 100 100 
1930;........ 99 93 91 84 82 
1OSTE vases 90 88 75 66 56 
1932 eatceas 81 86 70 60 48 
1983 .ccniees 78 86 kde 70 60 51 


6) Dominion Bureau of Statistics Indices. ; 

(>) Includes all iron and steel products, manufactured textiles, boots 
and shoes, chemicals and allied products, glass and its products, cement, 
gasoline and pottery. 


The higher tariffs imposed early in the depres- 
sion were effective in diverting an important part 
of total demand from the foreign to the home 
producer. Consequently the Canadian manufac- 
turer had a considerable cushion against the con- 
tracting market. Total salaries and wages in the 
tariff-protected manufacturing industry fell propor- 
tionately much less than earnings in many other 
occupational classifications. 

The naturally sheltered industries and occupa- 
tions were even more thoroughly shielded against 
the losses of the slump. The costs of many 
professional and personal services, and of the 
distributive and administrative overhead of the 
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country, could not be sharply reduced. With the 
decline in the cost of living, most of those engaged 
in these services were better off in 1933 than in 
1929. Far from assuming any considerable part 
of the depression burdens, they received a consider- 
able increment in their share of the national income. 


TABLE 47.—THE UNEQUAL INCIDENCE OF THE DEPRESSION 
ON THE EXPOSED AND SHELTERED Groups, 1929-33 


Salaries | Salaries 
Salaries an and 

Net and Wages in | Wages in 
Income | Wagesin Manu- the 


of Selected | Sub-total | facturing |Naturally| Sub-total 


Farmers | Export mainlyde-|Shel tered |—————— 
- asa Industries} Exposed | pendent |Industries|Sheltered 
per- asa {Industries} on Tariff| and Oc- |lndustries 
centage | percent- Protec- | cupations 
of age of tion as | asa per- 
National | National percent- | centage 
Income® | Income) age of of 


National | National 
Income | Income@ 


—— | | J | | | 


% % To 7% 7% % 
1929..... 15 8 23 14 29 43 
1930... 10 8 18 15 31 46 
1931..... 6 7 13 15 33 48 
1982... 5 7 12 15 35 50 
1933..... 7 7 14 15 35 50 


) It should be noted that an important cause of the steep decline in 
agricultural income was the drought in the Prairie Provinces. However, 
in 1932, when agricultural income reached its lowest point, the crop on the 
Prairies was the second largest in history. 

(b) Includes salaries and wages in agriculture, logging, primary mining, 
flour mills, fish curing and packing, pulp and paper, saw-mills and non- 
ferrous metal smelting and refining. 

(e) Salaries and wages in all manufacturing, excluding central electric 
stations and the industries included in ©, , 

(@) Includes salaries and wages in transportation and communication, 
merchandising, government and education, banking, insurance and the 
professions. 


Another important influence determining the 
incidence of the depression was the differing 
behaviour of the demand for capital and con- 
sumers’ goods. One of the main factors in the 
collapse of the boom was the sharp curtailment 
of construction activity. The undertaking of large 
projects virtually disappeared, and the building of 
houses, the purchase of machinery and equipment, 
and normal maintenance and repair expenditures, 
were drastically reduced. In the psychological 
atmosphere of the depression everything that was 
not immediately necessary was postponed. Hence 
the industries producing the goods required for 
capital investment suffered a severe reduction in 
demand. On the other hand, the consumption of 
food, clothing, fuel, etc., could not be substan- 
tially cut. down regardless of the uncertainty, lack 
of confidence or shrinkage of income. The indus- 
tries producing consumers’ goods were thus able 
to maintain a relatively high level of output. The 
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closer the industry is to supplying the basic 
necessities of life, the more constant is the demand. 
At the other extreme, consumer buying of luxuries, 
semi-luxuries and durable goods such as furniture, 
automobiles and electrical appliances, is almost as 
unstable as investment. The greater the proportion 
of the national income which is devoted to the 
purchase of the latter classes of commodities, the 
greater are the possible economic fluctuations. 
Canada, with her high standard of living, was 
especially vulnerable in this respect. On the whole, 
however, the consumers’ goods industries bore 
relatively little of the depression burdens. 


TABLE 48.—INDICES OF THE PRODUCTION OF CONSUMERS’ 
AND Propucers’ Goons, 1929-33 


Producers’ 
—_— Consumers’ Goods, 
Goods® (mainly capital 
goods) ) 
TIO Settee ener Mat TRe Vai Sofi lebas 100 100 
PO Ge ceatiete oe alana Us Ma 93 83 
ROBEY rN toe oleate ad eter aetnete 89 62 
1 oF a ENR aR LCP OM ee 82 46 
LO SGere et ee cece it Wise 84 48 


®@) Dominion Bureau of Statistics Indices. 


Disparities in Incidence of Depression on Different 
Regions—loss of income most severe in Western 
Canada, declines range from 72 per cent in 
Saskatchewan to 86 per cent in Nova Scotia 


The incidence of the depression on the various 
regions and provinces was determined by their 
relations to the factors discussed above. Owing 
to the rigidity of wages, fixed interest charges, 
monopolistic practices, the effects of protective 
tariffs, the importance of highly specialized activity, 
and the immobility of capital and labour, there 
was no reason to expect anything approaching a 
uniform distribution of losses. 

The depression burdens which could be shifted 
only with great difficulty, in the end fell almost 
completely on the exporters, the unemployed, the 
investors in defaulted farm mortgages, and the 
receivers of income from equities. In Central 
Canada and Nova Scotia, where the amounts 
obtained from salaries and wages in tariff-protected 
and naturally sheltered occupations and from fixed 
interest investments were relatively the greatest, 
the total incomes fell least. In Western Canada, 
where the proportions of the receipts from export 


‘TaBLE 49.—DeEpression Decreases IN Ner Money 


INCOME 
Percentage 
Change 
1932-33 
—_— Average 
Income from 
1928-29 
Average 
Income 
% 
Agriculture—Prainies his ieore 2 ide fe ihie foes f — 94 
Fisheries i.) reper ys we sie oak tree ad sc gsc eee lentes — 72 
Salaries and Wages in Construction.............. — 68 
Agriculture—Eastern Canada and British Columbia — 64 
Salaries and Wages in the Exporting Industries®. . — 50 
Total National Income. ..i4 51... ae ss ca ee meme — 41 
Dividends received by Stockholders.............. — 40 
Salaries and Wages in the Protected Manufacturing 

Industries mies sera chal spits et) ceulel euetenene — 37 
Income of Small Business men and the Professions— 

Individual Hnterprisers i)... cc's sisson — 36 
Salaries and Wages in the Sheltered Occupations. . — 30 
Miscellaneous Income®,..................00e0e — 18 
Bond Interest, Property Income from Life Insur- 

ance and Interest on Farm Mortgages received 

by Individuals meni viele oe paciule er aetrats +13 


«) Includes salaries and wages in agriculture, logging, primary mining, 
flour mills, fish curing and packing, pulp and paper, saw-mills and non- 
ferrous metal smelting and refining. 

(>) Salaries and wages in all manufacturing excluding central electric 
stations and the industries included in ©. 

() Includes net income from urban housing and municipal public 
welfare and education. 


production were the highest, the total incomes fell 
most. The Prairie Provinces, almost wholly 
dependent upon the export of wheat, suffered the 
most severe declines. 


Taste 50.—TuHeE DEeEcLINE IN ProvincrAL Per Capita 
INCOMES, 1928-29 To 1933 


achat WENO Per- 

apices? $ per centage 

sable capita Decrease 
Saskatchewan................ 478 135 72 
Alberta canenvdnarerticicas ete 548 D2 61 
Manitobavicr merece seen 466 240 49 
Canad areal Waser naan Anu oe 471 247 48 
British Columbia .2.).0)0.. 05% 594 314 47 
Prince Edward Island......... 278 154 45 
Ontario. NAG Paes eer ne 549 310 44 
Quebeck), FUR ee ee: sie cee 391 220 44 
New Brunswick.............. 292 180 39 
NOVA SCOtA crea de tenon bite 322 207 36 


The large disparities shown in the above table 
are striking testimony of the extreme differences in 
the incidence of the depression and of the great 
problems of public finance and economic policy 
which they created. 
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3. THe Nationat Economic Pouicirs DurInG 
THE DEPRESSION 


The policies of the Dominion had played a 
significant part in determining the direction of 
Canadian economic development and in shaping 
the structure of the economy. The costs and 
markets in every region and industry in the 
country had been basically affected by the condi- 
tions of transportation and by the protective tariff. 
The nature and operation of these policies were 
obviously important factors in the incidence and 
course of the depression. 


_ The policies of Western settlement, all-Canadian 
transportation, and industrialization by DESEO H EH 


tariffs had been designed to promote, and to 
function under the influences of, expansion. They 
had set the stage and in some measure had 
provided the incentives for the activities of private 
enterprise which were counted on to bring general 
prosperity and build an economically integrated 
and united nation. The success of the whole 
scheme depended upon the availability of extensive 


_ virgin resources and expanding foreign markets. In 


1930 when the external influences became extremely 
unfavourable and the supply of new land suitable 
for agriculture had become virtually exhausted, the 
old policies became largely negative. They were 
important conditions under which the economy had 
grown up and under which individuals had obtained 
their opportunities and produced their incomes and 
thus could not be sharply reversed without severe 
repercussions. On the other hand, the nation’s 
prosperity could no longer be maintained simply by 
settling immigrants and subsidizing the construc- 
tion of railways. 


The depression brought a set of problems almost 
entirely new in Canadian experience. Their solu- 
tion or amelioration required new departures, in 
federal policy. Broadly there were two alternatives. 
One was to try to counteract the factors which 
were responsible for the slump by attempting to 
maintain export values, to keep up activity in 
construction, and to prevent prices and costs from 
getting too far out of line. This would have 
involved what, then appeared to be risky and 
unorthodox monetary measures. The other was 
carefully to avoid risky and unorthodox monetary 
measures and to endeavour to maintain income in 
the sheltered and protected sectors of the economy 
by drastic restrictions against imports, by following 
“sound” financial policies which would maintain 
confidence, preserve the public credit both inter- 


\ nally and abroad, and thus facilitate the operation 


of the natural forces of recovery. 
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While there 
could be no absolute certainty about which course 
would hold the total national income at the higher 
level, the latter would widen the disparities in the 
losses falling on the various groups (because of 
the relative increase in exporters’ costs, the increase 
in disparities between price levels and the harmful 
effects on foreign markets) and hence would greatly 
increase the transfers of income which would have 
to be made through the public finance system to 
support the casualties of the unequal incidence of 
the depression. The second alternative describes 
briefly the policies which were actually adopted by 
the Dominion. 


Monetary policy—difficulties and uncertainties of 
currency management in Canada, maintenance 
of equilibrium in balance of payments by tariff 
and orthodox monetary policies, failure to shield 
exporters against drop in external prices 


The failure to take any positive steps to soften 
the impact upon the exporters or to forestall the 
wide disparities which developed arose to a con- 
siderable extent out of the economic difficulties and 
uncertainties which were involved. It must be 
emphasized that this review is made with the 
wisdom of hindsight. It is obvious that after the 
event many things become clear which were not 
so before. The most direct and general attack on 
the problem was in the field of monetary policy, 
where the issues, at least at that time, were 
particularly obscure. Should the country in the 
confident security of monetary orthodoxy undergo 
the full effects of a deflation communicated from 
abroad, or should it assume the risks connected 
with opposing that deflation by monetary expan- 
sion? The effects of the rapidly shrinking pur- 
chasing power of the exporter could have been 
lessened by the creation (on a sufficient scale) of 
purchasing power connected with the financing of 
temporary government deficits by borrowing the 
otherwise unused savings of individuals and by the 
expansion of bank credit. Among other things 
this would have tended to lower the value of the 
Canadian dollar in terms of foreign currency and 
thus to raise the Canadian dollar prices of goods 
sold abroad. This or some other type of monetary 
expansion and exchange depreciation, carried out 
with deftness and restraint, could have done much 
to prevent the drastic disequilibrium between the 
prices of primary products and costs and to avoid 
many of the gross inequities in the incidence of 
the depression. It is probable that the better 
balance between the incomes of different groups 
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and regions in the economy and between prices 
and costs brought about in this way, would have 
maintained the national income at a higher level 
and lessened the degree of unemployment. Because 
of the importance of fixed interest charges and the 
rigidity of wages (in both cases in Canadian 
currency) it would have been easier to resist the 
drop in exporters’ prices (in Canadian dollars) than 
to force a reduction in their costs by allowing 
them to be fully exposed to external deflationary 
influences. 

Early in the depression certain representatives 
of Western agriculture, seeking an escape from the 
pincers of falling prices and inflexible costs, urged 
upon the Dominion a policy of monetary expansion 
and currency depreciation. The proposals (the 
financing of public works with Dominion notes) 
were loosely formulated and suggested ‘straight 
inflation. The Government was firmly opposed to 
such measures and announced its resolve to main- 
tain adequate gold coverage for the currency.! The 
view that unbalanced budgets, financed by the 
expansion of bank credit and the issue of fiduciary 
currency, were desirable in certain contingencies, 
was regarded as rank heresy. The adoption of such 
measures was held as a sign of extreme weakness 
which should only be resorted to as a last effort to 
stave off complete collapse. The deliberate increase 
of purchasing power or the depreciation of the 
exchange in this manner, merely to counteract 
shrinking incomes from a temporary collapse of 
export prices or investment, was not regarded as a 
sufficient justification. This palliative was con- 
sidered worse than the disease; it would shake 
confidence, harm public credit, impede the necessary 
readjustments, and hence merely delay recovery. 
These views of the Government faithfully reflected 
the most widely held opinions of businessmen, 
bankers and professional economists. The depre- 
ciation of the exchange, either directly or because 
of unorthodox monetary expansion, unless forced 
by extreme circumstances, was regarded as an act 
of “international immorality”, carrying with it the 
stigma of default. For Canada, which was so 
heavily dependent on international trade and 
foreign credit, such action, it was thought, would be 
fraught with the most dire consequences. Canada, 
it was argued, should do nothing to weaken the 
confidence of either the internal or foreign investor; 
it should do everything in its power to keep the 
economy functioning without monetary manipula- 


'The country, however, had been technically off the gold 
standard since the end of 1928, when the Government placed 
unofficial restrictions on the free export of gold by the banks. 


tion and thus facilitate the natural forces of read- 
justment and hasten the return of prosperity. 

At the onset of the depression the Canadian 
foreign exchange position appeared to be extremely 
weak and the Canadian dollar seemed headed for 
depreciation. At the height of the boom the Gov- 
ernment found it necessary to place restrictions 
upon the export of gold which was rapidly flowing 
out of the country. At the same time the foreign 
assets of the banks were being quickly depleted.? 
The principal factors in the pressure on the 
country’s liquid reserves were the large outflows of 
capital connected with. the extensive participation 
of Canadians in the New York stock market and 
the credit expansion of the banks who were able 
to maintain their cash reserves in spite of the loss 
of gold by borrowing Dominion notes under the 
Finance Act. But when the test came in 1930 the 
Canadian dollar did not depreciate. Canada, unlike 
other debtor countries, had not over-borrowed in 
the immediately preceding period; in fact she was 
a net capital exporter during all but the last year 
of the boom, and the economy was therefore not 
geared to a high rate of capital imports. In other 
debtor countries cessation of capital imports had 
had disastrous consequences and Canada was 
fortunate in not being vulnerable in this respect. 
In addition, Canada had an ample reserve of credit 
in New York which was a source of considerable 
strength. Much capital was required for the com- 
pletion of projects initiated during the boom. The 
Dominion required funds for uncompleted trans- 
portation improvements, the provinces for public 
utilities and highways, the railways for branch 
lines, and private corporations for hydro-electric 
power developments, paper mills and mining pro- 
jects. In 1980 Canada was able to sell abroad $400 
million of new securities, the greatest amount in 
its history, with the exception of 1913. During the 
same year, maturities of externally held debt which 
had averaged $176 million annually since 1924, fell 
to $110 million. With the collapse of the New 
York stock market boom the outflow of capital for 
the purchase of foreign securities virtually ceased. 
Consequently, net capital imports rose to $315 
million, nearly double those of 1929, and the highest 
since 1914. This large amount of foreign credits 
was more than enough to meet the deficiency in 
the exports of goods and services over the payments 
for imports and interest. There was thus no scarcity 
of foreign exchange and no reason for the Canadian 
dollar to depreciate. In fact, there was a surplus 


2 During 1928 and 1929 the total of the exports of monetary 


gold and the sale of foreign assets of the banks amounted to 
$136 million and $125 million respectively. 


of foreign funds available for the importation of 
$36 million of monetary gold which greatly eased 
the cash position of the banks and enabled them to 
repay nearly all of their borrowings under the 
Finance Act. 

The external position of Canada during 1930 was 
in sharp contrast to that of Australia and Argentina, 
its principal competitors in the export wheat 
market. The ability of both these countries to 
borrow abroad on long-term came to an abrupt 
end early in 1929. When in 19380 the value of their 
exports fell by one-third they were unable to muster, 
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held and by the end of January 1931, the Australian 
pound had depreciated to 23 per cent below its 
former gold parity. 

Argentina departed from gold in December 1929, 
when the country’s gold reserves were still very 
large. But the inelasticity of the currency system, 
the large amount of unfunded government obliga- 
tions held by the banks, and continued government 
deficits made it extremely difficult to deflate the 
credit structure to the extent required for the main- 
tenance of the gold standard. Furthermore, the 
repercussions of a very large fall in export prices 


TaBLE 51.—TuHm CaANnapIAN BALANCE OF PayMeEntTs,“*) 1928-34 
(Millions of Dollars ) 


Receipts and Payments for Commodities, Services, Interest and Dividends— 
FRECEIDUS eR earl oleate Priel olaileit Vel Salis ic 5 w lactis al ial liathatle ead oe Pent a Rede 
PAV IMON GSN aera see MER alee ia se) siete toate tees | dials aeons) she Pa MeMT AMR YB haI te 
DUPDINGH- + OR MIOHCIE CJA) Si. Be hia aah o/cj0e cine ate Ue dial din M eagle lowe 

Capital Movements— 

New Canadian Securities Sold Abroad...............2cccceececees 


IN@t csales (-1-)1OF TetUremion ts Ca). in ac iaic b, s\0 0 ohn!» 0) niin o ninloigtainta wae 


Net Purchases (—) or Sales (+) by Canadians of Outstanding 
Securities heldwADrodderh. shane e eS ke Le MM a ance 


Net Inflow (+) or Outflow (—) of Capital on account of Direct In- 
vestments, Insurance transactions, Government transactions, etc. 


Net Sale (+) or Purchase (—) of Foreign Assets of Canadian Banks. 
Total Net Capital Inflow (+) or Outflow (—)................. 

Inflow (—) or Outflow (+) of Monetary Gold..................20 eee 
Errors and Omissions in the Estimates..............5..6 00s e cece eens 
Total Amount of Foreign Exchange (+) or Canadian Dollars (—) 


required to pay for excess or deficit of imports of commodities, 
SEL VICES MCUC ONELT OXPIOLGS 5 tauctil shea el oy/shel ele ici salle tevellel ve ler elelty etiel oases 


1,804 1,961 1,624 | 1,156 912 $23 961 
+ 76 —233 —250 —109 — 24 + 15 + 79 
207 297 400 200 104 134 111 
200 150 110 202 105 166 169 
+ 7 +147 +290 — 2 sik — 32 = Oe 


memo | lige | ae) pay got) 2 gp | Mee hegg 
eat et RAE el eeal yb nee lege a) [ale get 
ee epee an ey ee es ea 
SO SSO MN nE egy Oia GRE MBE BEE Mama eR ME 
ld NV | [Ee ae Wd Mn A 
Wize Mieoss: | elosa tT ei0g |) eae th LS pg Ph! ag 


 ——  ——————————_ ——————— 


) Compiled from The Canadian Balance of International Payments, 1939, the Dominion Bureau of Statistics, Tables 40-51. 


as Canada did, sufficient foreign exchange to fill 
the gap in their balances of payments. There was 
thus severe pressure on the exchanges. At first 
Australia tried energetically to prevent depreciation 
by restricting imports and by mobilizing its liquid 
reserves and using them freely for the maintenance 
of the currency at par. During 1930 Australia lost 
over $100 million of gold and liquid foreign assets. 
Despite this large effort the exchange could not be 

8“Through the whole of 1930 persistent efforts were made to 
keep the rate as near as possible to par with sterling.” Royal 


Commission on Monetary and Banking Systems, Commonwealth of 
Australia, 1937, p. 49. 


were extremely drastic because of the dependence 
of the solvency of the financial system on land 
values and the overwhelming importance of agri- 
cultural exports. It was economically impractical, 
as well as politically inexpedient, to impose the 
deflationary measures necessary for the maintenance 
of the exchange. Consequently, the Government 
permitted the peso to depreciate. Equilibrium in 
the balance of payments was thus achieved while, 

4In December 1929, the Argentine gold reserve was equal to 
77 per cent of the total outstanding currency. The amount of 


currency in circulation was relatively large since the bank cheque 
system was not highly developed. 
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at the same time, the money incomes of the 
exporters and the internal price structure were at 
least partially shielded against the sharp declines 
in external prices. The readjustments to the world 
depression were largely made by alterations in 
the relations between the Argentine and foreign 
currencies, rather than by alterations in the internal 
price and cost levels and the contraction of credit.5 

The favourable factors which enabled the main- 
tenance of equilibrium in the Canadian balance of 
payments with relative ease disappeared in 1931 as 
the world depression deepened. Capital imports 
virtually ceased, involving a decrease from the 
previous year of nearly $300 million in available 
foreign exchange. Exports of commodities and 
services fell by nearly $330 million. Yet the Cana- 
dian dollar did not depreciate until the British 


deflationary influences and help to keep his prices 
more in line with his rigid costs. The Government, 
however, was stoutly opposed to any policy which 
would result in the depreciation of the currency 
because it feared (1) that it would be regarded as 
a form of international default and harm Canada’s 
credit, and (2) that it would lead to inflation. 


Although Canadian export prices fell drastically 
and the problems of readjustment to world defla- 
tionary forces were extremely difficult, the balance 
between the advantages and disadvantages of a 
policy of currency depreciation was at that time 
by no means clear. The Canadian balance of 
payments, in the total size of the transactions 
relative to the economy, in the number of unstable 
factors and in the close relations with each of the 
two most important international financial centres, 


TaBLE 52.—Montruuy AVERAGE Prices oF THE UnitTep States DoLLAR AND THE PouND STERLING IN TERMS OF 
Canapian Do.uars, 1930-34 


1930 1931 1932 1933 1934 
$ USS. ay $ U.S £8 $US. £ $ U.S. £ $US. a3 

1 PPA CRI MR NO AO SO aE 1-01 4.92 1.00 4.86 Heh ee 4.03 1.14 3.85 1.00 5.07 
APU y UCM alates, FE) ge yeti Mane a 1.01 4.89 1.00 4.86 1.15 3.96 1.20 4.10 1.01 5.08 
1 ESSN ele ikea ON Vb ARS ARR cE 1.00 4.87 1.00 4.85 1.12 4.06 1.20 4.13 1.00 5.11 
tsb REY TOON OE oo SRM NP 1.00 4.86 1.00 4.86 Moe bi} 4.17 1.18 4.23 1.00 5.15 

RY its aces ae hunch. alton 1.00 4.87 1.00 4.86 113 4.16 1.14 4.50 1.00 5.10 
i LSS ON he RO oe ace EEN 1.00 4.86 1.00 4.88 Ws 4.21 1 in 4.61 99 5.01 
AYR J oA ESR CI AN ha Ma LO 1.00 4.85 1.00 4.87 1.15 4.08 1.06 4,93 99 4.99 
RE el. Man tee) stom ck elas Mbeya Ne 1.00 4.86 1.00 4.87 1.14 3.97 1.06 4.79 98 4.95 
Seiemiber Mm aits Juha ues Meee Mee y we 1.00 4.85 1.04 4.69 1.11 3.85 1.04 4.84 97 4.86 
Detar acc ea een As TN Mie Ucn t 1.00 4.85 1.12 4.38 1.10 3°72 1.02 4.79 .98 4.84 
Navaeriberaen iy) Dighleba. abe lbp eA agate 1.00 4.85 1.12 4.19 1.15 3.76 99 5.08 98 4.87 
Mecembce vac i ee eee te ee 1.00 4.86 1.21 4.09 1.15 3.79 1.00 5.10 99 4.89 
abandonment of gold in September. The rapid is unlike that of any other country in the world. 


decline in the national income, the curtailment of 
construction and the higher tariffs of 1930 and 1931 
sharply reduced the purchases of foreign goods. 
The reduction in imports, however, was not sufhi- 
cient to maintain the balance between the demand 
for foreign funds and the available supply. It was 
necessary to sell $61 million of monetary gold and 
foreign banking assets. 

In 1931 the continued fall in export prices and 
the increasing pressure from the depreciated 
currencies of Canada’s principal competitors in the 
wheat market gave rise to an agitation in Parlia- 
ment by independent Western members for the 
depreciation of the Canadian dollar. Such a policy, 
they argued, would relieve the farmer from external 
0) She Argentine wholesale price level dropped remarkably 


little during the depression. Between 1929 and 1933 it fell but 
10 per cent compared with about 30 per cent in Canada. 


In addition to the highly fluctuating exports and 
capital imports, there was the unstable element 
arising out of the peculiar nature of Canada’s 
external indebtedness. Over one-half of the total 
debt of all Canadian governments and over four- 
fifths of the bonded debt of Canadian corporations 
were either solely or optionally payable in a foreign 
currency.6 Because of their payment features, 
these obligations constitute a huge mass of inter- 
national securities which readily flow back and 
forth across the boundaries, according to financial 
conditions in Canada, New York and London.7 
The external obligations of other debtor nations are 
usually held by the foreign investors until they 


6A large portion of these optionally payable securities, how- 
ever, are held in Canada. 

7At times the gross amount of transactions in outstanding 
securities across Canada’s border reaches a billion dollars a year. 


mature and in the meantime are not likely to be 
sold back to the borrowing country. Whenever 
confidence in Canada’s credit is seriously weakened, 
she may be confronted with large-scale dumping 
of securities into her market. Furthermore, the 
extensive United States branch-plant investments 
in Canada give rise to a considerable volume of 
liquid funds required as working capital or accumu- 
lated from profits which, under certain conditions, 
may be suddenly withdrawn. Normally the move- 
ments in the optional-pay securities and the branch 
plant balances are akin to the operations of a huge 
equalization fund which smooth out temporary or 
small scale fluctuations in the exchange. Under 
some circumstances, however, they constitute a 
serious danger since anything that causes foreigners 
to take an extremely pessimistic view of Canadian 
conditions may precipitate a large withdrawal of 
capital which might shatter the Canadian financial 
system and completely destroy Canadian credit, 
both internally and abroad. The effects on foreign 
confidence were, therefore, a main consideration in 
Canadian monetary and exchange policy during the 
depression. The Federal Government, confronted 
with the early maturity of hundreds of millions 
of optional-pay public securities and facing the 
necessity of financing increasing deficits was in- 
clined to be cautious. Furthermere, any measures 
leading to the depreciation of the exchange would 
add to the cost of interest charges and thus heap 
increased burdens on governments already harassed 
by falling revenues. Many private corporations, 
selling mainly in the domestic market, had no 
means of financing higher debt charges and would 
have been forced into bankruptcy. 

The risks attached to a policy of exchange 
depreciation or monetary expansion were magnified 
in the minds of the Government by the absence of 
any reliable machinery. Lacking a central bank or 
some other established institution it would not be 
possible, it was thought, to carry out such a policy 
in a manner which would command the confidence 
of either the Canadian or foreign financial 
community. The proposals to issue fiduciary 
currency or simply to buy foreign exchange in some 
undefined way smacked of pure inflation. While 
these methods would have brought about deprecia- 
tion of the exchange, the Government was not 
certain that it could keep either inflation or 
depreciation within control. In any case, the 
Government felt that inflation in whatever form 


8 Higher debt charges arising out of currency depreciation 
were not a serious problem in the case of Argentina. Less than 
one-fifth of the total external debt of Argentina was payable in a 
foreign currency. 
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or for whatever purpose was neither a cure nor a 
palliative for the ills of the country.9 

Because of the dangers and uncertainties which 
the Government thought were involved in any 
aggressive monetary measures to combat the defla- 
tion, it stuck resolutely to “sound” and orthodox 
policies. When Britain abandoned the gold 
standard in September, 1931, it simply allowed the 
Canadian dollar to find its own level.1° There- 
after, until the United States devaluation in 1933, 
the Canadian dollar moved roughly half-way 
between the United States dollar and sterling with 
an average discount below the former during 1932 
of about 13 per cent and a premium over the latter 
of 22 per cent. The unpredictable course of sterling, 
together with the considerations already discussed, 
restrained the Government from linking the dollar 
to the pound despite the disadvantages suffered 
by exporters to the United Kingdom. Having 
important relations with each of the two prin- 
cipal monetary centres, Canada followed the lead 
of neither. The position of exporters would have 
been improved by tying the dollar to sterling but 
debt charges in the United States would have risen. 

After October, 1932, some positive measures were 
taken to promote easy money and the groundwork 
was begun for the establishment of a central bank 
by means of which, among other things, such a 
policy could be methodically carried out.i1 The 
Dominion sought to refund as much of its obliga- 
tions as possible at lower interest rates which, 
besides reducing the cost of the debt service, 
tended to lower the whole structure of interest 
rates. In November, 1932, and again in June, 1934, 
the Government endeavoured to expand bank cash 


®“Much has been heard in recent months about inflation. 
Some of the advantages claimed for inflation may seem alluring 
to industries harassed by falling prices and declining turnover. 
But let the sponsors of inflation never forget that apart from the 
other difficulties and dangers involved in their program, one 
inevitable result would be a flight from our dollar, a withdrawal 
on a large scale of the capital invested by foreigners in this 
country in the form of securities and bank deposits. There are 
also to be considered internal reactions to any steps which might 
impair confidence in a country’s currency. Against policies which 
might lead to such dangers, this government has resolutely set its 
face.” Hon. E. N. Rhodes, Minister of Finance, Budget Speech, 
March 21, 1933, p. 5. 

10“There are some who advocate that our dollar should be 
tied to sterling at the old parity and still others who criticize 
what they mistakenly believe to be a policy of pegging our dollar 
in terms of New York. This is not the time to enter into a 
discussion of this broad and complicated question. Suffice it for 
me to say that our dollar has been allowed to find its own level 
and that as a result it has been fluctuating about half-way between 
the United States dollar and the English pound. In so doing it 
may be working out a not unsatisfactory compromise between those 
of our national interests which would be benefited by close and 
stable relations with sterling, and those on the other hand which 
would be seriously harmed by a heavy and fluctuating discount in 
terms of New York.” Hon. E. N. Rhodes, Minister of Finance, 
Budget Speech, March 21, 1933, p. 5. 

11 For a more detailed treatment of the Government’s efforts 
to promote easy money after 1932 and of other phases of Canadian 
monetary policy during the depression, see F, A. Knox, Dominion 
Monetary Policy (1929-34). (Mimeographed.) 
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by the issue of $35 million and $52-5 million 
respectively of Dominion notes. The former had 
involved an equal amount of borrowing under the 
Finance Act and was not very effective. The latter 
issue which was used to finance expenditures on 
public works added substantially to the cash 
reserves of the banks. By that time, however, the 
worst had passed. Export prices were rising; the 
United States had devalued and the Canadian 
dollar was again at par with sterling. The easy 
money policy was then very largely a matter of 
keeping in step with rising business activity and 
with the easy money policies of the United States 
and Great Britain. 

In view of the possible dangers connected with 
deliberate currency depreciation, which so greatly 
influenced the attitude of the Government, it is 
important to make a general, even if non- 
quantitative estimate, of the probable gains which 
exporters would have derived from such a policy. 
The two main exports, wheat and newsprint, were 
in the weakest position to benefit. Large surplus 
stocks and the import restrictions of European 
countries were unfavourable factors in the case of 
wheat. Furthermore, the Government’s activities 
in the wheat market introduced an arbitrary and 
unpredictable element. It is conceivable that 
depreciation would simply have reduced the 
Liverpool sterling price by an equal proportion, 
thus eliminating any improvement in the dollar 
receipts. However, marketing policies could have 
been adopted which would have retained a large 
portion of the benefits of depreciation for the 
Canadian producer. If the Government had under- 
taken to depreciate the exchange for the purpose 
of assisting the exporters, it is reasonable to expect 
that it would have adapted its marketing policy 
in accordance with that objective. In any case, 
the disadvantages of the Canadian producer in 
competition with the depreciated currencies of 
Australial1* and Argentina would have been 
reduced. 

Newsprint was in a particularly precarious situa- 
tion. Over-capacity, high fixed charges, and com- 
petitive conditions made it extremely unlikely that 
the producers of this commodity would have 
benefited from the lower value of the Canadian 
dollar. 

There was a wide range of products, however, 
whose internal prices would have been improved 

lla“The Australians who appeared before me in London 
regarded the abandonment of the gold standard early in the 
depression as having operated to the benefit of the exporting 
producers more than anything else.” Report of the Royal Grain 
Inquiry Commission, 1938, p. 132. See also Royal Commission on 


a eae Flour and Bread Industries, Second Report, (Australia), 


by the depreciation of the exchange to the level 
of sterling. Gold, base metals, fish, meat and dairy 
products, live stock, lumber and exports of manu- 
factures were all in the position to retain the whole 
or some of the higher Canadian dollar values of 
foreign currencies. This group of goods consti- 
tuted about one-half of the total exports. Better 
prices for these commodities would have been an 
important influence in reducing the disparities in 
the incidence of the depression. The immensely 
important tourist trade would also have benefited 
considerably as American tourists would have been 
attracted by the premium on their dollars. It is 
improbable that the beneficial effects of a better 
balance between prices and costs in important 
industries and regions of the country would have 
been completely offset by the higher costs of 
imports and increased debt charges. If the in- 
creases in the prices of imports were an important 
limiting factor they could have been compensated 
for to a considerable extent by a reduction of 
tariffs without lowering the level of protection 
previously enjoyed. It is true that the main 
industry of the most seriously affected region, the 
Prairie Provinces, would perhaps have gained very 
little. However, many of their minor products, 
such as live stock and dairy products, would have 
benefited and in any case they could hardly have 
suffered from more favourable conditions in the 
other exporting areas of the country. 

The monetary and exchange policies which were ~ 
followed rendered the disparities in the incidence 
of the depression greater than they needed to have 
been. The decline in the national income was 
also probably greater. The risks and dangers con- 
nected with monetary expansion and currency 
depreciation were great and a mistaken or careless 
procedure would undoubtedly have brought the 
consequences which the Government feared. But 
a skilful policy, which perhaps was not too much 
to expect in view of the serious problems of the 
time, could have avoided them. It would have been 
possible by any one of a number, or by a combina- 
tion, of methods, such as restricting the outflow of 
gold, restraining the contraction of credit, avoiding 
an increase of protective tariffs, and purchasing 
foreign exchange, to depress the exchange value of 
the dollar without causing a wild flight of capital 
or a serious loss of foreign confidence in Canadian 
credit. The lack of a central bank or other ready- 
made machinery was not an insuperable obstacle. 
A suitable organization could have been readily set 
up as was done in other countries far less favour- 
ably situated. 


Prior to September, 1931, a policy of currency 
devaluation was impractical in view of the nature 
of public opinion and the attitude of the financial 
community. With the British abandonment of 
gold, however, the dollar could have been depre- 
ciated, directly with sterling or independently, 
without producing a serious shock to confidence. 
Had such a course been followed, Canada would 
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Tariff Policy—sharp tariff increases and other 
“) import restrictions to maintain employment 
| m manufacturing intensified cost rigidities of 
/ primary producers and enhanced burden of 
. depression falling on exporters 


A positive depression policy of the Federal 


» Government was the attempt to maintain employ- 
¢« ment in Canadian manufacturing industries by 
( increasing restrictions on imports. The Govern- 
ment announced as a principle that it was unsound 
to import goods which were or could be produced in 


have been at least partially shielded against the 
deflationary influences arising out of the discount 
on the monetary unit of one of her principal 
markets. She would also have been spared in- 


creased exchange disadvantages in competition with 
the important group of countries whose currencies 
fell with the pound. 


Canada as long as Canadian labour and equipment 
were unemployed.!1” It argued that a reduction of 
purchases from abroad would also produce a 


TaBLE 53.—TarirF CHANGES, 1928-36 


Equivalent Ad Valorem Tariff 


Rates () Ratio of Imports to Gross Value 


of Production ‘» 


wa Year (Unweighted Averages) 
Prefer- Treaty General Prefer- | Treaty | General Total 
ential ential 
Aly Manufacturestsir cette res aetna eeet 1928 12 17 21 4 2 20 25 | 
1933 14 25 30 4 1 8 13 
1936 10 24 30 4 6 4 14 
IAT Textile. eiyis eatab feet hen cuiereieudls ciaats dard ,--| 1928 17 23 28 18 7 13 39 
1933 21 39 45 10 2 4 Ly) 
1936 20 41 49 11 4 2 16 
All Iron and Steel Products...................] 1928 11 17 19 3 1 51 54 
1933 10 23 25 8 1 24 33 
1936 6 21 25 5 21 8 34 
Electrical Apparatus and Supplies............. 1928 15 23 Oh 2 — 29 32 
1933 16 30 34 2 - 15 1% 
1936 12 29 33 2 14 2 18 
CBee ANE 16S, ETOGUCIS. (a1), acyl ajeladiyis toidue a sere 1928 13 19 4 9 16 47 72 
1933 12 23 26 11 di 38 56 
1936 a 20 25 13 38 16 67 
Petr oeGe TTOOUCU cc ckivasaca ese stasis ss] Loeo 9 12 14 -- —- 33 33 
1933 10 15 21 — —_— 13 13 
1936 7 16 18 — 8 4 12 
Leather Boots and Shoes...............-..--- 1928 16 27 29 2 _ 4 6 
1933 24 37 43 1 — 1 2 
1936 20 37 43 1 2 _ 3 
JELTE FoR MT ee AG 5 yc ey egelin ol ener er eae ae REL Cee 1928 18 28 30 
1933 22 32 49 
1936 18 31 49 


©) Unweighted arithmetical averages of ad valorem rates and ad valorem equivalents of specific rates on eacn tariff item of manufactured goods imported 
calculated from duties collected and customs valuations. Since the necessary information was not available dumping duties were not included and no 
adjustments were made for arbitrary over-valuations. The averages, therefore, tend to understate the tariff increases between 1928 and 1933. See, W. 
A. Mackintosh, The Economic Background of Dominion-Provincial Relations, pp. 90-94. , , Fan ‘ 

©) The value of Canadian production is ‘‘gross,’’ i.e., includes cost of materials purchased and the value of imports includes commodities in various 
stages of manufacture. Hence the absolute size of the ratio of imports to gross value of production does not necessarily measure the relative importance of 
imports and domestic production. However, changes in the ratio from one year to another do show the changes in the volume of imports in relation to home 
production. All that is intended here is to show such changes between 1928, 1933 and 1936. { ‘ h 

) Note that, after the United States Trade Agreement of 1935, the Treaty, and not the Genera! Tariff as previously, applied to most of the non- 
preferential trade. 


1b“ | | | every import brought into this country, from abroad, represents foreign trade to some other country. Our business is to see 
that we do not expand the foreign trade of any other country when we ourselves are producing or can produce the goods so imported”, 
Minister of Finance, Budget Speech, June 1, 1931, p. 45. 
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favourable balance of payments, prevent the 
depreciation of the exchange, and thus help to 
maintain Canada’s credit. Accordingly, during 
1930-32 the tariff was sharply raised. Every major 
secondary industry12 was granted higher duties 
and Canada changed from a country of moderate 
to one of high protection. The averages of the 
General and Intermediate rates (which applied to 
over four-fifths of the total imports) on all manu- 
factured goods were raised by nearly 50 per cent. 
All the important commodities of general con- 
sumption were made subject to substantially 
increased duties. The average of the rates on 
textiles rose by about one-fourth in the Preferential 
schedule and by two-thirds in the Intermediate 
and General. Wool and artificial silk duties were 
approximately doubled. Tariffs on boots and shoes, 
furniture, and petroleum products were boosted by 
about one-half. Virtually every branch of the iron 
and steel industry received added protection by an 
increase in duties in the Intermediate and General 
schedules of approximately one-third. 


The raising of tariffs, however, was but one 
phase of the Government’s efforts to reduce 
imports. During 1930-33 administrative restric- 
tions were greatly intensified. Devices for the 
exclusion of goods which the regular tariff did not 
keep out were multiplied and made more effective. 
The Minister responsible for the administration 
of customs was given sweeping powers to levy 
special dumping duties on the basis of arbitrary 
valuations. The Minister, among other things, was 
empowered to fix for duty purposes, the value of 
any imports which, in his opinion, were harmful to 
Canadian producers. Prior to the Trade Agree- 
ment with the United States in 1935, arbitrary 
valuations were regularly applied to such important 
items as textile fabrics, rubber footwear, wearing 
apparel, fruits and vegetables, automobiles, and 
electrical apparatus which, in many cases, raised 
the real rates of protection to fantastic heights.13 
In addition to arbitrary valuations the Govern- 
ment also used its power to fix arbitrarily the 
exchange rate for duty purposes of any foreign 
currency which had depreciated. Thus, when 
sterling went off gold, its value for the purpose of 


122The duties on many agricultural commodities were also 
raised but in most instances they could have no effect, since for 
nearly all of these items Canada was on an export basis. 


13 See Report of the Royal Commission on the Teatile Industry, 
1938, pp. 13-16. 


calculating the duty on imports from Britain was 
fixed considerably above the actual rate.14 

Higher tariffs, administrative restrictions and 
the increasing weight of specific duties on falling 
prices, were effective in causing a considerable 
diversion of demands from foreign to domestic 
producers. Whereas in 1928 the value of imports 
of all manufactured goods was equal to 25 per 
cent of the total gross value of Canadian manu- 
facturing production, by 1933 this ratio had fallen 
to 13 per cent. The reduction of imports relative 
to home production was particularly pronounced 
in the case of textiles, automobiles, electrical 
apparatus, gasoline, furniture, implements, and 
machinery—all of which are important items 
either in the cost of living or the cost of production 
of primary producers. Employment in the pro- 
tected manufacturing industry was better main- 
tained than in other branches of goods production 
(except mining). The decline in salaries and wages 
paid by the former was appreciably less than the 
fall in the national income.14* 

Efforts to check the fall in employment by 
reduction of imports were helpful mainly to the 
manufacturing areas of Central Canada and to 
the coal and iron industries of Nova Scotia. In 
so far as the relative improvement of incomes in 
these places was due to the maintenance of prices 
resulting from higher tariffs, they were harmful 
to the rest of the country. 

For upwards of 40 years there had been no 
substantial change in the general level of tariff 
protection. The settlement and development of 
the Prairie Provinces and British Columbia had 
been begun and carried to an advanced stage of 
maturity under approximately the same tariff con- 
ditions. Industries, governments and homes had 
been established with the tariff as one of the given 
factors, like the climate and the natural resources. 
It is true that the tariff limited the extent of the 
development and the rise in the value of the natural 
resources but it did not deprive either individuals 
or governments of opportunities and incomes which 
they had ever actually enjoyed. Nor did it, under 
conditions of expansion and high mobility, reduce 
the earnings of capital and labour below what they 
would have obtained elsewhere in Canada.15 

14“The rates in our tariff schedules were made having in 
mind parity of exchange. Consequently when the pound sterlin 
became depreciated, it was necessary to value it for purposes 0 of 
special or Lae ler duty at $4.40, in order to offset in part the 
advantage which the British exporter obtains in our markets as 
a result of the depreciated pound.” E. N. Rhodes, Minister 
of Finance, Budget Speech, March 21, 1933, p. 23. 

149 See Table 49, p. 150. 

15 For a more “complete exposition of the nature of tariff 
“burdens” and the aes of the tariff to Canadian economic 


development, see W. Mackintosh, The Economic Background of 
Dominion-Provincial Rolatioay Chap. VII. 


In the case of the Maritime Provinces, however, 
the effects were different. The Maritime economy 
had reached a mature development before the 
National Policy tariff was adopted. Its introduc- 
tion (1879) constituted a drastic change in the 
conditions under which the population and its 
economic activities had grown up. The higher 
duties suddenly increased the costs of production 
of the important export industries. This reduced 
net incomes and the value of property in these 
industries below what was already established or 
what they would otherwise have been. The failure 
of the Maritimes to expand economically and to 
prosper to the same extent as the rest of Canada 
was due to more basic circumstances but the tariff 
was an important contributing factor. It hastened 
the decline of the old export industries and retarded 
the growth of the new. Since many of the local 
resources were of a marginal character, the restric- 
tions of the tariff to their development for export 
was a serious disadvantage. The rise of the 
Nova Scotia coal and iron industries was almost 
entirely dependent upon protection and bounties 
but this expansion was not sufficient to offset the 
losses suffered in other Maritime industries. 


Prior to 1930 the protective tariff was not a 
“burden” on Western Canada in the sense that it 
lowered earnings of capital and labour below 
those received in the rest of Canada or reduced 
the value of investments previously made. The 
sharp increases of duties and administrative 
restrictions during 1930-32, however, were entirely 
different in this respect. The rise in tariffs and 
the maintenance of the prices of manufactured 
goods which this permitted brought a relative 
increase in costs and greatly worsened the condi- 
tions under which exporting industries were 
operating—and this at a time when the prices of 
their products were falling drastically. The share 
of exporters in the national income was reduced 
below what it otherwise would have been, the 
decline in the value of their property was intensi- 
fied, and the burden of their debts was increased. 
The only way in which exporters could adjust 
themselves to the fall in the prices in foreign 
markets was by reducing their costs. Since the 
cost of living and the prices of manufactured goods 
were everywhere more rigid than the prices of raw 
materials, costs would have fallen more slowly than 
exporters’ receipts even if the tariff had remained 
unchanged. The raising of tariffs greatly worsened 
a situation which already was highly unfavourable. 
As a result the standards of living were further 
reduced and the defaults of debt became more 
general. 
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The increase in protection widened the domestic 
market for the Canadian producer and thus helped 
to maintain employment and income in the manu- 
facturing industry. But had tariffs not been raised 
the purchasing power of exporters would have 
been greater, debt defaults would have been less 
and the expansion of such industries as gold mining 
and electric power would have been more rapid. It 
is possible that these circumstances would have 
contributed just as much to the maintenance of 
the market for Canadian manufacturers as did the 
rise in duties, and that the national income would 
have remained at a higher level. While no definite 


TaBLE 54.—Cost to PuRCHASERS OF TarRIFF PROTECTED 
MANvuFACTURED Goops*) In TERMS OF 
Export COMMODITIES 


1929 = 100 

All Non- 
—— Export | Wheat | Lum- | Live- | Fish | Ferrous 

Prices ber stock Metals 

MOO aia a oiled 100 100 100 100 100 100 
TOSO eas Ms ae eying 111 132 107 104 103 114 
LOS AE. MR: 134 201 118 144 123 135 
SZ erate! are, 145 209 130 176 142 145 
OSS eee este tere sie cusversia 143 189 125 192 143 132 


®) Includes all manufactured textiles, boots and shoes, pottery, glass 
and its products, chemicals and allied products, cement, gasoline, and all 
manufactures of iron and steel. 
conclusion can be reached on this point, one thing 
is clear; the increased restrictions to imports added 
considerably to the wide disparities in the incidence 
of the depression on the various industries and 
regions. 

Some of the disabilities of exporting indus- 
tries under the higher tariffs were reduced by the 
Empire Trade Agreements in 1932. The British > 
preferences on lumber, apples, and bacon were 
valuable. The former two were important to British 
Columbia and the Maritimes but the agricultural 
industries in the Prairies got little help. Because 
of surplus Empire production, the 6 cent preference ~ 
on wheat was of no assistance. Moreover, the 
reduction in Canadian duties was not significant 
in lowering the costs of production of exporting — 
industries generally. Further relief did not come — 
until the Trade Agreement with the United States. 
in 1935. Under this Agreement valuable conces- 
sions were obtained for lumber, cattle, fresh and 
frozen fish, whiskey, and potatoes. The general 
reduction in tariffs against United States goods, 
special reductions in the case of farm implements, 
certain classes of automobiles, electrical apparatus, 
gasoline, many kinds of machinery, and abolition 
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of arbitrary valuations on a large list of items were 
important. However, the average level of the 
Canadian tariff remained far above that existing 
prior to 1930. 


4. Pusric Finance, 1930-37 


Severe Strain of Unequal Incidence of the Depres- 
sion on the Decentralized System of Canadian 
Public Finance—large inter-regional transfers 
of income by Federal Government 


Perhaps the outstanding feature of the great 
depression in Canada was the enormous strain 
which was placed on the public finance system. 
The severity of this strain was closely related to 
the nature of the economy, the constitutional 
division of powers and responsibilities, and the 
economic policies of the Dominion. It must be 
emphasized at the outset that the nature of the 
economy made it inevitable that serious public 
finance problems would have to be faced, whatever 
economic policies were adopted. The slump in 
export prices and the consequent worsening in the 
terms of trade with other countries, the increase 
in the heavy burden of external debts, and the 
collapse of investment, made it impossible to escape 
a sharp reduction in the real national income. The 
manner in which this reduction was distributed 
over the various regions, industries, classes and 
occupational groups was nevertheless highly signifi- 
cant, especially in a federal state. When a country 
is divided up into a number of parts with distinct 
economic characteristics, each with separate and 
independent political authorities responsible for 
costly government services within their respective 
areas, the incidence of a decline in the total income 
is immensely important. If the distribution of the 
decline is fairly uniform each separate govern- 
mental unit could perhaps carry the increasing 
burdens without great difficulty. If the losses fall 
very disproportionately upon certain regions, the 
public finances of some areas may be carried on 
with relative ease, while others are likely to break 
down with serious repercussions upon the financial, 
economic and constitutional structure of the entire 
country. 

It is clear from the review in section 2 of this 
chapter that the disparities in the impact of the 
depression on various regions and provinces were 
extremely great. The controls over the tariffs and 
monetary conditions were powerful instruments in 
the hands of the Federal Government for the 
modification of the unequal incidence. However, 
the national economic policies which were adopted, 


whether or not they were wise in view of all the 
circumstances, did little to improve this situation 
and in some respects intensified it. In so far as 
these policies were not used to bring about a more 
even distribution of losses, the greater was the 
strain on the decentralized system of Canadian 
public finance. The larger the decline in the income 
and the larger the consequent rise in government 
expenditures in the most unfavourably situated 
provinces, the more rapidly did local revenues and 
credit become hopelessly inadequate and the larger 
was the support which had to be obtained from the 
Dominion. 

The nature and course of the depression in 
Canada inevitably involved large inter-regional and 
inter-governmental transfers of income by the 
Federal Government. These transfers took several 
forms—assistance to a few severely depressed 
industries, assistance to all provincial governments 
to help in financing costs of relief, and special 
assistance to the most hard-pressed provincial 
governments to prevent defaults of debt and enable 
continuation of essential services. 


Federal Assistance to Industry—the heavy burden 
of the overhead costs of the National Railways; 
assistance to wheat and coal 


The most important federal transfers to industry, 
consisted of the payment of the deficit of the 
Canadian National Railways, the cost of the inter- 
vention in the wheat market, and the payment of 
transportation and other subventions to the coal 
industry. There were few activities which were’ 
more severely affected by the depression and the 
technical changes of the thirties than that of 
railway transportation. The Canadian railways, 
besides being built on a scale which involved a 
highly optimistic estimate of the future of the 
country, were heavily dependent upon the large 
investment and developmental expenditures which 
expansion to such a future would entail. The 
factors responsible for the collapse of investment 
brought both a sharp reduction of revenues and an 
increase in the burden of carrying over-extended 
facilities. The drought in Western Canada and the 
slump in wheat prices struck at the heart of the 
Canadian railway structure. The design of the 
transcontinental lines through all-Canadian territory 
was dependent upon the mid-continental location 
and the prosperity of the country’s principal export- 
ing region. When crop failures and large unsold 
surpluses reduced the amount of bulk freight to 
be hauled out and sharply curtailed the more 
remunerative back-haul of manufactured goods, the 
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full burden of the tremendous overhead of long 
connecting lines of railway through unproductive 
territory was felt. While the drop in investment, 
the fall in wheat prices and the drought brought 
a drastic reduction to long-haul bulk traffic in both 
directions, motor truck competition was rapidly 
cutting into the profitable high class, short-haul 
trafic in Ontario and Quebec. Under this com- 
bination of unfavourable circumstances railway 
revenues fell by more than 50 per cent between 
1928 and 1933. Over the same period the deficit 
of the Canadian National Railways, which had to 
be met by the Federal Government, rose by over 
$60 million (including interest on government 
investment and advances), a figure twice as great 
as the Dominion’s share of all relief costs in the 
latter year. 


Railways were unable to bolster their falling 
revenues by an increase in freight rates and it 
would have been undesirable, from the point of 
view of the national income, to do so. In fact, 
there is a strong argument that certain rates ought 
to have been reduced as part of the Dominion’s 
economic policies to soften the impact of the 
depression on exposed groups. However, even with 
railway freight rates substantially unchanged, the 
burden falling on the taxpayers rose rapidly. During 
1932-34 the Dominion paid nearly 40 per cent of 
the total transportation costs of all the freight 
hauled by the Canadian National Railways. This 
load on the taxpayer was perhaps more in the 
nature of a transfer to investors than it was a 
transfer to the users of railway facilities. In the 
case of the Canadian Pacific Railway and the 
privately-owned railways of other countries, the 
depression losses fell mainly upon the owners of 
railway securities. Such a shifting of losses is not 
possible under government ownership. Canada 
had in part forsaken the flexibility of private 
ownership in favour of government guarantees and 
government ownership in order to build an economi- 
cally integrated and united nation and to stimulate 
nation-wide expansion. ‘These purposes, together 
with past mistakes, converted an enormous trans- 
portation overhead into the inescapable fixed 
charges of government. This was one of the more 
important of the many rigidities which so greatly 
enhanced the difficulties of readjustment to the 
world depression. 


The plight of Western agriculture was quickly 
recognized. The Federal Government, whose 
economic policies did little to soften the impact of 
the depression on the wheat farmer, undertook to 
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alleviate his position by means of public finance. , 
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When wheat prices began to fall precipitously in 
the autumn of 19380, the Dominion guaranteed the 
initial payment set by the Pools and a General 
Manager of the Central Selling Agency having the 
confidence of the Government was appointed to 
take charge of the carry-over and to market the 
1930 crop. In the following year the contract. pools 
were terminated and the initial payment or 
minimum price system was abandoned. In that 
year (1931) the Federal Government paid a bonus 
of five cents per bushel on all wheat marketed. 


TABLE 55—EXPENDITURES ON TRANSPORTATION BY THE 
DoMINION—CuURRENT ACCOUNT, 1928-37 


(Thousands of Dollars) 


Percentage 
Canadian | Harbours Canals Total of Total 
National | Steamships| and other T hd Current 
Ra Railwa and Trans- ua arf Revenues 
Deficit Marine portation | POrtaton of the 
Dominion 
% 
1928 47,788 9,627 15,295 72,710 16-2 
1929 64,48 11,574 17,554 93,615 21-7 
1930480 86,542 11,044 20,191 117,777 34-1 
19315 or) 112, 186 10, 237 14, 747 137,170 42-3 
O32 Ren. 112, 807 8,531 10,377 181,715 44.1 
1933.5... 109, 234 8,419 9,327 126, 980 40-6 
1934..... 91,160 9, 222 10,780 111, 162 31-8 
TOSS 92,414 10, 262 11,960 114, 636 31-7 
19863 G0, 71,868 9,115 11,528 92,511 20-9 
TOSTAee eh: 67,635 9,584 11,468 88, 687 17-7 


&) Includes interest on government investment and advances; 


The bonus was discontinued in 1932 and instead a 
“stabilization” policy was begun. Throughout the 
period, 1932 to September, 1935, the Government, 
through the General Manager of the Central 
Selling Agency, made large purchases of futures on 


the Winnipeg Exchange for the purpose of main- 


taining or raising the open market price at which 
farmers sold their wheat. While these efforts at 
times held the Canadian wheat price above com- 
parative world prices, they did not, however, 
prevent it from falling to disastrously low levels. 
The attempt to “stabilize” the value of Canada’s 
principal export sold on a shrinking world market 
was a bold venture. The unsold stocks which 
accumulated and were held by the Government 
assumed large proportions and involved an increas- 
ingly hazardous risk to the taxpayer. When the 
Wheat Board was established in the autumn of 1935 
and the “stabilization” operations came to an end, 
the Government had on hand some 205 million 
bushels of wheat. However, the continuation of 
the drought in North America, a short crop in the 
Argentine, and world economic recovery brought 
a sharp rise in prices during the following year 
and the Wheat Board was able to sell the whole 
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of the carry-over in a relatively short period with 
a small net profit to the Government. The 
minimum prices set by the Board for the 1935 and 
1936 crops resulted in losses of about $12 million. 

Although the Government’s wheat marketing 
policy during the depression entailed considerable 
risks, the total cost to the taxpayer proved in the 
end to be relatively small—a total of about $20 
million (including the five cent bonus) during 
1930-37, or less than an average of one cent per 
bushel over the period. The drastic impact of the 
depression on Prairie agriculture was not signifi- 
cantly reduced by government assistance. 


collapse of investment, the falling markets for 
exports and the contraction of manufacturing had 
to be looked after in other ways. Canada had 
never experienced an unemployment problem of 
such magnitude. During previous periods of 
economic depression the problems of unemployment 
and destitution had usually found their solution in 
the self-sufficiency of the household, in the solidarity 
of the family, in the establishment of new homes 
on the agricultural frontier, in the decline of 
immigration, and in the increase of emigration to 
the United States. By 1930 such opportunities for 
self-reliance and methods of adjustment had all 


TaBLE 56.—TotaL RELIEF AND OTHER PUBLIC WELFARE EXPENDITURES 
(Millions of Dollars ) 


Old 


Other Public Welfare Total 
Relief and Percent 
—— Relief Age Other of National 
Pensions Prov.©) Mun. Total Public Income 
Welfare 
% 
LO MM TART A LVEER MWA lancet Muna Sa 8: — 1.9 2 ZnS 24.5 52.0 53.9 1-2 
FO TU OVO AU RULOTL UMTS EARLE LRA anS aay (alry — 353) ff 22.8 26.4 55.9 59.4 1-3 
B19 F640 A ANE CDS Sea eT BV a 18.4 11.8 6 24.4 28.3 60.3 90.5 22 
AS S39 GTC AVA RNG PA Uy an 96.5 16.2 4 247 28.5 59.6 17243 4.9 
POS DOU WT RUAN UAE MUU Td eel ak RN 95.0 16.4 6 2417 28.6 58.9 170.3 6.0 
BOSS RUM NU UNO MILI ANE ALY a AMAR a AER! 2 Mt 97.9 16.7 4 23.8 28.9 58.1 WP PAL ef 6.6 
LOBE AN HAUNT MINE ERS NRE MOM BSH Ny 158.5 20.0 3 26.5 30.8 62.6 241.1 8-4 
1 Be 2 YET PERUSAL se GIRLIE USF TBAT RU eR ar 172.9 22.8 a 26H0 S2nG 65.4 261.1 8-4 
POS Bee Edda lA MUO MR AUER aA anc ule tii 160.3 29.6 6 28.5 35.4 70.5 260.4 7-6 
DAS TAU IONIAN DI (ASTD A US MPL 165.1 38.9 8 34.8 35.6 Widnes 2SUn2, 7-3 
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) Includes all expenditures on relief, i.e., agricultural, public works, direct and miscellaneous. 


(b) Less refunds from municipalities. 


The financial help received by the coal industry 
from the Federal Government was important. The 
transportation subventions for the movement of 
Canadian coal to Central Canada were started in 
1928 but they did not have much effect until the 
thirties. These subventions together with the 
bonuses to Canadian coal used for coking, which 
were begun during 1930-32, became a considerable 
factor in the provision of markets. In 1936 the 
total subsidies received by the coal mines in Nova 
Scotia amounted to about 15 per cent of the total 
wages paid by the industry. 


Federal Assistance to Provinces—municipal-provin- 
cial revenues hopelessly inadequate to finance 
the whole cost of relief 


The problems arising out of the wide disparities 
in the incidence of the depression were dealt with 
to only a minor extent by the federal transfers to 
industry. The destitute wheat farmers, the wage- 
earners who were thrown out of work by the 


but disappeared. The livelihood of hundreds of 
thousands of citizens seemed to be _ entirely 
dependent upon public charity. The cost had to 
be met through large transfers of income from the 
employed to the unemployed and from one region 
to another by means of taxation and government 
borrowings. 

The constitutional responsibility for unemploy-+ 
ment relief rested with the provinces. The muni- 
cipalities, however, were generally regarded as 
primarily responsible since up until this depression 
it had been seldom necessary to recognize the 
distinction between cyclical mass unemployment 
and “poor relief”. The conditions which arose after 
1930 soon demonstrated that provincial and muni- 
cipal responsibility could not be rigorously insisted 
on in practice. The relief problem related broadly 
to two quite different situations—the prairie wheat 
farmers stricken by drought and ruinous prices, and 
the unemployed wage-earners who tended to concen- 
trate in large urban centres and in single-industry 
towns. It became clear that neither of these situa- 


tions could be dealt with on the basis of local 
responsibility. The municipalities in the drought 
area which had lost the whole of their income could 
not maintain existing essential services, much less 
pay out large sums to meet the operating costs 
of the farms. Real estate values in many urban 
centres would have collapsed completely under the 
taxation and debts necessary to take care of the 
local concentrations of unemployed. However, 
even if the relief burden had been uniformly 
distributed over all the municipalities of the country 
it would have been necessary to increase tax 
collections from real estate by 50 per cent. This 
was quite impossible. 
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assistance of the Dominion with its powers of 
taxation and borrowing was essential. When the 
problem became acute in 1930 the Dominion began 
the temporary arrangements for extending financial 
help to the provinces which were continued 
throughout the depression. The constitutional 
responsibility of the provinces (and their muni- 
cipalities) was still adhered to in form. The 
Dominion undertook merely to assist the former 
because of the “extraordinary conditions’ and 
because the problem had “become so general. . . 
as to constitute a matter of national concern”. 
Administration and initiation of relief projects 
remained the responsibility of the provinces and 


TABLE 57.—THE BURDEN OF RELIEF ON THE PROVINCES AND THE MUNICIPALITIES 1930-37 


( Millions of Dollars ) 
Spee 1930 1931 1932 1933 1934 1935 1936 1937 

Total Mun.-Prov. Current Revenues...............sseeee0e08 492 479 480 479 484 508 530 558 
Total Mun.-Prov. Current Expenditures excluding Relief..... 491 492 490 479 482 485 483 514 
Surplus available for Relief or Deficit.................. 1 13 10 — 2 23 47 44 

Total Relief Costs Expended through Mun.-Prov. Agencies.... 17 92 92 90 141 134 134 152 
Deficiency of Mun.-Prov. Revenues.................0eee000: 16 105 102 $0 139 111 87 108 
Less Share of Relief Assumed by Dominion................... 3 34 34 28 43 41 52. 55 
DEQUE=E TOV MGUCIE fori ise cates Noelle ca ws bee aay 13 71 68 . 62 96 70 35 53 

™ Including municipal sinking fund contributions and debt retirement. 

The relief costs could only be met with the wider municipalities. Aside from its own public works 


revenue and credit sources of the senior govern- 
ments. The resources of the provincial govern- 
ments, however, were not by themselves sufficient. 
_ Over the whole period 1931-37 the relief expendi- 
tures amounted to more than 25 per cent of the 
total municipal-provincial revenues. In nearly every 
province during the early thirties these revenues 
fell short of the requirements for ordinary purposes. 
There were distressing deficits even before any- 
_ thing had been provided for relief. In not one 
province in any year following 1930 did the 
municipal-provincial revenues left over after pro- 
vision for ordinary services meet the total cost of 
relief. The amount of borrowings necessary to pay 
for the whole of the remaining requirements would 
have bankrupted most of the provinces and muni- 
cipalities in the country. 

The magnitude of relief costs hopelessly exceeded 
the financial capacities of the provinces and the 
municipalities. During the eight-year period their 
combined revenues fell short of total relief and 


current expenditures by over $750 million. The 
8335—114 


programs and relief for unemployed single tran- 
sients, the Dominion simply gave grants-in-aid to 
help finance the expenditures of other governments. 
In this manner the federal authority assumed about 
40 per cent of the total-outlays on relief during the 
1930-37 period. In addition it loaned $106 million 
to the four Western Provinces to enable them to 
meet their portions of the cost. 

The problem of financing sharply rising outlays 
for relief would have been difficult enough had 
the costs fallen evenly upon the various sections 
of the country. The extreme differences which 
occurred, however, greatly aggravated the situation. 
The wide disparities and the regional incidence of 
the depression had, as a consequence, large varia- 
tions in the incidence of the burden of relief and 
other welfare costs upon the several provinces. 

The costs of relief varied inversely with the 
ability to meet them. In Western Canada, where 
incomes fell most rapidly, relief costs were 
relatively the highest. The weight of the burden 
in Saskatchewan, the Province most severely 
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affected, was about five times as great as that 
in the Maritimes and Ontario, the Provinces 
least affected. Total relief expenditures during the 
eight-year period amounted to nearly two-thirds 
of the total municipal-provincial revenues in 
Saskatchewan compared with about one-fifth in 
the Maritimes and Ontario. A burden with such 
extreme variations in its incidence could not be 


TABLE 58.—DISPARITIES IN THE BURDEN OF RELIEF ON 
THE VARIOUS PROVINCES, 193037 


Ratios of Total Relief Costs 
to Total Provincial Incomes 


Relative 
—— Severity of 
Burden-Index Per- 
of Ratios- | centages®) 
National 
average = 100 
% 
Baakatohewadi, cvotbis koe es 367 13-3 
Manitobahaninucmuen ace totsieoleitio cies custetacices 115 4-2 
British Columbiat es csuues os a atone coieike. 100 3-6 
Albertatianeicn uy asemnic mired J uate Nene 100 3-6 
All Provinces—National Average........ 100 8-6 
Quebeo we Mea wt venme ieee a Maciel yl ant 90 3-2 
Prince Edward Island ic... 36. se. wee ce. 76 2-8 
OSA mW Kod AMM ASI ark NUE IS thtegel 2 eS Da BPORUtpey 8a 76 2-7 
INGVaiSeObIate NK seine apni ne mien 2 ales Sans 70 2°5 
INew/Brunswichouicaicctu is suicme sented ea siteys 67 2-4 


_ ® Percentage of total relief expenditures in the province to total pro- 
vincial income. 


entirely carried with local resources. The Dominion 
not only had to come to the aid of all the provinces, 
but it had to help some provinces more than others. 
It was necessary to use the national powers of 
taxation and borrowing to transfer income from one 


region to another. The greater the disparities in 
the incidence of the depression and the greater the 
failure to use national economic policies to reduce 
these disparities, the larger were the transfers which 
had to be made. 

We shall now examine the financial situation 
which developed in each of the provinces. 


Prince Edward Island 


Relief expenditures in Prince Edward Island, the 
most rural province in Canada, were relatively small. 
There were no large industries or urban concentra- 
tions in which mass unemployment could arise. 
The self-sufficiency of the farm household and the 
farm family was still an important feature of the 
economy. Consequently per capita costs for relief 
of unemployment were the lowest in Canada. 
Over four-fifths of the expenditures incurred for 
this purpose were devoted to public works instead 
of direct relief. This outlay was more of an 
effort to use idle labour for the provision of 
community facilities rather than an unavoidable 
expense for the relief of destitution. While the 
total expenditures were small compared with those 
of the rest of Canada, they nevertheless weighed 
heavily upon the finances of the Province which 
had no large incomes nor large accumulations of 
wealth. Virtually the whole of the provincial- 
municipal share of the relief costs were borrowed, 
and this added nearly 50 per cent to governmental 
debts during the period, 1930-37. This increase in 
the deadweight load placed a considerable strain 
on the meagre revenue sources. 


TaBLE 59.—Prince Epwarp Istanp—rTHEe Cost or RELIEF AND MunIcIPAL-PROVINCIAL Finances, 1930-37 


(Millions of Dollars ) 


nh ess 1930 
Total Mun.-Prov. Current Revenues................0.0e0eee- 1.58 
Total Mun.-Prov. Current Expenditures) excluding Relief..... 1.55 
Surplus available for Relief or Deficit........................ .03 
Total Relief Costs expended through Mun.-Prov. Agencies.... .03 
Deficiency of Mun.-Prov. Revenues...............ceecceeees — 
Less Share of Relief Assumed by Dominion................... .02 
Mun.-Prov. Deficit‘or Surplus.) . Ui k eens chs oe eee ccs .02 


1931 1932 1933 1934 1935 1936 1937 
1.56 1.63 1.64 1.67 Lo 1.95 2.06 
1.79 1.58 1.61 1.76 1.97 1.76 1.92 

23 .05 .03 -09 18 219 14 
32 24 .06 41 94 .62 .58 
55 oh) 03 -50 1.12 -43 44 
18 .05 .02 .22 .29 32 18 
a7 14 | 01 -28 83 11 -26 


“™ Including municipal sinking fund contributions and debt retirement. 


Nova Scotia 


Although the prices of Nova Scotia’s exports fell 
drastically the burden of relief was relatively small. 
The nature of the economy prevented the wide- 
spread destitution which appeared in other parts of 
Canada. The exporting industries were composed 
largely of small-scale individual enterprisers, namely, 
fishermen, farmers, and lumbermen, who retained 
a relatively high degree of self-sufficiency. When 
their prices dropped their standards of living had 
to be sharply reduced but they were not entirely 
without food and shelter. Aside from the coal and 
steel industries there were no large industrial con- 
centrations. Tariff increases and Dominion trans- 
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total expenditures by all governments on direct 
relief. The latter added only $2 million to the 
provincial debt, but highways added over $30 
million. The Province took advantage of its high 
credit standing, low interest rates and idle labour 
to provide facilities which it hoped would stimulate 
economic development. Whether or not the high- 
ways will turn out to be a significant factor in 
helping to overcome some of the long-run economic 
difficulties of the area, they have greatly intensified 
the problems of provincial government finance. 
The limited revenue sources of the Province cannot 
easily carry the heavy fixed charges of large dead- 
weight debts. 


TABLE 60—Nova Scotia—THE Cost oF RELIEF AND MUNICIPAL-PROVINCIAL FINANCES, 1930-37 


(Millions of Dollars ) 
a 1930 1931 1932 1933 1934 1935 1936 1937 
Total Mun.-Prov. Current Revenues..............:....2.-00- 5.2 16.0 15.7 14.9 15.9 18.3 18.7 19.3 
Total Mun.-Proy. Current Expenditures eeslading Relief..... 5.0 15.7 15.5 16.0 16.6 18.6 Vis 18.2 
Surplus available for Relief or Deficit........................ 2 3 2 1.1 WY 4 3 1.4 ei 
Total Relief Costs expended through Mun.-Prov. Agencies. . ail 2.6 3.8 3.2 2.4 3.0 2.7 2.6 
Deficiency or Surplus of Mun.-Prov. Revenues............... a3 2.3 3.6 4.3 3.1 3.3 1.3 1.5 
Less Share of Relief Assumed by Dominion................... Me 9 1.4 vga 8 1.3 1.3 7 
Mun.-Prov. Deficit or Surplus..................... 022 eee eee 2 1.4 2.2 3.2 2.3 2.0 _ 8 
Capital Expenditures on Highways not included in Relief 9 1.3 5 1.8 1.1 4.4 5.5 7.8 


| 


“ Including municipal sinking fund contributions and debt retirement. 


portation subventions to coal helped considerably 
to maintain employment in the steel mills and the 
coal mines. Hence no severe or protracted problem 
of mass unemployment arose. However, there were 
many on the farms and in the towns who, in one 
way or another, obtained a livelihood but could not 
find satisfactory jobs, and there were many who 
lived on the margin of subsistence. Emigration 
which had been an important outlet in former years 
was greatly reduced. There were not sufficient 
opportunities for the growing population. Thus in 
Nova Scotia the main problem was to find per- 
manent means for employment rather than to 
relieve a temporary situation. The provincial 
government undertook a large-scale program of 
highway construction with the object of providing 


both immediate employment and of expanding the- 


capacity of the economy by encouraging the tourist 
trade and reducing the costs of transportation. 
During the eight-year period 1930-37 capital outlay 
on highways was nearly four times as great as the 


New Brunswick 

The situation in New Brunswick was similar to 
that in Nova Scotia. The forest and agricultural 
industries which dominated the economy of New 
Brunswick afforded considerable scope for alterna- 
tive employment and self-sufficiency. The sale of 
pulpwood to the pulp and paper mills which con- 
tinued to operate at a high rate of capacity 
throughout the depression provided a source of 
income to many farmers and labourers. The British 
preferences granted in the Empire Trade Agree- 
ments brought a considerable revival in lumber 
production after 1933. Prices of farm products and 
the earnings that could be obtained from working 
in the woods were tragically low but for nearly 
everyone it was possible to get the means of sub- 
sistence which greatly reduced the extent of govern- 
ment relief. The most important development in 
provincial finance during the depression in New 
Brunswick as in Nova Scotia was the large capital 
outlays on highways. However, the scale of the 
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TaspLE 61.—NEw BrunswicK—THE Cost or RELIEF AND MunicipaL-ProvinciaL FINANCES, 1930-37 


(Millions of Dollars ) 


1931 1932 1933 1934 1935 1936 1937 
11.7 11.3 11.0 11.4 iN! 12.8 14.1 
11.4 11.3 a2 11.4 12.1 12.3 12.9 
3 — 2 — — 5 1.2 
2.6 5 bee 1.3 2.4 2.5 1.5 
2.3 5 2.1 1.3 2.4 2.0 3 
i 4 6 4 ieih “9 6 
1.6 A 1.5 9 1.3 1.1 | 3 
2.3 1.6 3 ay 3.9 3.1 9.1 


abbot 1930 
TotaliMun.-Prov. Current) Revenues! sacle wei eleatsleleieie ovals 12.0 
Total Mun.-Prov. Current Expenditures excluding Relief..... 12.0 
Surplus available for Relief or Deficit...................0006- —_— 
Total Relief Costs expended through Mun.-Prov. Agencies... . 3 
Deficiency of Mun.-Prov. Revenues............2.ceeeeeeeeee 3 
Less Share of Relief Assumed by Dominion................... 3 
Miun'-Provs) Deficit Of SUrplUSs ia y soy castes tec feller fe isiel ae fede — 
Capital Expenditures on Highways not included in Relief 6.6 


“) Including municipal sinking fund contributions and debt retirement. 


expenditures relative to the economy was con- 
siderably greater. Consequently the finances of 
the Province got into an even more vulnerable 
position. In 1937 the accumulated per capita 
outstanding debt incurred for highways in New 
Brunswick was one-third higher than in any other 
province. During that year net debt charges, 
about nine-tenths of which were due to highways, 
absorbed 37 per cent of the total current revenues 
of the Province. 


Quebec 


Relief in Quebec was very largely concerned 
with the problem of mass unemployment in the 
metropolitan area of Montreal. This area, the 
largest urban concentration in the country, con- 
tains nearly 40 per cent of the population of the 
Province and is very closely dependent upon 
Western Canada. Montreal, with its railway 
termini, shipping, manufactures, financial and 
distributive facilities, constitutes the entrepdt to 


the great exporting industries of the West which 
are the bases of the transcontinental economy. 
The sharp drop in the purchasing power of that 
exporting region reacted directly and severely upon 
Montreal. The destitution which arose from the 
resulting unemployment could only be relieved with 
government assistance. In such a large industrial 
concentration there were few opportunities for 
self-sufficiency or alternative employments. The 
burden upon both municipal and industrial finances 
was great. The assistance from the Dominion took 
care of less than 380 per cent of the costs. The 
portions left to the local governments far exceeded 
the amounts that could feasibly be raised by 
provincial or municipal taxes and virtually the 
whole of the requirements were borrowed. The 
total relief capitalized by the Provincial Govern- 
ment during 1930-1938 was almost equal to the 
total outstanding debt of the Province at the 
beginning of the period. Relief was largely 
responsible for the rise in the municipal debt of 


TABLE 62.—QUEBEC—THE Cost oF RELIEF AND MUNICIPAL-PROVINCIAL FINANCES, 1930-37 


(Millions of Dollars ) 


1931 1932 1933 1934 1935 1936 1937 
1 We tN: MW te A es 2: a 141.8 
LLOLS i) 1S Baia) 115.30) PALF L2.| VE ZS eet 7 2 136.7 
4 5.4 5.6 a > ae | 5 5.1 
17.3 18.8 22.2 31.8 26.5 35.4 30.8 
16.9 24.2 27.8 32.5 28.6 35.9 25.7 
5.1 5.8 4.7 11.3 7.9 10.4 8.0 
11.8 18.4 23.1 21.2 20.7 25.5 17.7 


sae 1930 

Total Mun.-Prov. Current Revenues..............----+.+--+-+| 115.0 
Total Mun.-Prov. Current Expenditures excluding Relief..... 110.5 
Surplus available for Relief or Deficit.....................2.. 4.5 
Total Relief Costs expended through Mun.-Prov. Agencies.... 2.0 
Deficiency or Surplus of Mun.-Prov. Revenues............... 2.5 
Less Share of Relief Assumed by Dominion................6+- ce! 
Maun.-Prov., Deficit or Surplugs:). aie ek ce 2.8 


“ Including municipal sinking fund contributions and debt retirement. 


metropolitan Montreal from $252 million to $345 
million between 1930 and 1937. The Quebec 
municipalities were required to assume a consider- 
ably larger share of the total relief expenditures 
than municipalities elsewhere in Canada (28 per 
cent in Quebec compared with 15 per cent in all 
the rest of Canada). Consequently, the municipal 
finances of Quebec, especially of Montreal, emerged 
from the depression in a far more weakened con- 
dition than was the case in other parts of the 
country. 

Over 70 per cent of the total outlay for unem- 
ployment was for direct relief. At the beginning 
and at the end of the period large expenditures 
were made on public works. These, however, 
proved to be extremely costly in comparison with 
other methods of dealing with the relief of distress. 
In certain circumstances it may be most economical 
in the long run to choose a time of idle resources 
to construct needed capital facilities, but desirable 
results cannot be obtained without careful planning, 
adequate financial resources and control of mone- 
tary affairs. The experience of Quebec along with 
that of other provinces demonstrated that the 
municipal-provincial revenue systems cannot sup- 
port the huge expenditures which are involved in 
dealing with prolonged unemployment by means 
of public works. | 

While the sums which were spent on what was 
formally classified as relief reached large propor- 
tions, they did not include all the outlays for this 
purpose. The aid given by the Church, which had 
long fulfilled an important role in providing social 
services in Quebec, greatly reduced the costs which 
fell on governments. Furthermore, the Provincial 
Government undertook a number of activities which 
were not regarded as relief but whose main object 
nevertheless was to alleviate distress and provide 
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employment. Between 1930 and 1937 the Province 
spent $26 million on colonization of settlers, $54 
million on highway construction, and $14 million 
on loans to farmers. These activities, whether or 
not they were necessary or wise, were all more or 
less closely associated with the depression. Together 
with expenditures for relief, they brought a three- 
fold increase in the provincial debt, a rise more 
rapid than that in any other province. Between 
1930 and 1937 the per capita municipal-provincial 
deadweight debt rose from one of the lowest to one 
of the highest in the country. 


Ontario 


Unemployment in Ontario was largely the result 
of the contraction of manufacturing output and 
the collapse of the investment boom of the late 
twenties. The condition was most serious in indus- 
tries which were directly dependent upon the 
markets of Western Canada and in the construc- 
tion trades. While the situation was severe in 
certain industrial areas, such as Windsor and 
Toronto, and in a number of one-industry towns, 
the problem of meeting the costs of relief for the 
Province as a whole was not nearly as difficult as 
that in other parts of Canada. The total relief 
expenditures amounted to 19 per cent of the 
municipal-provincial revenues of the period com- 
pared with 27 per cent for the remainder of the 
Dominion. Ontario, in which were concentrated 
the greater part of the country’s large individual 
and corporate incomes and wealth, had relatively 
easy access to additional government revenue. The 
Province also was the centre of gold mining, the 
nation’s most rapidly developing industry, which 
both directly and indirectly provided many oppor- 
tunities for employment and new sources of govern- 
ment income. Total municipal-provincial revenues 


TABLE 63.—ONTARIO—THE Cost OF RELIEF AND MUNICIPAL-PROVINCIAL FINANCES, 1930-37 
(Millions of Dollars ) 


Sub 1930 

Total Mun.-Prov. Current Revenues.................00eeeees 89.2 
Total Mun.-Prov. Current Expenditures excluding Relief.....| 188.8 
Surplus available for Relief or Deficit......................05. 4 
Total Relief Costs expended through Mun.-Prov. Agencies.... 2.4 
Deficiency of Mun.-Prov. Revenues.............-20000ee0008 2.0 
Less Share of Relief Assumed by Dominion................... 12 
BPGA rE TOVe WGRCIEOL SULPIUB. oe). e505 hake scsi occsle ns 8 


1931. 1932 1933 1934 1935 1936 1937 


1.5 6.2 — 19.3 32.9 20.7 

21.3 33.4 32.4 60.7 54.5 38.5 8.2 
22.2 34.9 26.2 60.7 35.2 5.6 7.5 
9.4 9.5 11.9 15.5 15.5 1833 7.4 

12.8 25.4 14.3 45.2 19.7 9.5 1 


® Including municipal sinking fund contributions and debt retirement. 


168 


fell but slightly between 1930 and 1934, and rose 
considerably thereafter. After 1934 the Province 
and its municipalities were able to meet a sub- 
stantial portion of their share of relief costs out 
of current receipts. The amount per capita of 
relief capitalized in Ontario was the lowest of 
any province in the Dominion with the exception 
of the Maritimes. The outstanding municipal- 
provincial debt rose by 18 per cent compared with 
40 per cent in the rest of the country. Although 
the burden of relief brought a number of munici- 
palities into default, the total municipal debt of 
Ontario declined by 13 per cent during the period. 

Ontario spent a much larger proportion of her 
total relief outlay (86 per cent) on public works 
than did any of the other provinces with the 
exception of the Maritimes. This was partly due 
to the rapid development of the northern areas 
which provided better opportunities for useful 
works than appeared elsewhere. However, it was 
also a reflection of the relatively greater revenue 
and credit resources of this Province. 


Manitcba 

The burden of relief in Manitoba was more severe 
than in any other province except Saskatchewan. 
Eighty to 90 per cent of the total costs were in- 
curred in the metropolitan area of Winnipeg. The 
depressed conditions in that centre were associated 


and the great wheat-growing area to the West which 
lies mainly beyond the boundaries of the Province. 
When the volume of that commerce was drastically 
curtailed by ruinous farm prices and a succession 
of unprecedented droughts in Saskatchewan the 
economic support of nearly 40 per cent of Mani- 
toba’s population virtually collapsed. The problem 
of unemployment was intensified by the accumula- 
tion of idle workers from the whole Prairie area. 
Winnipeg normally contains a large pool of labour 
from which many of the seasonal workers needed 
on the wheat lands are recruited. When jobs 
disappeared the labourers remained on the relief 
rolls of the city. Winnipeg was, therefore, required 
to take care of a substantial share of the misfor- 
tunes of the large industrial reserve army of the 
wheat-growing industry for whose condition the 
city was in no way responsible. 

There was no surplus of municipal-provincial 
revenues with which to meet the sharply rising 
expenditures for relief. Between 1931 and 1933 the 
Province imposed sharp increases in taxation, in- 
cluding a wage tax which raised the provincial tax 
structure to the highest level in Canada. However, 
the receipts from the new and additional imposts 
did no more than make up for the declines in 
municipal-provincial revenues from previous sources. 
The greater portion of the outlays on relief had to 
be borrowed. By 1932 the credit of the Province 


TasBLe 64.—ManiTroBaA—THE Cost oF RELIEF AND MUNICIPAL-PROVINCIAL FINANCES, 1930-37 


(Millions of Dollars) 


rae 1930 


Total Mun\-Prov. Current) Revenues. cn secs sees sige sou 
Total Mun.-Prov. Current Expenditures excluding Relief..... 


Surplus available for Relief or Deficit........................ 
Total Relief Costs expended through Mun.-Prov. Agencies. . 


Deficiency of Mun.-Prov. Revenues..........00.-0eceeeeeees 
Less Share of Relief Assumed by Dominion................... 


Mirn- Provence cn asi iriteuhii cal meme tedtdra } hoc Gb ie kala 


1931 1932 1933 1934 1935 1936 1937 


32.8 33.7 35.1 34.7 34.1 34.3 35.4 
34.7 35.9 34.6 32.8 32.1 31.1 31.4 
1.9 2.2 5 1.9 2.0 3.2 4.0 
8.6 “ia ae (iki 9.8 12.2 9.8 
10.5 9.6 6.6 5.6 7.8 9.0 5.8 
3.3 2.8 2.5 2.2 3.3 5.1 3.5 
7.2 6.8 4.1 3.4 4.5 3.9 2.3 
2.9 1.6 1.2 4.4 4.2 4.9 2.7 


Dominion Loans to the Province for Relief, and General Pur- 
POOR Fie a Wass wisi eleva la vebe cas etafe een clh e UMCMEHOPONS coi) #\s (4! auun ‘eis oie.e 


“ Including municipal sinking fund contributions and debt retirement. 
$805,000 ‘of these advances were written off by the Dominion in 1937. 


only in a small way with circumstances within 
Manitoba itself. The drought was a minor factor 
and agriculture is of far less relative importance 
than in the other two Prairie Provinces. The 
prosperity of Winnipeg is very directly dependent 
upon the vast flow of commerce between the East 


and its municipalities was exhausted. Most of the 
suburban municipalities around Winnipeg had 
defaulted on their debts. Thereafter the money 
for capitalized relief and current deficits could only 
be obtained by means of provincial loans from the 
Dominion. The Province in turn made loans to 


municipalities. For several years, also, the matur- 
ing obligations of the Province were refunded with 
Dominion advances. At the end of 1937 the in- 
debtedness to the Federal Government was $22 
million, or nearly one-fifth of the total outstanding 
provincial debt. In addition, the Dominion had 
guaranteed provincial bank loans amounting to $12 


million. The municipalities owed the Province $4 
million. 
Saskatchewan 


Canada’s most serious economic troubles during 
the thirties had their origin in the impact of the 
world depression and drought upon the wheat- 
growing industry of Saskatchewan. This industry, 
upon which the interdependence and economic inte- 
gration of the country were chiefly based, suffered 
the most unfavourable coincidence of circumstances 
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averaged less than one-half that of the decade of the 
twenties. Such a decline, in the face of the high 
fixed costs of Western agriculture, would have 
caused general and drastic hardship. The addition 
of the drought brought outright and widespread 
destitution, as well as complete inability to operate 
farms without government assistance. 

The area affected by successive crop failures was 
about equal to one-quarter of the total improved 
farm acreage of Canada. It contained nearly one- 
half the rural inhabitants of Saskatchewan. In 
1931, one-half; in 1933-4-6, one-third; and in 
1937, two-thirds of the total farm population of 
the Province was destitute. Not only was this 
large section of the population dependent for live- 
lihood upon public charity, but the operating 
expenses of from one-third to two-thirds of Canada’s 
largest export industry had to be met by the Gov- 


TABLE 65.—SasKATCHEWAN—THE Cost oF RELIEF AND MunicipaL-PRovinciaL Finances, 1930-37 


(Millions of Dollars ) 
ae 1930 1931 1932 1933 1934 19385 1936 1937 
Total Mun.-Prov. Current Revenues.............-..-2+20208- 41.5 37.9 39.4 38.7 36.5 36.8 35.4 38.3 
Total Mun.-Prov. Current Expenditures™ excluding Relief.... 43.0 41.0 39.4 38.5 38.1 37.6 35.7 36.7 
Surplus available for Relief or Deficit........................ 1.5 3:2 — 2 1.6 8 3 1.6 
Total Relief Costs expended through Mun.-Prov. Agencies... . 5.9 24.0 13.2 10.3 211 18.6 22.7 62.3 
Deficiency of Mun.-Prov. Revenues..................05-000: 7.4 27.1 13.2 10.1 22.7 19.4 23.0 60.7 
Less Share of Relief assumed by Dominion.................0¢ '5 7.9 Uf 2.4 8.0 7.2 11.3 eo 
Mun. pierov. DOMCIE: ca ale aed iackd opus oh alee lkgiant- oes ae 6.9 19.2 wd 7.7 14.7 12.2 11.7 33.2 
Dominion Loans to Province for Relief and General Purposes, — 11.5 3.1 13.5 ial 6.1 11.5 
Seed Grain Bank Loans Guaranteed by Dominion............. — a — — — — 2.6 14.5 


“ Including municipal sinking fund contributions and debt retirement. 
‘ $17-7 million of these advances were written off by the Dominion in 1937. 


in its history. If the repercussions upon other sec- 
tions of the Dominion were widespread and severe, 
the conditions in Saskatchewan were nothing short 
of disastrous. Economically this area was the most 
vulnerable in Canada. No other province was so 
completely dependent upon the fluctuations in 
the export market. Nowhere was production so 
dependent upon the vagaries of the climate. 
Ruinous prices and drought were about equally 
responsible for the disaster. The forces which 
so intensified the world depression fell with par- 
ticular severity on wheat. The national economic 
policies of the Dominion did virtually nothing to 
soften the blow. The full exposure to the adverse 
world influences drove the prices received by the 
farmer to levels which during the period 1930-35 


ernment. It was the latter which chiefly distin- 
guished Saskatchewan’s problem from that in the 
other provinces. In the other provinces it was 
mainly a matter of providing food, fuel, clothing 
and shelter for unemployed wage-earners. In the 
case of the Saskatchewan wheat farmer the failure 
of a crop involved not merely the loss of the means 
of livelihood but also the working capital invested 
in that crop. This working capital had to be made 
available before there was another chance of the 
farmer becoming self-supporting. The provision 
year after year of seed, feed, fodder and supplies to 
tens of thousands of large-scale farmers entailed a 
huge financial burden not encountered in the relief 
of industrial unemployment. The per capita costs 
in Saskatchewan for agricultural aid alone (seed, 
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feed, etc.) was greater than the total per capita 
disbursements for all relief purposes in the other 
provinces. 

The costs of direct and agricultural relief com- 
pletely overwhelmed the finances of the Province 
and its municipalities. These costs during 1930-37 
never fell to less than 27 per cent (1933) of the total 
municipal-provincial revenues, and in 1937 they 
rose to 163 per cent of such revenues. For the 
whole period the relief expenditures amounted to 
60 per cent (compared with 21 per cent for the 
rest of the country) of the total ordinary receipts 
of the Province and its municipalities combined. 
Although new taxes were imposed and rates in- 
creased, revenues could not be maintained at levels 
required to provide adequate ordinary govern- 
ment services, much less to pay for any part of 
relief costs. It was manifestly impossible to meet 
any significant portion of the outlay on relief by 
means of local taxation when total expenditures for 
this purpose for the eight-year period exceeded the 
total net farm cash income of the whole Province. 


TABLE 66.—RELIEF EXPENDITURES IN SASKATCHEWAN 
AND THE REST OF CANADA 


Total Relief Expenditures 
1930-37 


Saskatchewan | Other Canada 


Percentage of Total Income...... 13-6 3-1 
Percentage of Municipal— 

Provincial Current Revenues... 60-5 20-1 
Per|Capita (dollars) .3.3/...:.505 196 76 


During 1929 and 1930 there were severe droughts 
in the central and south central sections of the 
Province. The greater portion of the cost for 
agricultural aid fell on the municipalities who 
borrowed the money by means of provincially 
guaranteed bank loans. In 1931, when the crop 
failure was even more widespread, the munici- 
palities were at the end of their tether. The 
Provincial Government was not in a much better 
position. For three decades the expansion of 
Saskatchewan’s wheat industry had been a major 
factor in the prosperity, in the growth of large 
incomes and in the accumulation of wealth in some 
of the older regions of Canada. The Province had 
no access either by taxation or borrowing to this 
surplus, which its industry had created during 
prosperity, to tide it over the years of adversity. 
Such a transfer of income, which was absolutely 
essential to prevent widespread starvation and the 


collapse of the wheat industry, could only be 
brought about by means of national taxation and 
the borrowing powers of the Dominion. After 1930: 
the Dominion assumed substantial portions of the 
total relief expenditure. For several years the 
Federal Government paid 100 per cent of the cost 
of rural relief and agricultural aid in the drought 
area. However, the share of the burden left with 
the Province proved to be far in excess of its credit 
resources. After 1932 its borrowing powers were 
gone. Henceforth the Dominion provided nearly 
the whole of the funds required for relief either 
by direct payment of the cost or by loans directly 
to the Province or by guarantees to the banks. The 
share of relief disbursements assumed by the 
Federal Government in Saskatchewan was larger 
than that in any other province, viz., one-half, 
compared with one-third in the rest of the country. 
Direct and guaranteed Dominion loans supplied 35 
per cent of the total outlay. Only about 15 per 
cent of the funds required for relief were raised by 
the Province and the municipalities. Nevertheless 
the share (50 per cent) of the burden left as the 
responsibility of the provincial and municipal gov- 
ernments involved the addition of large amounts 
to the provincial debt. The portion which the 
municipalities as a whole were able to assume was 
less than 5 per cent of the total cost (that is after 
write-offs and subsequent adjustments). The 
Provincial Government undertook, either directly 
or indirectly, virtually the whole of the liability in 
excess of the Dominion share. Between 1930 and 
1937 the total debt of the Provincial Government 
was more than doubled. Three-quarters of this 
increase was due to relief. In 1929 the per capita 
deadweight debt of the Province of Saskatchewan 
was the lowest in Canada with the exception of 
Quebec; in 1937 it was the highest. 


Alberta 

The severity of the relief burden in Alberta was 
approximately equal to that of the average for all 
provinces. On a per capita basis the outlay was 
the lowest in Canada with the exception of the 
Maritimes and Quebec. Total expenditures for 
unemployment and agricultural aid in Alberta 
amounted to only slightly more than one-fourth 
of that in Saskatchewan and three-fourths of that 
in Manitoba. While there were a number of crop 
failures in some sections of the Province, the total 
area affected was relatively small. The average 
yield per acre of wheat during 1930-37 was only 
slightly below normal and exceeded that of 
Saskatchewan by nearly 60 per cent. Furthermore, 
irrigation in the southwest and a considerable 


degree of mixed farming elsewhere made Alberta’s 
agriculture more self-sufficient than that of her 
wheat-growing neighbour to the east. The total 
cost for agricultural aid in Alberta for the eight- 
year period amounted to $6°4 million, or less than 
one-fifth of the cost in Saskatchewan for the single 
year of 1937. 

The incidence of ruinously low prices, however, 
was perhaps more severe than elsewhere. Owing 
to the more recent development of Alberta fixed 
debt charges were relatively higher than in any 
other province. In addition, farmers had not had 
time to become as well established. Under these 
circumstances, the drastic fall in prices of agricul- 
tural products produced a relatively greater strain 
on the farming industry and on governments. 
Alberta’s depression problem was more one of debt 
and high overhead costs than one of widespread 
destitution. 
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However, despite large expenditures, the relief 
burden did not intensify the municipal debt 
problem. Over the period, Alberta municipalities 
as a whole were able to reduce their total out- 
standing debts by over 20 per cent, a percentage 
reduction greater than in any other province. This, 
however, was only accomplished with a heavy 
burden of taxation on falling real estate values. 
During the first half of the period the share of 
relief assumed by the Provincial Government was 
entirely financed out of borrowings. After 1932, 
Alberta, like other Western Provinces, could no 
longer borrow on her own credit. Thereafter, the 
Dominion supplied the necessary loans. After 1934 
the imposition of new taxes, increases in rates 
together with a measure of recovery produced a 
rise in revenues, but the Province remained unable 
to meet the full costs of its portion of relief. How- 
ever, following the arbitrary reduction of debt 


TaBLE 67.—ALBERTA—THE Cost OF RELIEF AND MunicIPaL-PROvVINCIAL FiInancEs, 1930-37 


(Millions of Dollars ) 


— 1930 
Total Mun.-Proy., Current, Revenues.........0.....s0000deeeees 36.6 
Total Mun.-Prov. Current Expenditures excluding Relief..... 38.0 
Surplus available for Relief, or Deficit....................... 1.4 
Total Relief Costs expended through Mun.-Prov. Agencies.... 2.4 
Deficiency of Mun.-Prov. Revenues..............csececeeees 3.8 
Less Share of Relief Assumed by Dominion................... 12 
Mun.-Prov. Deficit or Surplus.................. te ate 3.6 


Dominion Loans to Province for Relief and General Purposes. . 


1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 
34.4| 35.5| 35.2! 36.11 36.31 38.7| 39.2 
30.41 36.71 35.6] 35.2] 35.1] 33.2] 33.2 
5.0| 1.2 A 9 ee ee 6 0 

Ba te tlig Mh ATG ge grl tg IM\ Vigio 7.6 
1:7.) N'7541,8.3.) BY. BB) 8 1.6 
26| 26 15 1.6 18| 3.6 3.7 
9.1 4.5 3.8 3.5 4.0 1 21 
1.0 HO Tine. t B09 )) 17 | 8 2 


™ Including municipal sinking fund contributions and debt retirement. 


Alberta’s relief expenditures arose very largely 
out of the unemployment which prevailed in the 
cities, principally Calgary and Edmonton. These 
cities were mainly dependent on the distribution 
of goods and supplies to the farms, and upon 
investment resulting from rapid settlement of the 
frontier. When low prices and heavy fixed costs 
sharply curtailed farm purchasing power and 
reduced agricultural expansion, opportunities for 
employment declined. Furthermore, these centres 
became havens of refuge for workers and farmers 
who had left the land. Alberta municipalities were 
required to assume a slightly larger share of total 
relief costs than in other parts of Canada. Since 
their ability to borrow quickly disappeared, the 
whole of the funds had to be raised by taxation 
and by loans from the Provincial Government. 


charges by one-half in 1936, the Province was able 
to finance without further borrowings. Between 
1930 and 1937 the provincial debt rose by $32 
million, over 50 per cent of which was due to relief. 
This represented a rate of increase less than half 
as rapid as that which took place on the average 
in other provinces. Alberta’s per capita deadweight 
debt, however, was one of the highest in Canada. 


British Columbia 

The British Columbia economy was fully exposed 
to the unfavourable influences of the world depres- 
sion. Employment was heavily dependent upon 
production for foreign markets. As the prices and 
markets for raw material exports fell, unemploy- 
ment became chronic. Unlike the Maritimes or 
the Prairie Provinces, British Columbia’s export 
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industries are operated by large-scale corporate 
methods in which the workers are wholly dependent 
upon wages. In the former Provinces, where 
individual enterprise located in rural areas is 
predominant, at least some degree of self-sufficiency 
is possible. In British Columbia, when export 
markets and prices decline sharply, large numbers 
of labourers are left completely without means of 
support and must be looked after by public relief. 


municipalities were tided over by the provincial 
assumption of a larger portion of the total costs 
of relief and by provincial loans. During the last 
two years British Columbia municipalities were 
required to contribute less than 9 per cent of the 
total outlay. This easing of the burden by the 
Province avoided dangerous increases in the muni- 
cipal debt which would otherwise have been 
necessary. 


TABLE 68.—BritisH CoLUMBIA—THE Cost OF RELIEF AND MUNICIPAL-PROVINCIAL FINANCES, 1930-37 


(Millions of Dollars) 


Total Mun.-Prov. Current Revenues................... anh aes 
Total Mun.-Prov. Current Expenditures excluding Relief,.... 


Surplus available for Relief or Deficit.....................0.0. 
Total Relief Costs expended through Mun.-Prov. Agencies... . 


Deficiency of Mun.-Prov. Revenues...............0-eecee ees 
Less Share of Relief Assumed by Dominion...............064. 


Mill -EPO Vs IDGTICIE ce aiiionys cle cia ice leneheielt ols aielig re elon rore dle 6-66 


1930 


1931 1932 1933 1934 1935 1936 1937 
45.4 44.1 44.0 45.8 47.4 48.6 52.1 
47.7 44.8 43.2 43.0 43.3 44.4 47.6 
2.3 7 8 2.8 4.1 4.2 4.5 
8.4 8.9 8.1 9.9 11.3 10.0 9.0 
10.7 9.6 7.3 res 7.2 5.8 4.§ 
3.4 4.1 3.4 3.2 2.3 3.5 3.1 
7.3 5.5 3.9 3.9 4.9 2.3 1.4 
1.6 2.2 1.9 4.0 6.6 4.0 2.9 


Dominion Loans to Province for Relief and General Purposes... 


™ Including municipal sinking fund contributions and debt retirement. 


Prior to the depression British Columbia was 
the most rapidly growing province in Canada, and 
a relatively larger number of workers than else- 
where were drawn into the construction industry. 
When the investment boom collapsed the unem- 
ployment problem on this account was relatively 
more severe. The difficulties were enhanced by 
the fact that most of the expansion took place in 
the metropolitan area of Vancouver which contains 
nearly half the population of British Columbia. 
This concentration of the population in one urban 
centre was greater than that in any other prov- 
ince. The relief problem was further intensified 
by the migration of many unemployed labourers 
from the Prairie Provinces to the milder climate 
of the coast city. 

As a consequence of these various factors, per 
capita relief expenditures in British Columbia were 
the largest in Canada with the exception of 
Saskatchewan. Relative to the provincial income, 
however, they were less burdensome than in any 
of the Prairie Provinces. During the first half 
of the period none of the relief costs were met out 
of current revenues. Debts rose rapidly and by 
1933 the credit of the Province and the munici- 
palities was exhausted. Henceforth the necessary 
loans had to be obtained from the Dominion. The 


After 1933 higher taxes and improvement in 
export prices produced a sharp rise in provincial 
revenues. In 1937 these revenues were almost 30 
per cent higher than they were in 1930. In each 
of the years 1934 and 1937 substantial portions of 
the relief expenditures were met out of current 
receipts. Thus, in spite of a continuing heavy 
relief burden, increases in provincial debt were 
held at a relatively low level. Between 1930 and 
1937 total liabilities rose 35 per cent compared 
with 57 per cent for all provincial governments. 
British Columbia’s per capita deadweight debt, 
however, was for many years the highest in Canada. 
In 1937 it was only slightly below that of 
Saskatchewan. 


Results of Dominion Insistence on Primary Prov.- \ 
Mun. Responsibility for Relief—large Dom. 
expenditures without adequate control, large 
deficit spending with wasteful results, creation | 
of unwieldy prov. and mun. debts, virtual 


breakdown of finances of several provinces 


It is clear from the above brief review that there | 
was no co-ordinated or carefully planned relief — 
policy in Canada during the depression. It was a — 
policy of expediency which failed either to promote _ 


| 
| 


maximum welfare under the circumstances or to 
safeguard the financial position of the various 
governments. The Dominion, from whom alone 
leadership could have come, was mainly concerned 
with steering a day-to-day course between insisting 
on the constitutional responsibility of the provinces 
and the necessity of preventing widespread starva- 
tion. Although the Dominion provided nearly one- 
half of the total funds, and over 70 per cent in the 
case of the Western Provinces, it did not have 
adequate control over the money which was spent 
and administered by nine different provinces and by 
hundreds of municipalities, each trying to get along 
as best it could without much thought of the others. 
Because of limited financial resources and depend- 
ence upon the Dominion no province could carry 
out an efficient and economic program of its own. 
The grant-in-aid policy of the Federal Government, 
which involved an expenditure of federal money 
amounting to $162 per capita in Saskatchewan and 
only $23 to $12 per capita in the Eastern Provinces, 
resulted in large transfers of income from one 
section of the country to another under conditions 
that gave no assurance that the transfers were 
spent in a manner which produced the greatest 
national benefits. Because of the wide disparities 
in the incidence of the depression and the effects 
of the national economic policies large transfers 
were inevitable, but their basic purpose should have 
been to enhance the national welfare. As it turned 
out, glaring and unjustifiable differences in relief 
standards arose;1 large amounts of federal money 
were either directly or indirectly loaned to farmers 
and municipalities without proper safeguards as to 
repayment; free movement of labour to jobs was 
impeded by a maze of local relief regulations; many 
homeless unemployed were pushed from pillar to 
post; and large sums were wasted by conflicting 
and offsetting policies which were followed in 
different parts of the country. 

Although a large amount of federal funds was 
spent the conditions under which the money was 
given did not prevent breakdowns in municipal- 
provincial finance. The grant-in-aid policy was 
based on the premise that the province (with its 
municipalities) was constitutionally responsible and 
that it should, therefore, carry as much of the 
burden of relief within its area as possible. The 
province in turn tended to hold the municipalities 
responsible and to push the financial burden as far 
as possible on their shoulders. As a consequence 


1See Appendix 6—A. E. Grauer, Public Assistance and pe 
Insurance, pp. 22-28. See also this Report, Book II, Sect. A, Ch. 
for further discussion of this problem and for pe pee er ane 
thereon. 
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nearly all the provinces and many municipalities 
were drawn to the edge of financial solvency and 
some were pushed over and became bankrupt. Some 
municipalities and governments of every province, 
with the possible exception of the two Central 
Provinces, acquired heavy deadweight relief debts 
which their limited taxing powers cannot carry 
indefinitely. The Western Provinces either tem- 
porarily or permanently lost their financial inde- 
pendence and could only continue to function with 
Dominion loans and in some cases with partial 
default of debt charges. In 1937, one-fifth of the 
total municipal-provincial revenues were absorbed 
by the interest on non-self-supporting debts. 


Taste 69.—DoMINION RELIEF EXPENDITURES IN EACH 
OF THE PROVINCES THROUGH MUNICIPAL-PROVINCIAL 
AGENCIES, PER CAPITA AND PorTION oF TOTAL 
Funps Proviwep, 1930-37 


Per Capita (dollars) reece 
OES Funds 
Dom. | Dom. Total P i 
Share | Loans Tice nien 
% 

Prince Edward Island............. 14 — 14 40 
INovalScotialiar. eons (23 e gy, 14 — 14 37 
New Brunswick........0.5 00.0008. 12 a 12 39 
CUEDEC Mere ele olae ae) Seeleiets ale ich sees 17 —— 17 29 
Ontarioneis iy j.vaues Hulls Mode 23 — 23 32 
IManitobags oe ee Ube ne 33 29 62 69 
Saskatchewan................000e 26 66 162 85 
PANDO r baa a i iba aula ait ide a alk 23 23 46 71 
British Columbia........0...---.0- 31 31 62 68 
LO AVANT Re 2 hes ie baans i ae 26 37 46 


Deficit spending occurred on a large scale, but 
because of the unrelated policies of numerous 
governments, it did not produce, assuming it was 
necessary and desirable, the most efficient results. 
Some provinces spent large amounts on public 
works while others drastically curtailed such out- 
lays. Some endeavoured strenuously to minimize 
the increases in debt to preserve their credit while 
others borrowed extensively with consequent harm 
to the credit of their more cautious neighbours as 
well as to their own; some fulfilled their portions 
of national projects while others could not, or would 
not, do so. Had the relief deficits been centralized 
in the one authority which had control of monetary 
policy and possessed the national powers of taxa- 
tion, the money could have been obtained at 
considerably lower interest rates and could have 
been spent effectively as part of a general and 
co-ordinated employment and recovery program. 
In the latter case the country could have emerged 
from the depression with government finance as a 
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TABLE 70.—THE EFFECT OF RELIEF ON MUNICIPAL-PROVINCIAL DEBTs—1930-1937 
(Millions of Dollars ) 


Prince New 
Bruns- 


epee Edward | Nova 


Sas- British 
Que- On- Man- | katche- Al- Col- Toran 
bec tario itoba wan berta umbia 


Island | Scotia wick 
Outstanding: Debt) LO80j 5228 eeyeieteetee 4-4 79-0 69-4 
Total capitalized Relief and Current De- 
LIER OA EG AAS ATES ER EID, PERSO OAS ay AI 2-0 11.9 6.2 
Other Capital Expenditures and Advances 
IN Ge eh is, aides NN IIE FI aeY Sie 3.0 29.4 28.9 
Less Contributions to Municipal Sinking 
Funds and Debt Retirement......... 9 3.5 2.1 
Outstanding Debt 937 vaasuiwe welele ac) 8.5 116.8 102.4 
Percentage of Debt Charges to Current 
Revenues 193 (sae lee alee ahclecenateore 16 20 27 


458-7 |1,064-3 | 202-9 | 163-7 | 204-5 | 237-5 2,484-4 
138.4 | 108.0 31.4 87.1 22.9 29.2 437.1 
211.8 | 189.4 14.6 30.0 2.5 28.5 508.9 
49.1 | 106.7 10.2 dow 8.8 10.5 199.0 


759.8 | 1,255.0 | 209.5 | 273.6 | 221.1 | 284.7 3,231.4 


21 17 21 23 15@ 21 19 


™ At reduced rates. 


whole in a much stronger position, the virtual 
breakdown of provincial finance could have been 
avoided and there could have been much more 
to show for the debts both in terms of human 
welfare and in material productive equipment. 
The decentralization of the deficits made it 
extremely difficult to obtain the best results from 
the huge expenditures of public money. 


TaBLe 71.—DerrFicit SPENDING AND THE INCREASE 
IN GOVERNMENT Depts, 1930-37 
(Millions of Dollars) 


im SR Ge 
om- anc : 
inion Munici- ee Total 
palities 

Capitalized Relief and Current 

Wefichia iment: caseine tects: 770 437 — 1,207 
Capital Expenditures—not wholly 

Seli-supportingusedisn<ceiieciech 147 477 5 619 
Less—Municipal Contributions 

to Sinking Funds and Debt 

Retirement iii acne steel _ 199 _— 199 
Motel Detert ee eel aL 917 715 6 1,627 
Increase in Cash and Liquid 

FACE TST IVA Hea A APSA Opa pes 159 32 129 62 
Total Inerease in Outstanding 

DebtylesO-sl ss ee wees: 1,076 747 134 1,689 


Current Expenditures—rising debt charges, relief 
and other public welfare force contraction in 
other expenditures; important services in some 
provinces reduced below desirable standards 


Relief and public welfare overshadowed all 
other government activities during the depression; 
aggregate expenditures of all Canadian govern- 
ments on every other service, apart from net 
debt charges and defence, declined. If relief be 


excluded the total per capita outlay of govern- 
ments on current account was practically the same 
in 1937 as in 1930. However, this stability was 
entirely due to the decreasing expenditures of the 
municipalities. The senior governments assumed 
an increasing share of government costs; the 
Dominion-plus-provincial per capita outlay (exclud- 
ing relief) rose slightly. While total government 
expenditures were not altered significantly they 
constituted a rising proportion of the national 
income, e.g., 20 per cent in 1930 and 26 per cent 
in 1937. Such increases of government expenditures 
as occurred were in connection with services 
(except defence) arising chiefly out of destitution 
caused by the depression. The per capita disburse- 
ments for public welfare (excluding relief) rose by 
nearly 60 per cent. As unemployment continued 
public health service had to be extended. The Old 
Age Pension scheme was adopted in four additional 
provinces and a rapidly increasing number of those 
over 70 were given assistance. After 1930 the 
Dominion increased its contribution from 50 per 
cent to 75 per cent of the cost of these pensions. 
During the eight-year period the outlay on old age 
pensions increased by $27 million. The other 
significant rise in government costs, namely debt 
charges, was closely related to the capitalization of 
relief and other capitalized expenditures associated 
with the depression. 

In 1930 relief and other public welfare absorbed 
11 per cent of the current receipts; by 1937 the 
proportion had risen to 25 per cent. In the latter 
year these two items together with net debt charges 
took 53 per cent of the total revenues. The 
narrowing margin of the remaining income put 
a severe pressure on other government activity, 


el 


particularly that of the provinces and the muni- 
cipalities. The per capita expenditures on educa- 
tion were reduced 16 per cent (in Saskatchewan 
there was a reduction of 41 per cent). The per 
capita outlay on the maintenance of roads and 
streets fell by 27 per cent on the average and by 
41 per cent on the Prairie Provinces. In spite of 
the additional staffs required for expanding public 
welfare activities the cost of general administration 
was decreased, again the largest cuts being made 
by the Prairie governments. Thus the burden of 
relief which was left to the provinces and muni- 
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prices and luxury expenditures. About one-fifth 
of the total revenues (40 per cent for the Dominion) 
were obtained from customs duties on imports which 
fluctuated closely with the value of exports, capital 
movements and the volume of investment. Over 
10 per cent of total government receipts was 
derived from imposts on cigarettes and liquor and 
was, therefore, sensitive to the wide swings which 
occur in the consumption of luxuries and semi- 
luxuries. Another 5 per cent came from amusement 
taxes, public domain, sales of commodities and 
services and from miscellaneous sources which were 


TABLE 72.—GOVERNMENT EXPENDITURES ON CuRRENT AccouNnT, 1930 anp 1937—ALL GovERNMENTS 
(Thousands of Dollars ) 


Municipal Provincial Dominion Total 
1930 1937 1930 1937 1930 1937 1930 1937 

INSEHE DU MC NSPGOG rea ahh. itn ane Getta s big te wuts Shen ede oO 55,740] 54,813] 29,476) 50,911) 149,098) 167,043) 232,522) 271,339 
PMNCE secant auntie LY. seauer a tia Cheek es eek cmimanets seeue == — — — 23,256] 33,614] 23,256) 33,614 
IE CNSIONSTANGMAT CELCOEC one Pb ore Cla teo. staiciaraligwilera orate ater — — — — 55,341] 54,487) 655,341] 54,437 
PG WV GEORG Stan ret Aa chet en RI SES le SHES ta Me 31,510} 53,223] 34,678) 87,806) 17,698) 109,998} 83,882) 251,010 
PUCUCAUIOTIEM MRI te chee OED hk MN ber AMON PTR yang ual Aan 84,705} 76,506} 33,775) 32,121 102 272} 119,191) 108,899 
ACTICUIGUFe TANG ENO LC IOMAIN Nei) cles ac sissies, « slesevelg aie tata s —_ a 21,241| 20,636) 23,298) 17,909) 44,484) 38,545 
ELTANSPOLLALIONI EE eR RR AT eG men AIS St teh jc tallel rests! Cd Ai ANE HUME 42,159} 30,559} 28,328} 25,191) 29,083) 18,000} 99,570) 73,750 
STI SICIES LOM ETONIN CES = Hes ateale a) clue eee oteye a: beet sarge eter Co See —_ — — — 19,036} 21,210 — — 
‘General Expenditures— 
Justice, Legislation, General Government and Miscellaneous...| 71,614} 66,936} 35,902) 41,835/@70,332) 55,685) 177,849) 164,456 

7 Wad 6) A Ne abs ga 1 ip path th he Al MR GEA 3 285 , 728] 282 ,037/ 183,400) 258,500) 387,844) 475,163) 836,095) 996,050 


® Includes Post Office Deficit—6,081. 
® Less duplications. 


cipalities and the rising debt charges produced in 
many cases an undesirably large retrenchment in 
essential services. The upkeep of highways and 
buildings was skimped for the purpose of immediate 
savings which would later result in much greater 
expenditures. The outlay on public domain, 
particularly in British Columbia, was decreased to 
a point which hampered development and conser- 
vation of resources. Certain helpless groups such 
as the infirm were in some provinces inadequately 
cared for. The sums devoted to education in 
Western Canada were cut below those necessary 
for the maintenance of desirable standards. 


Current Revenues—vulnerability of revenue struc- 
ture, increases in revenue sought mainly by 
imposts on consumption and costs; inadequate 
use of progressive taxes on net incomes and 
inheritances 


Canadian government finance entered the depres- 
sion with a highly vulnerable revenue structure. 
A considerable proportion of the receipts were 
directly tied to the extreme variations of export 


immediately affected by changes in economic con- 
ditions. Thus about 35 per cent of total govern- 
ment revenues were obtained from sources which 
fluctuated more widely than the national income. 
Between 1929 and 1933, this group of revenues fell 
by 53 per cent. 

At the beginning of the slump, one-third of the 
public receipts consisted of municipal taxes on real 
estate which fell sharply in value as economic 
expansion ceased. Slightly over one-fourth came 
from corporation taxes, gasoline taxes, sales taxes, 
miscellaneous taxes and licences and fees. Less 
than 7 per cent was derived from progressive taxes 
on personal incomes and inheritances. 

With the onslaught of the depression, govern- 
ments were immediately harassed from two sides 
—rapidly falling receipts from vulnerable revenue 
sources and sharply rising costs due to relief, other 
public welfare and debt charges. The urgent 
problem of finding new revenues was greatly 
intensified by the wide differences in the decline of 
incomes in the various regions and areas and by 
the constitutional division of taxing powers. The 
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municipalities had virtually only one source of 
revenue—taxes on real estate. With this source 
nearly one-fifth of the relief and 14 per cent of 
the increase in other public welfare costs had to 
be financed. There were few places where savings 
could be made. Interest and sinking fund pro- 
visions respecting municipal debt constituted a 
large annual outlay that could not be reduced. 
These increases in cost and fixed charges made it 
impossible to avoid increases in levies and the 
maintenance of assessments. Due to the adoption 
of such increases receipts from real estate taxes 
declined only slightly in spite of rapidly falling 
earnings from real property. In the metropolitan 
area of Montreal levies on real estate were supple- 
mented by a municipal sales tax. The sharp 
contraction of income from real estate after pay- 
ment of taxes was an important deterrent to a 
revival of construction without which a substantial 
measure of recovery was not possible. 

The provinces were restricted in their search for 
revenues both by the constitution and by practical 
circumstances. Indirect taxes were not within their 
powers. The income tax field was occupied by the 
Dominion. In any case, with the exception of 
Ontario, Quebec and British Columbia, the prov- 
inces could hope to get comparatively little from 
income taxes owing to the scarcity of large incomes 
and the prevalence of small-scale, individual enter- 
prise in their economies. Although succession 
duties were imposed solely by provincial govern- 
ments, revenues from this source could not be 
greatly expanded except in the Central Provinces 
because of the relative absence of large concentra- 
tion of wealth in other provinces. Consequently 
increases were concentrated in the main on corpora- 
tion taxes, gasoline taxes and motor licence fees. 
This group brought in over one-half of the $70 
million that was added to provincial revenues 
between 1930 and 1937. Income taxes were 
imposed by all the provinces except the Maritimes 
and Quebec, and the rates, along with those on 
inheritances were raised, but one-half of the $25 
million increase in receipts from these sources was 
collected in Ontario. The most hard-hit provinces 
ventured into new fields, Manitoba imposing a wage 
tax, and Saskatchewan and Alberta levying retail 
sales taxes. 

The plight of some of the provinces was recog- 
nized by the Dominion by granting increases in 
unconditional subsidies. The special grants to 
Prince Edward Island, Nova Scotia and New Bruns- 
wick were increased by $150,000, $425,000 and 


$300,000 respectively in accordance with the 
report of the White Commission. During the same 
year British Columbia was given an additional 
$750,000. In 1937, special temporary grants were 
made to Manitoba and Saskatchewan of $750,000 
and $3,500,000 respectively to help finance essen- 
tial government services which would otherwise 
have had to be continued at far below desirable 
standards. The total increase of $7 million in the 
Dominion’s unconditional subsidies, however, took 
care of only a small part of the increased provincial 
burdens. In 1987 large deficits on current account 
continued to exist in Saskatchewan and Alberta, 
and the other provinces were just barely in balance. 
However, few could long survive even a slight 
recession in economic activity without the reappear- 
ance of deficits. 


The Dominion with its vulnerable customs and 
excise receipts was quickly confronted with the 
need to find new revenues. In -1931 the federal 
deficit rose to $151 million (a figure almost. equal 
to one-half of the total revenues for that year) 
and it never fell below $74 million until 1937. In 
its efforts to raise additional income the Dominion 
resorted mainly to increases in consumption and 
corporation taxes. The progressive tax field was 
either left to the provinces, as in the case of the 
succession duties, or was not aggressively utilized. 
The sales tax was successively advanced from 1 
per cent to 8 per cent. Corporation income taxes, 
excise duties on liquors and tobacco and revenue 
customs duties on a number of items of general 
consumption were sharply raised. Personal income 
tax rates were increased and exemptions lowered 
but not sufficiently to take care of more than a 
small part of the total requirements. Between 1930 
and 1937 total Dominion revenues rose from $314 
million to $464 million; almost three-fourths of 
this increase was produced by the sales tax. 

The impact upon the constitutional framework 
of the exigencies of public finance during the 
depression added greatly to the confusion and 
inefficiency of the Canadian taxation system. The 
joint occupation by the Dominion and the provinces 
of the progressive tax field (except inheritance 
taxes) and the corporation tax field led in the one 
case to inadequate use and in the other to wasteful 
duplication. As a consequence far too great a 
proportion of the load of government expenditures 
was carried by regressive consumption taxes, by 
real estate taxes, and by economically harmful 
taxes on corporations and business. 
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TaBLE 73.—GOVERNMENT REVENUES ON CuRRENT AccouNT, 1930 anp 1937—ALL GovERNMENTS 
(Thousands of Dollars ) 


Municipal Provincial Dominion Total 


1930 1937 1930 1937 1930 1937 1930 "1937 


HEGETAL SU DSIGIES State rattrettnt co tlre oe eee ue ee wiki es eee — o 14,276} 21,1844 — — a —- 
Taxes— 
Custis TNpOre MD UUIES. ory eee enlew ye Lc ee ee ames — = — — 131,209) 112,077} 131,209) 112,077 
EUXCISCMLDULUIOS ey terette teeters ata such onetoke efaral eG bovis. « areteiw’ibisohuuane —_— —— = —_— B40 .b2,037) b7, (4a) O2.0a0 
Mianuiacturers ol axes. wacnec is ct cecienions o's ce care eieemets — = —_ — 10,474) 17,185) 10,474] 17,185 
Bilca Mr axearte at se E AGL oo bls wot col chtns ./ Sey — 4,412} — 1,893} 20,147) 138,055} 20,147] 144,360 
Danpnraeil Ch aXOGn ee poet tnt Se auld 4 + «0 sje euch oiinies v — — 18,520) 34,002). 45,961) 71,742) 64,481) 105,744 
STE oe ORT, i A ek A 6 — — 20,780) 35,757) — — 20,780} 35,757 
Imcome MaxestonsPersOnsaese serortaren ce cicie evole ale os -tid ie vanes 2,381 1,870 2,122} 11,884) 26,624! 50,597) 31,127) 64,351 
(GASOMEWLASCS Pep ee tae is a roley piel oe Wa lehotei 6 ostoheus a's igouwe nae re — — 23,487| 38,906 — ood 23,487| 38,906 
Reaieroperhys Laxesesncs.. Pace acl e teas oe cae deere mite 257,118] 244,936 6,708 5,875 _ —_ 263 , 826) 250,811 
AMUSEINENT PEAKS sais ae Aahe laos «Sucre Bee wsisrei one wleielelgue elufbeca’s — — 4,525 2,838 — — 4,525 2,838 
Otherat axes eer cect. Barc ra ee Comins. leks atet: 5 ieee eS 232 (ole oo7 1,534 3,005 4,531 7,391) 29,340) 30,7338 
rot P oral Teresi etic k a be. ssccun eae 282,774| 271,555| 77,676] 134,160] 296,693] 449,084] 657,143] 854,799 
Motor Vehicles, automobile licences, etc...............ee0008- (a) (a) 19,907; 25,9387) — —_ 19,907| 25,937 
All Other Licences, Permits and Fees, Fines and Penalties..... 11,294) 10,454) 10,024; 8,905) 3,703) 2,539) 25,021) 21,898 
EN PEDERI 2 DNS Can Oa = eT aT egret et _ 17,037| 21,135, 2,297| 2,484) 19,334] 23,619 
idvor' Control mechs easy een cs tk aS a — 30,985} 29,798} — — 30,985} 29,798 
Sale of Commodities and Services...............0c0eceeeeeee Silat 6,175 1,159 965} 2,745) 6,269] 7,075/13,409 
(CKO SGab Ode boom AOR OUD Ore eC ces et ie, meee oer 19,916} 20,881 2,759 2,390 8,605 3,948! 29,457) 25,753 
TCO DN 8 hah 5 ae es a I 317,155} 309,065} 173,823) 244,474) 314,048) 464,324) 788,922) 995,213 


(a) Particulars not available; included with all Other Licences, Permits and Fees. 
(b) Includes Post Office Surplus—3,250. 
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Cuapter VII 
THE ECONOMY TODAY 


1. Canapa’s PLACE IN THE WorLD EcoNOoMY per cent of the world’s population, Canada ranks 
sixth among the leading world traders,! first among 
debtors,2 fifth among creditors,3 third or fourth 
among security dealers,4 and first in tourist trade5 


Canada holds a particularly important place in 
the world economy, or at least in that section of the 
world economy which has been, or remains, organ- 


ized on a basis of interdependent trade and —in fact she ranks high in all the major activities 
financial relations and which operates as a func- | Which make up the balance of payments.6 On a 
tional whole. Although containing less than one per capita basis the Canadian figures in all these 


transactions substantially exceed those of the lead- 


Fi A ; eet ; ; 1 : : M ; 
In 1937 fourth in exports, eighth in imports, sixth in tota ing world economic power United States, United 


trade. 
TaBLeE 74.—WorLD MERCHANDISE TRADE 
Net Imports Domestic Exports Total Trade 
$ $ 
million million million | per capita 
{Gat BER SOARS EAD ar Ee eae ah DOS pL Oncaea cle starch aria tos 8 POSTEO D SUS IR naval tres aaaeee ce ieee 7,659 165.72 
PAA BERS Leon te la Ate a HR Rr ee SROOSIMY 2 OTe clea cs © slots oe PAL Y otal PP RON Oto ye WE Ae RE rh ae Nal 6,306 49.10 
Sc German y.veewous ee eee. 27476 13. Germany, . 6. esses «- 2 OTS a Germany ues erets eee 5,087 63.02 
QSPETANCO ss chert: mean ey lis nee POON a Canadas. phos o,ccusactoe- Li DIG | 4eaBrances.cen..aceae sire 2,556 60.99 
Bear AERTS Neo ie Ns fs Went 1,073 SUMAPAIN. . dns sco aupeee naa 1,972 20.18 
G2) Beloiumapi ore eo eines 923 6s: Cariadane 3 Aaa 1,919 174.01 
Ze Netherlands wrens cine aoc els 853 
See Canada saree tec eek 809 
2 Nominally, Canada is slightly exceeded by Germany. € Complete statistics not available. The gross Canadian turn- 
8 Approximately, based on the following estimates of foreign over is approximately $1,000 million a year; this figure would be 
investments— ve greatly exceeded by U.K. and U.S.A. transactions, and roughly 
UE vara equalled by Netherlands transactions. 
ESCA AdY Made we Orda Tin hfe 12 5 Foreign tourist expenditures in Canada were formerly less 
Netherlande oiiicciecicicisticts ovslele clatete ocevcisie ers An 4 than in France, but in recent years Canada has apparently become 
Miran cele pmrsteteisteteverers tere stotlecicvsieleiaicreretole la s;e1s 4 much the largest tourist centre. It is interesting to note, however, 
CONE AG Med leinterereeicle)silowne clare) vcisiele eiersie eieteiere 12 that tourist expenditures in the State of California are double total 
Estimates for Belgium and Switzerland are not available. expenditures in Canada. | 
STABLE 75.—CANADA’S BALANCE OF PAYMENTS 
| 1937 1938 1939 
Current Account —_—. | 
Credit Debit Credit Debit Credit Debit 
IMerchandisereic sepia rein cits ree Sete ra hres awit ae +1,009.7 —796 .4 +847.1 —665.2 +933 .6 —731.6 
COL ees tc ey MR ARTS Sts Ue ecg + 145.1 —- 0.1 +156.5 — +184.4 bee 
SPOuUrIstwe TAGE fee ie Arai Set oles MEE ee ....[ - 294.7 —124.4 +282 .7 —121.0 +275.0 —110.0 
Jnterestiand Dividends): i suleciins ve ecmeen ek ses 6 ke + 78.8 —325.0 + 66.0 21700 + 53.2 —314.0 
Ai TaN ON ig AM ee a aie Sa erage 0 nA a + 111.7 —137.2 + 79.6 —105.0 + 86.0 —126.8 
Miscellaneous Services..............2ce seer ceeceeces + 25.2 — 63.9 4- 23.4 — 66.9 + 29.1 — 69.9 
TotalCreditsandrDebitsieue arc cas veereec eee oon +1,665.2 —1,447.0 +1,455.3 —1,275.1 +1,561.3 —1,352.3 
Capital Account 
New issues and retirements of securities............... + 89.5 —177.9 + 88.6 —150.5 +1445 —234.7 
Sales and Purchases of outstanding securities .......... +506 .6 —511.4 +369 .2 —340.3 +3811.0 — 238.9 
Other capitalimovementsiW./ag2 co oer so + 24.0 —129.6 — —102.0 - —144.0 
Net Outward Capital movements..................... +620.1 —818.9 +457.8 — 592.8 +455.5 —617.6 
Residualltenn:: over i ele eiee eal epee aaee emi AA atid} + 19.4 + 45.2 + 46.9 


Kingdom, Russia, Germany, France, Japan.7 The 
Canadian national income per capita was exceeded 
only by that of the United States in 1929, although 
in 1937, in part as a result of the drought, Canada 
was in sixth or seventh position.8 Industrially 
Canada is ranked eighth in the world (although 
only thirtieth in population); Canadian railways 
are the fourth largest in the world;9 and the 
volume of shipping from Canadian ports is about 
the fourth largest.19 

These details are highly significant illustrations 
of the Canadian economy and of the role which 
Canada plays in international business. It is only 
by playing this role that Canada can maintain any- 
thing near her present standard of living and can 
support the great capital investment which has 
been made to equip her for this role. Because Can- 
ada is one of the least self-sufficient countries in the 
world her prosperity and her very existence depend 
on making the most of her own specialized resources, 
and on trading them as advantageously as possible 
for her other requirements. Her success will depend 
not only on her own skill and efforts, but also on the 
continuation of an interdependent and integrated 
international system of trade and finance. Every- 
thing which tends to restrict the operation of that 
system, such as barriers to the international move- 
ment of population, goods or capital, or the detach- 
ment and artificial isolation of large blocs from the 
world economy on a self-contained basis, reduces 
the scope for an advantageous international division 
of labour—the principle on which the existing Cana- 
dian economy and standards of living are built. 


7But the per capita figures are higher in some smaller 
countries: 
Per capita Gross Trade, in order of size of countries with 
larger per capita aggregate than Canada—1937 


LiNews Zealand eee c chs slates viele s ole's 323°94 
ep ESCLSAUTNG eleiselsiavc) cieicietalestelelats!s\e eters « 4is\s)e 214-93 
Se DICHIMAL KE Ieiea sietsinereysigisis siete ieleqetoboss.« olloie:s 192-93 
ARPINOL WAV At ein eranicie oc shelsiorcte ec ie-cleleie es abies 179-61 
Bri Netherlandauis. stn tacelasleiaiste aie 'aless.s 175-22 
GUSiwitzerland aes s vecsisis cs csciele sco divaine's 174°37 
WNC ENEAG Walstes sa siels wrielenisioteisistarsieta'e s0's\6 174-01 


Source—Condensed Preliminary Report on Trade of Canada, 
1938-39, pp. 46-48, and League of Nations Reports. 


SNATIONAL INCOMES PER CAPITA, 1937 
(In US. $) 


At Present At 1929 Parities 
US. $ 


Exchange Rates with U.S. 

\ OPS) FAS BSA Ae te 536 536 

BEC Geten.yitatals cts’ eistee euetale 500 491 
Australial rn srisioe« o's 434 529 
Gieranany, tiie cis oislei5 8 'o"s16 421 249 
SWECEMTIEIs oes settee ote 380 398 
New Zealand ........ 412 503 
Canada e303 eet Shan 377 


* Income Produced Method as estimated by the Bank of Nova 
Scotia as more comparable with incomes reported for other 
countries than Commission’s calculations. ‘ ‘ 

9 Canada has the fourth longest railway mileage, ranking after 
U.S.A., Russia, and India, and the fourth largest ton mileage of 
traffic, ranking after U.S.A., Russia and Germany. t 

10 The registered tonnage of vessels clearing with cargo in 1935 
(latest available year) was largest for the U.K., next for the U.S.A., 
next for France, and Canada was almost exactly the same as 
Germany, Spain, and Belgium. 
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A very brief review of Canada’s resources in 
relation to the international economy will make 
clear why Canada plays such a relatively large part 
in that system, and is so profoundly dependent on 
it. Canada can produce large surpluses of many 
agricultural products (cereals, potatoes, apples, 
cattle, pork, and dairy products), of many forest 
products (pine and fir lumber, spruce and poplar 
and balsam pulpwood), of many mineral products 
(gold, silver, copper, nickel, lead and zinc), and 
hydro-electric power more cheaply—i.e., with the 
application of relatively less capital and labour— 
than can be done in most other countries. On the 
other hand, either Canada cannot produce, or 
cannot produce as cheaply as some parts of the 
world, her own requirements of such essential 
industrial raw materials as iron, coal, oil, rubber, 
and tin; of tropical fruits, fibres, and other natural 
products; and of many iron and steel, chemical, 
and textile manufactures based on special local 
resources and techniques. Every country could 
display a list of surplus and deficit resources, 
but in few would both sides of the balance sheet 
contain such basically important products in such 
volume, and in few would the extremes be so great. 
Thus Canada is at once the world’s largest exporter 
of wheat, newsprint and non-ferrous metals, and 
one of the world’s largest importers of coal, oil 
and steel products. It is in this distribution and 
peculiar character of Canada’s resources, and in 
her lack of resources, that we find the explanation 
for many of Canada’s distinctive economic, and 
related public finance, problems. 

Some of the salient characteristics of Canada’s 
trade may be noted. Both the staple imports and 
exports are mainly bulky, relatively low-value 
articles, and the sources of supply are distant from 
the markets, and therefore cheap transportation is 
of vital importance. Of the chief staple exports, 
wheat required a very large capital investment in 
handling and shipping facilities and to-day requires 
an increasing capital investment in facilities for 
mechanized production. The forest and metal 
products, partly because of the technical character 
of Canadian resources, also required a very large 
capital investment in plant and in associated hydro- 
electric power developments. If these resources 
were to be developed at all, they had to be developed 
on the largest possible scale in order to secure the 
economies of mass production and to contribute to 
the support of the heavy initial overhead. But in 
order to achieve this end very large foreign markets 
were necessary; Canada produces five times her own 
consumption of wheat (excluding seed requirements 
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for export); ten times her own consumption of her 
chief forest product—newsprint; and twenty times 
her own consumption of her non-ferrous metal pro- 
duction. It is this surplus production which is 
necessary in order to bear the total overhead cost 
of developing these industries, and to keep unit 
prices down to competitive levels. As a result of 
this kind of development Canada now supplies 
about 40 per cent of the world export wheat 
market, two-thirds of the newsprint in the world 
export market, and 40 per cent of the non-ferrous 
metals in the world export market. Canadian 
production of these products is a very much smaller 
fraction of the total world production, and many 
countries, which are of some importance in the 
world market and consequently to Canada, are 
almost self-sufficient. 

In other words, Canada, in spite of her com- 
parative productive advantages, is pushed into the 
position of being a marginal source of supply for 
many of these commodities. If a country which 
is producing 90 per cent of its requirements and 
importing 10 per cent is forced, or deliberately 
chooses, to reduce consumption, the imported 10 
per cent is likely to be the first sacrifice. Any 
substantial reduction in the proportion of the world 
market supplied by Canada is evidently bound to 
have profound effects on her ability to maintain 
competitive prices and support the huge invest- 
ment made in expectation of large-volume produc- 
tion. In a period of world depression, of reduced 
purchasing power and of increasing trade restric- 
tions, such as we have outlined in Chapter VI, the 
relative status of industries in this position suffers. 
There are weaknesses, not only because such a 
small proportion of their production is consumed 
domestically, but also because such a large propor- 
tion of the total international market is supplied 
by Canadian exports. Control of the marginal 
supply normally gives a bargaining advantage to 
the seller on a rising market, but reacts to his dis- 
advantage on a falling market. The situation has 
been intensified by the continual narrowing of the 
international trading world in recent years, which 
has led to more abrupt and extreme price fluctua- 
tions than would occur in a broader market. When 
protected domestic industries develop in former 
markets, or when depression or war restrict demand 
for Canadian export staples, there will be excess 
productive capacity, and far more than the 
proportionate share of the excess capacity will 
inevitably appear in Canada. 

The import staples, however, are in a somewhat 
different position. Large as are Canada’s imports 


of basic industrial raw materials (such as coal, oil 
and iron) in relation to Canadian consumption and 
even in relation to total world trade in these prod- 
ucts, they are but a very small fraction of the total 
production, and of their consumption in the domestic 
markets of the chief producers. A fall in the Cana- 
dian demand is important, but is not likely to have 
the same shattering effects on prices as a fall in the 
foreign demand for the chief Canadian staples. 

The great bulk of Canada’s trade is with the 
United States and the United Kingdom. This is 
a natural corollary of the distribution of resources 
and organization of the economy in each of those 
countries and in Canada, and is intensified by the 
virtual withdrawal of most of the rest of the 
world from the former international trade system. 
Canada’s geographical position and special relations 
with each of these countries are responsible for 
certain advantages and elements of strength, but 
there are also some liabilities. Canada’s trade with 
both the United Kingdom and the United States is 
of vastly greater importance to Canada than their 
trade with Canada is to them; Canadian exports 
to the United Kingdom and the United States are 
between $30 and $40 per capita in each case, as 
compared with their exports to Canada of between 
$2.50 and $4 per capita. Canadian trade with the 
United Kingdom is 30 per cent of total Canadian 
trade, while United Kingdom trade with Canada 
is only 5 per cent of her total trade. Canadian 
trade with the United States is 50 per cent ot 
Canada’s total trade, while American trade with 
Canada is only 15 per cent of total American 
trade. This great degree of concentration of Cana- 
dian trade has elements of weakness and danger, 
and changes in the trading policies of either of the 
two large countries, or automatic changes in the 
terms of trade in response to differential price 
movements, inevitably affect Canada relatively far 
more than they affect the United Kingdom or the 
United States. Because of the greater vulnerabil- 
ity and lack of diversification, Canada’s bargaining 
position is on occasion weakened and she is put at 
a disadvantage in opposing unfavourable policies or 
in negotiating for more favourable policies. 

But quite apart from the danger of directly 
unfavourable policies, which may be due to factors 
quite unrelated to Canada but which may inci- 
dentally deal Canadian trade shattering blows, is 
the inevitable swing in the terms of trade. Cana- 
dian trade with both the United Kingdom and the 
United States is of a complementary nature, and 
is a classic example of the working of a basically 
sound international division of labour. While 


Canadian cereals feed Britain, British textiles 
clothe Canadians; while Canadian products of the 
forest and mine, processed by hydro-electric power, 
feed the industries of the United States, the coal 
and iron products of the United States equip Cana- 
dian factories. But in any exchange of this nature 
there may be, and are likely to be, wide variations 
in the price trends of the various classes of products, 
and Canada may at any time find the prices of most 
of her exports declining more rapidly, or rising more 
slowly, than the prices of what she buys; or the 
reverse situation may result. Because her trade 
with the United Kingdom and the United States is 
relatively of much greater importance to Canada 
than Canadian trade is to those two countries, 
because of the much more specialized nature of 
Canadian exports, and because of the lack of 
diversified markets, variations in the terms of 
trade are much more important to Canada than 
to her two chief customers and suppliers. In 
times of depression both the United Kingdom and 
the United States can look to some important 
increases in the real value of their exports (and 
of their other income from abroad) to help temper 
the wind to the shorn economy, but Canada finds 
the impact of the depression intensified by the fall 
in the real purchasing power of the bulk of her 
exports. (In the last decade gold has been an 
important exception.) 

In all other external transactions Canada is also 
vitally affected by the policy of the United King- 
dom and, even more, by that of the United States. 
As we have noted, these transactions bulk ex- 
tremely large in relation to total Canadian income. 
The large investments of British and American 
capital made to equip and exploit the economy; 
the contra investments of Canadian capital in 
foreign securities and enterprises; the integration 
of a large portion of Canadian manufacturing, 
finance, service and amusement industries with 
those of the United States; the huge seasonal 
tourist exchange, the periodic migrations of labour, 
farmers, and professional men and the continuous 
exchange of individuals; the existence of inter- 
national labour, business and professional organi- 
zations; all these generate a continual ebb and 
flow of funds on a very large scale, and a continual 
process of adjustment of prices, costs, and profits. 
The transactions on account of the “ invisible” 
items in the balance of payments on current and 
capital account with the United States are far 
larger than the total transactions on merchandise 
account, and in some ways may have an even more 
direct effect on comparative price levels, and thus 
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eventually on purchasing power parities. In some 
respects it is as difficult, and as artificial, to isolate 
the Canadian balance of payments as to isolate 
that of, say, the State of Pennsylvania, but in other 
respects there are Canadian policies in operation 
which do segregate the Canadian economy. These 
policies, however, cannot completely control the 
Canadian economy; they can only modify the 
impact of external influences on it. As has been 
indicated, these external influences are of great 
magnitude, and in experience Canada has followed 
virtually the full swing of violent fluctuations in 
the United States, modified only slightly by the 
greater stability of the United Kingdom. A vital 
difference in the impact of the notoriously abrupt 
and extremely fluctuating North American busi- 
ness cycle on Canada and on the United States is 
the substantially higher net income of the latter.12 
The relative fluctuations in business activity and 
in per capita income are approximately the same13 
in the two countries, but the Canadian fluctuations 
occur around a much lower average income, and 
Canada lacks the impressive reserves of diversified 
climate and resources, and of a huge internal 
market which distinguish the United States. In 
short, Canada is compelled to accept the full 
measure of fluctuation which accompanies the 
highest standard of living in the world—without 
as high a standard of living to absorb it. There 
are certain physical and climatic disabilities and 
limitations which would appear to make higher 
costs and lower net incomes permanent conditions 
in Canada as compared with the United States. 
Canada’s balance-of-payment transactions, other 
than trade, tend to transmit the full extent of 
economic fluctuations in the United States to Can- 
ada, and there are also some special features arising 
from the nature of these transactions which intensify 
the pressure on the economy in times of depression. 
The most important item on the income side is that 
of tourist expenditures, which are luxury expendi- 
tures and likely to be drastically reduced in time 
of depression. On the payment side, the most 
important item is that of interest and dividend 
payments—a major portion of which is a fixed 
amount, and a large portion of which is due from 
Canadian governments. The dollar amount of this 
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payment can only be substantially reduced by 
widespread default, with all the long-run penalties 
which that entails, and in a period of falling prices 
the real burden increases. If in addition to falling 
prices there is also a fall in the exchange value of 
the Canadian dollar, the real burden of the large 
portion payable in foreign currencies increases 
even more. It is true that in the latter case 
there will tend to be a larger favourable balance 
on merchandise trade account, but the gains and 
losses will be unevenly distributed, and the in- 
creased burden of debt charges will put additional 
stresses and pressures on certain sections of the 
economy. In several years during the twenties 
Canada was on balance a capital exporter, and 
even in years when Canada was borrowing heavily 
abroad there was a cross current of Canadian 
investment abroad. But Canadian investments 
abroad went largely into equities, and often into 
merely margins of equities in the New York 
market, and into industries in Latin American 
countries which had economies every bit as vulner- 
able to world depression as that of Canada’s. As a 
result Canada suffered heavy losses both on capital 
and income on her own foreign investments while 
she continued to meet the major portion of the debt 
payments due abroad. In the thirties favourable 
balances were used largely to retire Canadian debt 
rather than to make new investments abroad, and 
there has been an important reduction in the 
amount of outstanding debt payable in foreign 
currencies. 

To summarize, Canada’s position in both her 
trade and other financial relations with the outside 
world is largely that of her position in relation to 
the United States and the United Kingdom. This 
position is similar to that of a small man 
sitting in a big poker game. He must play for the 
full stakes, but with only a fraction of the capital 
resources of his two substantial opponents; if he 
wins, his profits in relation to his capital are very 
large, and if he loses, he may be cleaned out. 


Canada’s position in the world economy has both 
strengths and weaknesses. As long as it is correct 
to speak of a world economy, or even a partial 
world economy, in which any substantial measures 
of international division of labour and trade are 
permitted, Canada should enjoy a particularly high 
export income and national income, thanks to her 
possession of a few special resources. The pro- 
vision of productive capacity to exploit these 
resources has involved heavy fixed charges; defi- 
ciencies in other resources and efforts to maintain 
past standards of living involve certain essential 


imports on a large scale. We have thus a picture 
of a normally high income and of high fixed 
costs, but even under normal conditions the 
income is likely to fluctuate much more sharply 
than the costs. Because of the character of Cana- 
dian resources, and of the nature of Canadian trade 
and other financial relations with the United 
Kingdom and the United States, fluctuations in 
gross income, and consequently even more in net 
income, at either extreme of the business cycle 
reach relatively huge proportions. 

It is scarcely necessary to add that if the inter- 
national trading system in which the Canadian 
economy was designed and built as an integral part 
should be further restricted, a new appraisal 
(which would be distressing) must be made of 
Canadian resources and of the Canadian position. 
Our “boundless resources” are worth only what 
we can sell them for. If the system under which 
we exchange our surpluses for our requirements 
breaks up, our surplus and chief staple resources 
will cease to be resources; the whole structure of 
government and private investment based on them 
will collapse; and our conception of a “ normal” 
or attainable Canadian standard of living will have 
to be drastically revised. 


2. CANADA AS AN Economic Unit 


In spite of the fact that the major Canadian 
industries are a part of an international economy, 
certain national policies have been adopted and 
national responsibilities have been assumed which 
create a distinctively Canadian framework within 
which Canadian industries operate. The framework 
is not a simple structure, largely because national 
policies have been aimed at two major objectives— 
the expansion of export staple industries, and the 
development of a protected domestic economy— 
which, although they have sought to achieve a 
common national purpose, were directly opposed to 
each other economically. The compromises which 
had to be adopted to reconcile divergent interests 
frequently destroyed the logical symmetry of either 
policy. Nevertheless certain common conditions 
affect all Canadian industries and, in spite of basic 
divergencies in interest, there is sufficient homo- 
geneity to consider the Canadian economy as a 
unit. It is the purpose of the present section to 
examine the framework of national policies and 
responsibilities, and the influence which they have 
had on the form of the economy. 

In the preceding chapters we have described. how 
and under what conditions that framework was 


established. The events and circumstances which 
brought Confederation into being were not by them- 
selves sufficient to ensure the maintenance of the 
union. In fact if the mutual interests and economic 
cohesion required for the growth of national unity, 
and the preservation of the political independence 
of the new transcontinental nation in North 
America were to be developed, the new Federal 
Government had the responsibility of devising and 
carrying out an appropriate economic program. It 
was necessary to link together the isolated regions 
with railways, to create a basis for internal trade, 
and to promote the development of the unsettled 
West as an integral part and a dynamic influence 
in the Canadian economy. It was for the accom- 
plishment of these objects that the basic national 
economic policies of all-Canadian transportation, 
Western settlement and industrialization by pro- 
tective tariffs were adopted during the first twenty 
years of the Dominion’s history. These particular 
policies were not of course undertaken in response 
to any deliberate plan carefully thought out in 
advance to achieve the best possible results. They 
were rather the outcome of an evolution of 
political decisions which were strongly influenced 
by the requirements of politically workable com- 
promises and by immediate circumstances. With a 
different course of events, perhaps a different set 
of policies would have been adopted to achieve the 
game general objectives. Perhaps a different set or 
a different emphasis would in any case have been 
desirable. That is not for us to say. We shall 
merely attempt to point out the significance of 
what was actually done (without going into all 
the day-to-day manceuvres and detailed com- 
promises which were necessarily involved) in 
relation to certain broad national aims, and the 
effect on the nature of the Canadian economy. 
We have seen how the national economic policies 
were put into effect and ultimately achieved their 
purposes under the influence of the wheat boom 
and the demands of the Great War. Three trans- 
continental railways connecting the various regions 
across long and difficult stretches of unproductive 
territory were built at tremendous public cost in 
the form of direct assistance or guarantees. The 
West was filled with settlers whose products and 
purchases created a rising volume of traffic moving 
over the railways and waterways through Cana- 
dian channels. The protective tariff directed the 
demands of the great exporting industry on the 
Prairies to Canadian producers and promoted a 
rapid growth of manufacturing in Central Canada. 
Thus the hitherto isolated regions were drawn 
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together with an expanding flow of internal trade 
and economic integration. The transcontinental 
Canadian nation achieved a new level of prosperity, 
political security, and unity. 

In the pursuit of these ends the three economic 
policies operated to effect a series of compromises 
which had a consistent objective; no one policy 
was complete in itself. Without the construction 
of all-Canadian transportation facilities and an 
appropriate structure of freight rates (and the huge 
public assistance which that entailed) each of the 
regions would have linked up with the railway 
systems of the United States. The connections 
between the various parts of the country would 
then have been made through the economically and 
politically aggressive neighbour to the south. This 
development would have been much less costly; it 
would have avoided the vast overhead of bridging 
great physical barriers; and it would have enabled 
the most intensive use of facilities already avail- 
able. With the lower costs which this would have 
permitted, the export industries would have 
expanded further, the rise in the value of their 
natural resources would have been greater and the 
income obtained would have been larger. There 
would, however, have been no secure economic 
basis for a Canadian nation. Hence purely 
economic criteria were put aside for the creation 
and maintenance of a political entity. The same 
was true for the tariff, which in large part was 
complementary (although on purely economic 
grounds contradictory) to the settlement and trans- 
portation policies in the furtherance of this pur- 
pose. The railways and government assistance 
would have brought about the development of 
unsettled areas, but that by itself was not enough. 
Under free trade or with a much lower tariff the 
greater portion of the requirements of manu- 
factured goods would have come from the United 
States. Each of the separate regions would have 
established its principal commercial relations with 
the external world rather than with the other 
regions. Traffic, excepting bulky exports for over- 
seas, would have moved north and south. The 
tariff was designed to direct the demands into 
Canadian channels so as to provide east-west traffic 
to help support the vast overhead of the trans- 
continental railways and to furnish a stimulus to 
expansion in the older provinces who initially 
undertook the risks and heavy debts of the railway 
and developmental programs. Thus each of the 
three policies has exerted a consistent and an 
essential influence in the attainment of the national 
purposes. It is true that the tariff tended to 
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restrict the growth of exporting industries which 
the railway and developmental policies sought to 
promote. Some examples are worth noting of he 
ingenious compromises which have been developed 
in the tariff system in an effort to reconcile con- 
flicting interests; a three-deck structure, and in 
some instances a four- or five-deck structure, has 
been developed to facilitate bargaining and negotia- 
tion with individual countries, and to aid the 
national transportation policies by directing traffic 
east and west through Canadian ports and over 
Canadian railways. Special exemptions are given 
- for some of the machinery and supplies for 
the primary export industries (although not for 
construction machinery and other construction 
materials, and for some industries with differential 
advantages, such as hydro-electric power). The 
rates on manufactures are graduated according to 
the degree of processing and by giving greater 
protection on. the final processing, assembling or 
finishing than the simple rate (which applies to 
the total value of the product) would indicate, 
attract and nourish branch plants from a great 
many American industries. Drawbacks provided 
for material used in manufacturing for export, 
coupled with individually designed provisions con- 
cerning the required manufacturing industries, give 
these industries an opportunity to compete in 
export markets (and reduce their overhead unit 
costs). Seasonal tariffs and artificial valuations 
for duty purposes are provided to protect domestic 
fruit and vegetable producers when their crops are 
ready to market. These and other special provi- 
sions vividly illustrate both the difficulties and 
compromises which were involved in applying a 
protectionist policy to the Canadian economy. 
Without the higher costs imposed by the tariff 
the developmental policies would have been even 
more effective in stimulating the exploitation of 
Canada’s resources for the sale of their products 
abroad, but that result, without the enhancement 
of internal trade, would by itself have weakened 
rather than strengthened the economic and political 
cohesion of the country. On the other hand, the 
tariff alone could have done little to create a basis 
for inter-regional trade without the markets pro- 
vided by expanding export industries. Each of 
the national economic policies was by itself incom- 
plete, and on purely economic considerations, 
contradictory to the others. Together, they have 
blended in a general policy which has built an 
economically integrated nation and they have on 
the whole sought to promote the realization of 


consistent national objectives by which general 
prosperity and political unity could be achieved. 

While the three national economic policies were 
in the main complementary, one or the other has 
at times been carried too far. The careful balance 
necessary for the attainment of optimum political 
and economic results from the major economic 
policies to which the country was committed has 
not always been maintained or appreciated. 
Mistaken optimism and regional pressures caused 
the over-extension of railways which has burdened 
the country with a needless overhead and encum- 
bered the Dominion’s finances with heavy fixed 
charges. The provision of essential all-Canadian 
transportation facilities would necessarily have 
involved large overheads and it was, therefore, all 
the more imperative that wastages should have 
been avoided. 

For over forty years the Canadian tariff remained 
at a moderate level. During this period its 
provisions were gradually modified and adapted to 
the changing circumstances of the economy. The 
British preference was introduced, the rates on the 
implements of production of expanding export 
industries were reduced and special contrivances 
were adopted to enable the Canadian manufac- 
turing industries to benefit from the technical and 
industrial progress of the United States. Thus on 
the whole no excessive restrictions were imposed 
on the growing export activities which constituted 
the basis of the economy, while at the same time 
a considerable manufacturing industry was built 
up. However, this careful balance and the cost 
price relationships which were established during 
four decades were suddenly broken by the sharp 
increase in protection during 1930-33. This 
unfavourable alteration in the circumstances of the 
export industries is particularly noteworthy since 
it occurred at a period when export prices were 
falling rapidly. The country was put into the 
position of carrying excessive debts incurred to 
promote the development of export production, 
while at the same time restraining the growth of 
such production by drastic tariff restrictions. Such 
extreme contradictions of policy were bound to 
reduce the real national income below what it 
would otherwise have been. Perhaps there may 
have been non-economic considerations which 
justified this high economic price. As debts pile 
up and the rate of expansion slows down the cost 
will become increasingly difficult to bear; it will 
place an increasing strain on public finance and 
consequently on Dominion-provincial relations. 


While prices are rising ana the national income is 
growing rapidly, overhead costs are easily borne 
and there is little conflict over the precise share of 
each region or industry in the total income. When 
prices are falling or the growth of the national 
income is halted, fixed charges and the weight of 
taxes arising out of extreme contradictions of 
policy may quickly become oppressive and there is 
likely to be increasing inter-regional friction with 
regard to those policies and the division of the 
total income. 

During the first fifty years of Confederation the 
national economic policies operated as strongly 
cohesive influences in the Canadian economy. This 
success was mainly dependent upon the rapid 
growth of the wheat exporting industry of Western 
Canada. We have already recounted in Chapter V 
how during the twenties the unifying effects of 
these policies were weakened by the decline in the 
rate of expansion on the Prairies. With the 
onslaught of the depression this condition was 
greatly intensified. Drought and shrinking export 
markets for wheat brought almost a complete 
breakdown in the strongest dynamic factor making 
for east-west integration. Each area turned more 
than ever to the establishment of a more self- 
sufficient and independent regional economy. The 
possession of northern hinterlands with rich mineral 
deposits, the invention of new mining and metal- 
lurgical techniques, and water power have made 
possible the development of new northern frontiers 
for all but the Maritime Provinces. The separate 
regions established new contacts with external 
markets which rapidly decreased the relative 
importance of their economic relations with one 
another. In these circumstances the national 
economic policies were a limiting rather than an 
expansive influence. The railway policy no longer 
had any positive objectives. The new transport 
technique of the motor car has called for highway 
rather than railway expansion. Under these con- 
ditions leadership in the fields of transportation 
and development passed from the Dominion to the 
provinces. The Dominion was left to cope with the 
rising railway deficits. 

The railway deficits were not the only conse- 
quences of the national economic policies with 
which the Dominion had to deal during the 
depression. When the industries which the national 
policies had helped to establish fell upon evil days, 
they naturally looked to the Dominion for assist- 
ance. The manufacturers called for higher protec- 
tion against cheap imports. Western agriculture 
asked for relief and subsidized prices. The 
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Dominion could not completely avoid responsibility 
for alleviating distress of interests which it did so 
much to create. The implications of this are clear 
in the steeply rising expenditures of the Federal 
Government during the depression. 

Thus during the twenties and thirties the national 
economic policies ceased to produce their former 
expansionary and cohesive effects and gave rise 
to. a set of difficult national problems and respon- 
sibilities. Yet they could not be sharply reversed 
since the economic, and to a considerable extent, 
the political unity of the country was. still 
basically dependent upon them. Furthermore, 
great vested interests have become established 
under their influences. The adaptation of these 
policies to the changing circumstances of the 
present and the future will require the highest 
qualities of statesmanship. Above all, the pursuit 
of objectives involving extreme and unnecessary 
economic contradictions must be avoided. Wastages 
must be minimized, particularly in the field of 
transportation where solutions to the problem of 
railway deficits and to the problem of highway 
and railway co-ordination have yet to be found. 
In the making of tariffs there must always be the 
clear realization that the economic welfare of the 
country is, and will continue to be, basically 
dependent upon the prosperity of the export indus- 
tries. The problems of public finance and of 
Dominion-provincial relations in the future will be 
closely related to the extent to which these con- 
siderations prevail. 

Monetary policy, in the broadest sense of the 
term, has only recently become a part of the 
framework of national economic policies which we 
are discussing. In the past, the policy of the gold 
standard had always been implied, and accepted 
unquestionably, as the only conceivable basis for 
development. This was virtually a required con- 
dition for a Canada which was part of an inter- 
national gold-standard-and-trading economy, and it 
facilitated the rapid adjustment of prices and costs 
which was essential for a country in its position. 
The chief concern was the evolution of a banking 
system which would meet the very special and 
seasonal requirements of the Canadian economy 
within the framework of the gold standard. The 
highly centralized but elastic system of banks 
operating on a national scale which developed, 
was remarkably successful in this respect. It 
was only when the gold standard broke down 
and national currencies began to drift about in 
apparently aimless and alarming fashion that 
any question arose (and even then it arose some- 
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what belatedly) as to whether Canada needed 
a monetary policy of its own and adequate 
machinery to carry it out. The creation of a 
central bank provided the machinery, but conflict 
over the ultimate objectives of policy remained. 
The opposing forces were not, however, exactly the 
same as those engaged in the conflict over trade 
and tariff policies. Export industries generally 
stood to gain from a measure of exchange deprecia- 
tion, while protected industries competing with 
imports were generally bound to do so. The lines 
of conflict were not clearly drawn on either a 
regional or an industrial basis; it was rather a 
struggle between owners on the one hand—owners 
of farm, mine, and forest resources, and of equities 
in industry, who depended on entrepreneurial net 
income—and recipients of relatively fixed incomes 
on the other hand—bond and mortgage holders 
and wage earners. Owners and debtors naturally 
favoured a higher price level; salary- and wage- 
earners and creditors, a lower price level. The very 
novelty of this division of interests, which cut across 
traditional class and regional groupings, delayed its 
recognition. Variations in individual circumstances 
also confused the actual issues at stake. We have 
noted how the wheat exporters, for example, in 
desperate straits in the thirties pressed for some 
measure of exchange depreciation although it was 
very doubtful whether under prevailing conditions 
it would have yielded any net advantage to them. 
Protected industries, on the other hand, which were 
much more likely to benefit were in general inclined 
to lean on the tried and proven method of increased 
tariffs (which was not available to the exporters) 
and, perhaps partly because of their close relations 
with large creditor interests, to view any experi- 
ments in inflation or exchange depreciation with 
suspicion and alarm. 

But to-day much of the initial surprise and 
confusion has passed, and it is recognized that the 
purchasing power of the dollar not only can be 
deliberately altered but that it is at times expedient, 
and now considered almost respectable, to do so. 
But while the direct results of such action on 
individual interests are now more clearly under- 
stood, the effects on the economy as a whole, or 
sectors of it, remain largely matters of surmise. 
For one thing, these effects will depend on action 
(and reaction) in other countries; for another they 
will depend on the relative bargaining position at 
the time of the different interests affected, either 
favourably or unfavourably, and their ability to 
pass on the losses or retain the gains; and they 
will also depend on the nature of the other economic 


polices adopted by the Government. But monetary 
policy has become one of the agencies by which 
the Dominion affects economic life and income in 
all parts of the country, and which makes Canada 
for certain purposes an economic unit. 

Federal policies of taxation and expenditure form 
one of the most important groups of conditions 
which mould the development of the economy. 
These powers and functions have steadily grown 
in importance with the expansion in the scope of 
governmental activities, and it is important to note 
the manner and degree in which the public finance 
system in itself affects the economy and either 
stimulates or depresses the national income. The 
public finance system also provides a means of 
compensatory adjustments and transfers to counter- 
act the adverse effects of other national policies. 
When, as a result of national policies undertaken 
in the general interest, one region or class or 
individual is fortuitously enriched and _ others 
impoverished, it would appear that there is some 
obligation, if not to redress the balance, at least 
to provide for the victim, and policies of taxation 
and public expenditure offer a convenient means. 
But as the field of public finance is shared by the 
Dominion with the provinces and their municipali- 
ties, the division of the field of taxation and 
the distribution of jurisdiction and hence of respon- 
sibility, have a major bearing on the equity and 
efficiency of the Dominion’s public finance system, 
and of the public finance systems of all govern- 
ments considered as a whole. For these reasons, 
and because of the basic importance of this 
particular subject to the Commission’s inquiry, a 
separate chapter is devoted to a review of the 
present public finance system. 


3. THr REGIONAL ECONOMIES 


The international role of Canada and the 
national policies which have moulded the economy 
have been reviewed in the preceding sections and 
chapters. But as Canada is half a continent, she 
has very diverse regional characteristics and in- 
terests; and as a federation, she has different 
governmental systems for representing these 
interests and for carrying out regional policies of 
economic significance. 

Economically Canada can be compared to a 
string of beads, and they are not all pearls. It is 
a long string in which the concentrations of pro- 
ductive resources are few and far apart. It has 
become traditional to speak of Canada in an 
economic sense as consisting of five regions,—the 
Maritimes, Quebec, Ontario, the Prairies, and 


British Columbia, and in the main economic in- 
terests do tend to follow these regional lines. In 
many instances, of course, economic interests cut 
across regional boundaries—many sections of 
Quebec, for example, are more closely related 
economically to Saskatchewan than to neighbour- 
ing areas. Moreover, regional economies are con- 
stantly being modified,—Manitoba, for example, 
appears to be evolving toward the Ontario-type 
of economy, and away from the _ prairie-type. 
But each of the major regions has sufficiently 
distinctive characteristics to warrant separate 
discussion. 

There is the more reason in view of the fact that 
the constitutional division of powers gives to the 
provinces important powers which may have a 
profound effect on the economy—control of the 
public domain, responsibility (implied if not 
express) for major social services and for local 
public works and highways, the power of direct 
taxation which has been broadly interpreted by 
the courts and which has been partly delegated to 
municipalities, and the power to borrow on the sole 
credit of the province. There is thus an important 
field in which each provincial government can 
influence its regional economy, and there are 
important functions in that economy which it 
must perform. The nature of the regional 
economy in each case is also of importance in 
determining the economic and public finance 
policies of a provincial government, and the degree 
of integration with, or conflict with, national 
policies that is likely to develop. It. will be an 
advantage, therefore, to examine briefly the charac- 
teristics of the various regional economies and pro- 
vincial economic policies. 


The Maritimes 


The Maritimes form the most mature, and the 
most chronically depressed, regional economy in 
Canada. Previous chapters have traced the long 
history of painful adjustment from the Golden Age, 
when wood and sail reigned supreme, to the present 
—a history in which the principal actors have been 
intangible but dynamic economic forces, playing on 
a stage set, and bounded, by national policies. 
Changing techniques and conditions of production, 
transportation and marketing affected the small 
but complex economy in diverse ways. A cross- 
sectional view today may indicate the factors 
which have determined the present economic posi- 
tion of the Maritimes, and suggest those which are 
likely to determine the future. 

Perhaps the most significant feature, and one that 
has been an outstanding characteristic for a century, 
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is the delicate balance of the economy, resulting 
from the interdependence and complementary 
character of the chief industries. This inter- 
dependence arises from the nature of the Maritime 
resources and is such that no one major industry 
can suffer, as did the shipbuilding and carrying 
trade after the introduction of steam and steel, 
without profoundly affecting the whole structure. 
Cessation of one of the major Maritime industries 
has much the same effect as taking a wheel off a 
tricycle. 

Agriculture in the Maritime Provinces is a 
mature industry, and the relatively small propor- 
tion of land suitable for cultivation has long been 
farmed.1 In the proportion of arable to non- 
arable land Prince Edward Island is an exception 
but even here the average acreage in improved 
land per farm is less than in Ontario and Quebec. 
Owing to the topography of Nova Scotia and New 
Brunswick even in the best areas only small pockets 
or strips along river valleys are suitable for 
cultivation, and as a result cultivated areas are 
isolated from one another and farms are small? 
and often contain a considerable proportion of 
waste land. Thus, it is difficult in the general 
agricultural industry to~secure the adoption of 
improved agricultural practices, the production of 
high quality products, the maintenance of uniform 
standards, or the provision of economical marketing 
arrangements—in short, to attain a high degree 
of efficiency in farm management. As a result of 
the small scale of operation and the economic 
disabilities this entails, the individual surplus 
available to the individual after subsistence is 
small. Notable exceptions to these generalizations 
are dairying and the production of certain specialty, 
export staples—apples, potatoes and fox pelts. 
These export staples are the chief cash products 
and are dependent on foreign markets, foreign 
tariffs, and foreign purchasing power. As a result 
the returns from these products fluctuate widely 
and on occasion disastrously. While total farm 
income, including income in kind, fell by half from 
1928 to 1932, net cash income fell by four-fifths. 
Only the greater degree of self-sufficiency in agri- 
culture, and the more numerous alternatives for 
employment—although at very low incomes— 
prevented duplication of the complete destitution 
of prairie agriculture. 


1 Of the total area, 30 per cent is in occupied farms, and 9 per 
cent in “improved land” (Census, 1931)—See Appendix— 8S. A. 
fant Economic History of the Maritimes, pp. 59-69 (Mimeo- 
graphed). 


2The average acreage of improved land per farm in the Mari- 
times (34 acres) is exactly half that per farm in Central Canada. 
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The primary industries most closely integrated 
with farming are forest industries and fishing, and 
these three F’s form the basis for much of the 
processing and secondary manufacturing in the 
region. The farmer may work his wood-lot or, 
in areas where the pulp and paper industry or 
lumbering is of importance, work for the company 
on the annual cut during the winter months. Or 
he may combine farming and forest activities with 
fishing on his own account. In fact one-quarter 
of the farmers report their principal occupation as 
something other than farming (1931 Census) and 
one-sixth! of the gross agricultural income itself 
is derived from farm production of forest products. 

In some respects forest industries and fishing 
fill the role of the frontier in the Maritime economy 
in times of depression. Individuals turn to these 
pursuits to augment or replace other income, since 
large portions of these industries are still organized 
on a basis of small, independent, and individual 
operation. In the fishing industry, for example, 10 
per cent more were employed in 1933 than in 1929, 
and 20 per cent more in 1936, although total net 
income from the fisheries was two-thirds and one- 
third, respectively, less. The results of the inter- 
locking relationship and great mobility of labour 
between the three key primary industries are, on 
the one hand, to communicate pressure on one 
industry very quickly to the others, but on the 
other hand to provide a degree of strength 
and insurance against complete destitution through 
the diversification and alternative employments 
provided. 

The diversification is not as great as it might 
superficially appear, however, since farming, fishing 
and forestry have certain basic economic charac- 
teristics and disabilities in common and are all 
likely to be adversely affected by the same forces 
at the same time. The price structure and cash 
income of each industry is largely determined by 
uncontrollable developments in external markets 
and by foreign tariff and trade policies; the amount 
of assistance which can be given by national policies 
to the staple export industries when they are in 
distress has appeared in the past to be very limited; 
and the small scale and individualistic methods of 
operation has militated against securing the most 
economical and efficient methods of production and 
marketing and against the maintenance of high 
quality and uniform standards. With certain excep- 
tions, such as the specialized apple, potato and fox 
industries where pre-eminent standards of quality 
have been developed, and the pulp and paper 


1§even per cent in Central Canada (1937) and negligible in 
the rest of Canada. 


industry where mass production methods can be 
apphed, the Maritime economy in general labours 
under these disabilities, and they are reflected in a 
very low surplus income.1 

Manufacturing industries, which are based to a 
considerable extent on processing local raw ma- 
terials, have suffered from the same disabilities, 
combined with pressure from the attraction of the 
larger markets of Central Canada for the newer 
industries, and from the depletion of some resources 
and from economic changes which have reduced the 
relative value of others. The relatively new pulp 
and paper industry is, however, a notable exception. 
National tariff policies have probably operated un- 
favourably in general, since Maritime manufactur- 
ing industries producing for home consumption have 
been exposed to the competition of the more advan- 
tageously located manufacturing industries of 
Central Canada; Maritime primary industries have 
been burdened with increased costs; and the great 
shipping, commercial, and financial service indus- 
tries, which bulked so large at the time of Con- 
federation, have either found it impossible to adapt 
themselves to changed techniques and the frame- 
work of national policies and survive, or have 
migrated to Central Canada. On the other hand, 
specific industries, of which coal mining and steel 
manufacturing are the outstanding examples, have 
benefited directly from national tariff policies and 
subventions for transportation, and special con- 
sideration in Dominion transportation and trade 
policies has been made for the benefit of the ports 
of Halifax and Saint John. Just where the balance 
lies cannot be precisely determined. To the extent 
to which the shift in manufacturing and service 
industries produced lower costs for Maritime con- 
sumers it was beneficial, but to the extent to which 
national policies made it impossible for the Mari- 
times to preserve and exploit whatever advantages 
they had, they were harmful. However, to a large 
extent the relative decrease in manufacturing in the 
Maritimes (from 134 per cent of the gross Canadian 
production in 1870 to 44 per cent in 1935) was 
simply a reflection of the passing of village-handi- 
craft industry, and the concentration of industry in 
large-scale, highly mechanized units at the site most 
economical for production. 

One important element of Maritime industry has 
received very large and important benefits from 
national policies—the closely related coal mining 
and steel manufacturing industries.2 The Mari- 
times possess the only coal deposits on the North 


1See Appendix 4—National Income. 
2One-fifth of the population of Nova Scotia is directiy 
dependent upon its coal industries and subsidiaries. 


Atlantic seaboard; of these the Nova Scotian 
fields are by far the most extensive and valu- 
able. But their coal resources possess few other 
natural advantages. Because of the physical 
character of the deposits (half the tonnage 
is now raised from submarine mines, the seams 
are frequently faulted, and problems of raising, 
pumping, and ventilation are particularly im- 
portant) operating costs are relatively high. In 
addition, the coal industry has had to face the same 
difficulties that have oppressed the industry the 
world over—the growth in alternative fuel and 
power sources (oil, natural gas, and hydro-electric 
power), and economies in the use of coal through 
improved processes and better equipment. The 
steel industry has also been adversely affected by the 
shift in demand from heavy railway steel to light 
consumers’ goods, in which proximity to the market 
is a great advantage. The Dominion tariff on coal, 
the Dominion subsidies for coal used in gas and 
coking plants, the Dominion subventions for the 
transport of coal to Central Canada (which con- 
sumes nearly half the total Maritime output), the 
Dominion tariff on steel and special assistance to 
steel industries (which consume one-quarter of the 
Maritime coal) have alone made possible the main- 
tenance of the industry on anything approaching 
the present scale. The transportation subventions 
and other direct forms of assistance of some $2°3 
million in 1937 were more than three times the 
amount of royalties and taxes collected by the pro- 
vincial governments; the tariff of 75 cents per ton 
is approximately 20 per cent protection. 

The alternative and diversified openings for em- 
ployment and the small-scale individualistic char- 
acter of business organization, which are so charac- 
teristic of the Maritime economy, have made mass 
unemployment and destitution less likely than in 
the more highly industrialized areas of Canada. 
Under the impact of unfavourable external factors 
whole industries may be reduced to very low levels, 
but still manage to provide a measure of subsistence. 
Certain specialized areas, such as the coal and steel 
district, are more vulnerable and their unemployed 
cannot readily find alternative employment at any 
level. But if unemployment has not emerged as a 
social problem on the same scale as in other parts of 
Canada, certain other social problems are more 
advanced. One is the greater proportion of elderly 
people who require assistance through old age pen- 
sions; another is the number of “special areas,” 
such as the fishing villages, where chronic impover- 
ishment resulting from years of continual economic 
pressure and difficulties in the industry is reflected 
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in inadequate education, public health, and other 
public welfare services; other problems are those 
of depleted and submarginal resources, and of in- 
efficient methods of production and distribution, 
problems which call for research, economic plan- 
ning and improved co-operative organization, 
whether through independent voluntary agencies or 
by governments. 

Yet the very factors which create these wants 
reduce the taxable capacity of the area and make 
it difficult for governments to provide for them. 
Where such a large proportion of the income of the 
primary industries is income in kind, where the cash 
proportion fluctuates so sharply, and where there 
are no large urban, industrial, and financial concen- 
trations of wealth and surplus income, the tax 
gatherer’s problem is a difficult one. Too much of 
the Maritime industry is now in a marginal position 
to make an increase in taxation on consumption 
and costs desirable, and too few Maritime indus- 
tries produce sufficient surplus earnings to make 
direct taxation on net profits and incomes remu- 
nerative. 


Nevertheless, in recent years Maritime govern- 
ments have undertaken a relatively huge and 
ambitious capital program designed to strengthen 
the economy and alleviate existing distress. In 
1987 expenditures by provincial governments alone 
on capital public works equalled 7 per cent of the 
total ‘ national” income in the Maritimes. These 
expenditures were financed by borrowing, largely 
from outside the Maritimes, and they have had 
profound effects on both the present position and 
future outlook of the Maritime economy and public 
finance system. The very large capital expendi- 
tures, chiefly on highways, have benefited the con- 
struction industry, and through it large sectors of 
the economy. Construction activities have ab- 
sorbed virtually all unemployed employables in the 
area and have afforded part-time employment and 
cash income in some of the distressed agricultural 
areas. The provision of a modern highway system 
will also have important influences on the economy 
in the future. It is hoped that it will attract more 
tourist trade. It will certainly have an important 
impact on existing centres of distribution and on 
tributary supply and market areas. Whether it 
will produce a sufficient reduction in costs and 
sufficient increased income from new enterprises 
and extension of marginal activities to prove self- 
supporting in the long run is still impossible to say, 
but it is the most distinctive and important feature 
of the Maritime economy at the moment. Although 
a large number of industries and individuals and 
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the community as a whole have benefited from the 
program, and although aggregate figures of national 
income in the Maritimes have been prevented 
from falling proportionately as much as in other 
areas, it must not be overlooked that some groups 
and some areas, such as some fishing communities, 
have been reduced during depression years to dis- 
tress scarcely exceeded in western drought areas. 

To summarize, we find the Maritimes form a 
distinctive regional economy, with a large degree 
of self-subsistence and a very close and highly 
developed inter-relationship between the primary 
and many of the secondary industries, but largely 
dependent for cash income on a few specialized 
export staples which are extremely vulnerable to 
external conditions. The necessary small scale of 
operations in many industries, and the depletion 
of the best resources, are serious and continuing 
economic disabilities which are responsible for the 
low average income. The general effect of national 
policies has been to accelerate the natural shift of 
industry and finance, and of concentrations of 
wealth and income, to Central Canada, although 
specific industries (coal, steel, sugar, oil) have 
been bolstered up by tariff protection and other 
Dominion policies, and special assistance has been 
given the area by subsidizing railway freight 
movements and by subsidizing steamship lines, 
by diverting traffic to Maritime ports, and by 
extra subsidies to the provincial governments. At 
the moment the large capital programs of the 
Maritime governments themselves are the most 
important and stimulating governmental influences 
on the economy, but expenditures on the current 
scale cannot be continued indefinitely. 


Quebec 


Quebec contains such strikingly diverse regional 
economies that the area cannot be satisfactorily 
discussed in economic terms as a unit. Even 
provincial policies have had to adapt themselves 
to the differing regional circumstances, and conse- 
quently lack the simplicity and homogeneity found 
in some other provinces. 

There are notably three distinct economies 
within the borders of Quebec. One is that which 
has grown around the Montreal metropolitan area, 
and which is one of the major integral parts of 
the transcontinental economy built by national 
policies. Montreal, it might be said, is the eastern 
bridgehead of the great east-west structure which 
connects the Prairies with the trade routes to the 
markets of the world. The major portion of 
Montreal’s activities is based on handling and 
processing the staple exports (e.g., wheat to flour) 


and the staple imports (e.g. raw cotton to textiles) 
of the country. Dependent on and tributary to 
these activities are many ancillary industries—the 
provision of land and sea transportation services 
and equipment, brokerage and banking services, 
local agricultural construction and supply indus- 
tries, and amusement facilities. The Montreal 
metropolitan area, and the industrial towns and 
agricultural and resort areas immediately surround- 
ing it, thus form an integral part of the interna- 
tional trading system by which Canada lives. The 
fortunes of the area are as closely dependent on 
the successful operation of that system as are those 
of southern Saskatchewan. The national policies 
of transportation and development were designed 
to bring direct advantages from the exploitation of 
western resources to this area, and, through the 
development of domestic markets, to bring further 
advantages to the manufacturing strategically 
located there and fostered by national tariff 
policies. 

An economy of another type is that found in 
the vast area north of the St. Lawrence where 
a scattered number of huge, modern, highly- 
mechanized, pulp and paper and metallurgical 
plants process local resources with local hydro- 
electric power. These plants are almost entirely 
dependent on external markets, and on the main- 
tenance of the existing international division of 
labour, but they do not form an integral part of 
the traditional national trading system and economy 
as does the Montreal area. Their connections with 
their markets are much more direct and simple, 
and although each unit has all the vulnerability of 
any highly specialized producer, they are not inter- 
locked with and dependent on other factors in the 
national economy to the same degree. Perhaps 
their chief economic characteristic in common is 
their dependence on cheap hydro power, with 
consequent high capital but low operating costs. 

The third type of economy characteristic of 
Quebec is the pioneer subsistence agricultural area. 
Some of the frontier agricultural areas (e.g., Abitibi, 
Lake St. John) are complementary and tributary 
to the neighbouring mass-production, export units 
of the mining and forest industries and should 
properly be considered as part of the highly 
specialized, electro-product economy previously 
noted. But there are many regions—the North 
Shore and the South Shore of the Lower St. 
Lawrence, Temiscouata and Matapedia, Gaspé and 
la Baie des Chaleurs, the Gatineau, Labelle, and 
Mattawinie, where mixed farming, usually com- 
bined with seasonal forestry or fishing operations, 


yields a relatively low but self-sufficient livelihood. 
The cash income of these areas depends largely 
on the sale of a few staple products in either local 
urban or export markets, and on tourist trade, but 
the failure to develop, or impossibility of develop- 
ing, any notable specialties restricts income in these 
areas in general to the yield of their rather limited 
and submarginal resources, which are worked on a 
small scale and often inefficiently. 

The foregoing analysis cuts across the more 
conventional industrial classification, but may help 
to bring out the particularly complex problems of 
Quebec’s diverse regional economies and _ their 
relations to the national economy and _ national 
policies. The problems of the agricultural industry 
in the St. Lawrence Valley, for example, are of 
quite different nature from those of agriculture in 
the Lake St. John area, or, from those in Gaspé, 
and provincial policies which might be appropriate 
and desirable in one case are not necessarily so in 
another. 

The Montreal area,1 with its dependence on the 
transcontinental economy built by national policies, 
enjoys a high degree of prosperity when the 
economy is functioning as it was designed to do, 
and it was the natural point to which the excess 
population of the subsistence agricultural areas 
gravitated. The continual increase in the urban 
proportion of the population, and the actual 
depopulation of some rural areas, caused concern 
in the twenties, but it was not until the depression 
of the thirties that the full consequences of this 
development became apparent. The depression in 
the export industries, which was rapidly communi- 
cated to the heavy capital goods and construction 
industries, to railway and shipping business, and 
to a lesser degree to consumers’ goods industries, 
hit Montreal directly. The drastic tariff increases 
of 1930 helped to maintain employment in some 
of the secondary industries at the expense in the 
long run of the primary industries on which Mont- 
real depended. But with the shutting off of 
emigration to the United States and the West, the 
pressure of the enforced rural exodus on Montreal 
was intensified, and a huge pool of unemployed, 
and largely unskilled, labour collected there. It 

1The Montreal area is used here to designate not only the 
Island of Montreal itself, which accounts for 60 per cent of 
Quebec’s manufacturing, but also the industrialized area from 
Valleyfield to Levis and Sherbrooke on the south shore of the 
St. Lawrence, which in general has much the same economic char- 
acteristics as Montreal industry, and produces some 17 per cent of 
Quebec’s industria] output. Textile manufacturing is the chief 
industry, followed by the processing of food and metal products. 
There has been, in recent years, a notable decentralization and 
spreading of these industries throughout the whole southern section 
of the Province stimulated by lower labour taxation, and property 


costs in the smaller centres, and facilitated by the provision of 
electric power and highway networks. 
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early became evident that unless progress along 
the traditional lines of Canadian expansion was 
rapidly resumed Montreal unemployment would 
become chronic and the hard core of the Canadian 
problem. When a measure of recovery in Canada 
did occur it came largely from expansion in new 
industries and frontiers which cut across the estab- 
lished national pattern and, although secondary 
Montreal industries benefited to some extent, the 
basic situation was scarcely alleviated. Unemploy- 
ment in Montreal and the satellite industrial towns 
of the area became one of the outstanding economic 
and human problems of the time, and seriously 
threatened the solvency of local finances. Efforts 
to alleviate conditions by national policies were 
chiefly through tariff action, and efforts by pro- 
vincial and local governments were through public 
works and back-to-the-land policies, but none of 
these proved effective on an important scale. 
Montreal steadily lost ground to the rival metro- 
politan centre of Toronto with its close relationship 
to the new and expanding industries. Since the 
Montreal area’s great asset is its strategic position 
in a highly developed trading economy, and since 
its own local resources and commercial advantages 
in domestic markets are limited and inferior to 
those of some other centres, this decline in relative 
position, perpetuation of serious unemployment, 
depressed property values, and pressure on local 
services and finances would appear to be likely 
accompaniments of any general reorientation of 
policy from dependence on international trade to 
greater domestic self-sufficiency. 

The mass-production, mechanized, export units 
of the Saguenay, St. Maurice, Gatineau, and Rouyn 
areas also have had their particular depression 
problems. In general volume of production was 
maintained, but whenever a large plant was closed 
down the whole structure of the local economy 
collapsed, local labour lost its only employment, 
local agricultural, retail, and service industries lost 
their market, the local government lost its financial 
basis. Even when operations were continued they 
were made possible by reducing prices to sacrifice 
levels at the expense of the wage-earners, the 
owners and creditors of the business, and the 
governments which depended on it for revenues, 
and in some cases important resources were 
depleted and sold at bare salvage prices. The 
natural advantages and technical efficiency of these 
large units were great, but their bargaining posi- 
tion in time of depression proved weak. Not only 
is the whole population of Quebec north of the St. 
Lawrence Valley (some 400,000) directly dependent 
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on this highly specialized and vulnerable type of 
economy (which produces roughly one-quarter of 
Quebec’s industrial output), but important groups 
of the supply, machinery, and construction indus- 
tries, and of investors and financial institutions in 
Montreal and Ontario, are equally so. The process 
of applying mature techniques to Canadian virgin 
resources in this area requires a huge investment 
(i.e., huge in relation to the annual output) and 
in the short run, regardless of the efficiency of the 
techniques or the richness of the resources, the 
profitability of the investment depends on favour- 
able conditions in uncontrollable external markets 
and on skilful marketing policies. When either of 
these conditions is absent it is not only the industry 
itself which suffers directly, but also the ancillary 
industries and dependent investments groups which 
make up an important fraction of the Canadian 
economy. 

The third type of economy which we have noted 
is that of subsistence agriculture, chiefly on the 
frontier north of the St. Lawrence Valley and in 
the Lower St. Lawrence regions. The St. Law- 
rence Valley itself, which although only 5 per cent 
of the area of Quebec contains one-third of the 
occupied farm acreage and produces nearly one- 
half of the total agricultural production, is an 
integral part of the Montreal metropolitan 
economy. It is in this region that the most 
intensified and diversified agricultural output, the 
most progressive methods, the best markets, and 
the highest standards are found. The Abitibi and 
Lake St. John areas are largely complementary to 
the nearby mining, metallurgical, and pulp and 
paper export industries. The Eastern Townships 
are in a different category, and have declined as a 
general agricultural area under the pressure of 
competition from newer and richer regions, but 
have made efforts to adjust themselves to the 
production of some specialized products—live stock, 
dairy products, and maple products—in which 
they have some advantage or are at less dis- 
advantage. The remaining agricultural areas are 
of the subsistence type, in which the production 
of hay, oats, potatoes and live stock for farm or 
local consumption is usually combined with wood- 
cutting or fishing to yield a small cash income. The 
limited and frequently inferior quality of the 
resources, and the production and marketing dis- 
abilities of small-scale and irregular operations 
result in very low income levels, and make it diffi- 
cult for these areas to maintain their existing 
population, and much more so to absorb the 
natural increase when any alternative employment 
is accessible elsewhere. 


Both because of the distress in these areas them- | 
selves and because of the pressure of emigration 
from them on the cities, much attention has 
recently been given their economic problems. The 
physical limitations of resources are admitted, but 
a more efficient integration of farming, forestry, 
fishing and certain rural handicraft industries 
might be worked out to advantage. By the exten- 
sion of research and experimental work, field 
demonstration and education, provision in certain 
cases of improved credit and marketing facilities, 
and by assistance in improving and standardizing 
qualities of marketable products, some increase in 
the net income and standard of living in these 
areas should be possible. Improvement of con- 
ditions in the chief complementary industry would 
be particularly beneficial, for the greatest hope of 
any permanent progress lies in working out a 
satisfactory equilibrium between forestry and agri- 
cultural activities—“il faut chercher & marier 
économie forestiére 4 l’économie rurale.” But 
the results of very large and costly programs of 
colonization, rural resettlement and agricultural 
assistance in recent years would not suggest that 
this sector of the Quebec economy will ever attain 
a high level of prosperity or realize the hopes of 
those who look to it to replace the present depend- 
ence on nation-wide and international trade. 

This observation is not intended as a criticism 
of the efforts which have been made to develop and 
assist agriculture since any alleviation of conditions 
in these subsistence areas resulting from improved 
methods and organization is of great benefit to the 
whole economy. It should also be recognized that 
there are other than strictly economic criteria. A 
self-sufficient rural economy may be preferred for 
various social reasons to a greater income-pro- 
ducing, more industrialized and urbanized economy 
integrated with the rest of the country and the 
world, and thus subject to external and uncon- 
trollable blows and pressures. But from the 
economic point of view it is necessary to note the 
physical limitations to large-scale development of 
a self-sufficient rural economy which do in faet 
exist, and the impossibility, under any conceivable 
conditions, of its providing a satisfactory substi- 
tute for the nationally and internationally inte- 
grated economy which now supports four-fifths of 
the population. 

Enough has been said to indicate the major 
disabilities and vulnerabilities of the Quebec 
economies, and the complex nature of the problem 
which governments must face in attempting to 
formulate economic and public finance policies. 
To a greater extent than in other provinces 


economic criteria are on occasion subordinated to 
other social objectives, such as the maintenance of 
cultural values. As long as national policies 
worked to the advantage of the metropolitan area, 
as long as rapidly expanding markets were avail- 
able for the new electro-product industries of the 
north, and as long as these two expanding sectors 
of the economy could help support the agricultural 
areas and absorb their excess population, there was 
a natural tendency for the provincial government 
to follow the let-well-enough-alone school of social 
and economic policies. Substantial portions of the 
cost of education and public welfare were left to 
the Church and the local authorities; the pro- 
vincial government engaged in none of the public 
utility and other economic activities common in 
the other provinces; and a relatively larger share 
than in other provinces of the responsibility for 
highways was left to municipal governments. As 
one result provincial taxation, expenditure and 
debt were very much less (per capita, or in 
relation to provincial income) than in the other 
Canadian provinces although municipal and quasi- 
public institutional responsibilities were above the 
average. Another result was a tendency to ignore 
the potential social and economic problems which 
were an inevitable consequence of this type of 
development. | 

But when the combination of world depression 
and western drought of the thirties shattered 
the closely-integrated, national-trading structure, 
reduced markets and prices for electro-products, 
and undermined the elaborate financial structure of 
the economy north of the St. Lawrence, the Prov- 
ince was faced with a critical economic and social 
situation on all fronts. Governmental intervention 
on an unprecedented scale became imperative. In 
the metropolitan area it took the form of direct 
relief, public works projects, and assistance to back- 
to-the-land movements (in addition, of course, to 
the increased Dominion tariffs, which helped to 
maintain employment in some of the secondary 
industries). In the electro-product economy north 
of the St. Lawrence it included tentative efforts at 
enforcing cartel marketing organizations, exemption 
from certain public domain taxation, local highway 
and rural settlement programs, and direct relief. In 
the subsistence agricultural areas it consisted of 
increased research and technical instruction, cheap 
farm loans, increased premiums and bonuses to 
encourage improved production and marketing 
practices, and extensive direct assistance in the 
colonization areas. The aggregate cost of these 
efforts proved staggering, yet they did little more 
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than tide the situation over, and made only a 
limited impression on the basic problems. Recovery 
in the United States and other external markets 
relieved the pressure on the export industries inte- 
grated with them, but the metropolitan area 
remained depressed. Unless the former trends of 
expansion of the transcontinental economy are 
resumed, or an internal stimulus comparable to the 
Northern Ontario gold mines is found, the most 
important sector of the Quebec economy will con- 
tinue in the doldrums. This not only affects the 
other portions of the Quebee economy, but has far- 
reaching implications on the provincial public 
finance structure, on the responsibilities which the 
Province must be prepared to assume, and on the 
taxation system, which must support them. 


Ontario 


Ontario makes up such a large part of the whole 
Canadian economy that discussion of Ontario’s 
salient economic characteristics frequently becomes 
a repetition of a description of the national economy. 
Ontario is not only the biggest but so outstand- 
ingly the wealthiest unit of the economy that 
its special advantages require some examination 
Ontario has 33 per cent of the population o1 
Canada, but (1987) 42 per cent of the national 
income, and from 45 to 60 per cent of the tele- 
phones, automobiles, residential electric powei 
consumption, federal income tax payments, invest- 
ment income received, government bonds purchased, 
and other evidences of higher than average surplus 
income and standards of living. 

Ontario’s advantages arise in part from her rich 
and diversified resources, in part from her strategic 
position in the national economy, and in part from 
her situation in relation to the industrial empire 
of the Great Lakes and Middle West to the south. 

A lengthy catalogue could be compiled of 
Ontario’s resources: the timber and pulpwood of 
the Ottawa Valley and Northern Ontario; the rich 
agricultural lands of Southern Ontario and the 
Ottawa Valley; the gold deposits of Kirkland Lake, 
Porcupine and northwestern Ontario and the 
nickel-copper deposits of the Sudbury area; the 
hydro power and the great avenues of transporta- 
tion provided by her waterways; but note should 
also be taken of her lack of coal, iron, and oil. 
Within Ontario itself a very high degree of inte- 
gration in the exploitation of her resources has 
been developed. The forestry, mining, and agri- 
cultural industries are all to some extent inter- 
dependent, and very closely related to the secondary 
manufacturing, service, and financial industries. 
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Although the latter industries depend on nation- 
wide operations, the importance of their local 
market (and, in turn, their importance as markets 
to local agriculture) is great, and forms the basis 
of the greater development. 

The character of the soil and the climate give 
Ontario agriculture the greatest diversification and 
the best balance in Canada. The ideal combina- 
tion is possible of mixed farming which affords a 
basic subsistence and production of specialized 
staples for sale in either local urban or export 
markets to yield a cash income. The Ontario farmer 
has not, on the average, as high a cash income! 
as the Western farmer, but he has a very much 
greater degree of self-sufficiency, and his cash 
income is derived from a much more varied range 
of products—cattle and hogs, poultry and eggs, 
dairy products, tobacco, fruits and vegetables. On 


1 
Taste 76.—INCOME PER FARM 


i 1928 1933 1937 


Prince Epwarp IsuaNp— 


Gross cash income.............. 769 312 476 

INEG cashtincomen-cnie scene 453 80 205 

Income in kind—produce........ 264 141 186 
Nova Scorra— 

Gross cash income.............. 419 328 433 

INebreashiincome. a... nea. ae 141 126 193 

Income in kind—produce........ 296 183 241 
Yew Brunswick— 

Gross cash income.............. 411 220 350 

INeticashineomen.. wi. ence meee cl: Ry 20 108 

Income in kind—produce........ 309 190 248 
QuEBEC— 

Gross cash income.............. 799 357 628 

INeticashncoMe sacs. a¥oo see 425 89 313 

Income in kind—produce........ 379 219 293 
ONTARIO— 

Gross cash income.............. 1,400 673 TES 

Netreashtincomete scene. came 838 265 643 

Income in kind—produce........ 320 179 234 
ManiTropa— 

Gross cash income.............. 1,515 594 1,434 

Net cash income...............- 828 186 939 

Income in kind—produce........ 225 133 185 
SasKATCHEWAN— 

Gross cash income.............. 2,341 538 627 

Net cash income................ 1,614 66 141 

Income in kind—produce........ 188 100 124 
ALBERTA— 

Gross cash income.............. 2,164 682 1,203 

Neticash incomet/...40%. fee ane 1,506 201 689 

Income in kind—produce........ 178 109 164 
British CoLuMBIA— 

Gross cash income.............. 1,093 614 905 

Net cash income................ 460 184 353 

Income in kind—produce........ 284 207 245 


the other hand, his own subsistence production is 
more varied, and his cash income much higher than 
that of the average farmer in Quebec and the 
Maritimes. The primary agricultural industry thus 
contributes both an important stabilizing factor to 
the economy, and sufficient surplus production of 
marketable staples to serve as a basis for a profit- 
able urban-rural exchange and division of labour. 
Although these statements are generally true, it 
should not be overlooked that there are some 
agricultural areas, such as Huron and Bruce 
counties, which have been unable to meet Western 
competition in the production of their former 
staple or to find satisfactory alternatives. Some 
agricultural areas which depended on local mining 
markets or local lumbering activities as, for 
example, some in Eastern Ontario and the Ottawa 
Valley, or those about Cobalt and Gowganda, have 
been left stranded as the local resources were 
drained off. In other regions, such as the Rideau 
Lakes area, the Muskoka Lakes area, and the 
northern frontier, only small-scale, subsistence 
farming, combined with a little woodcutting, fishing 
and trapping, is possible, and in these, living 
standards are consequently very low and cash 
income, except where the tourist industry flourishes, 
virtually non-existent. On the other hand, in some 
areas such as the Niagara peninsula, specialization 
of production has been carried to a very high point, 
and in such cases fixed costs are high and net 
incomes consequently vulnerable and highly vari- 
able. But in spite of these exceptions Ontario 
agriculture as a whole, and particularly in the 
Western Ontario peninsula, is a well-rounded and 
basically stable industry which contributes 
importantly to the wealth of the Province and to 
maintaining Ontario in a leading position. 
Ontario’s lumbering industry was long the chief 
stimulus of the Ontario economy, and although the 
cream of the resources has been skimmed off and 
mining now takes precedence, pulp and paper 
production still plays an important role. Although 
the pulp and paper industry with efficient forest 
management and conservation methods could be a 
permanent and stable one, it still appears to be 
more profitable to the individual entrepreneur to 
gut the resources of one locality and move on. 
Whether this would be true if the industry were 
charged with the social costs of rehabilitating or 
salvaging the dependent labour and industries in 
the derelict areas, which are a necessary accom- 
paniment of this practice, cannot be determined. 
But the development of conservation policies and 


the achievement of greater stability within the 
industry would appear to be necessary if these 
resources are to be exploited to the best advantage 
and are to contribute to the support of the whole 
economy as they have in the past. 

The last decade has seen a very large increase in 
Ontario metal production, due chiefly to the in- 
crease in the price of gold. Nickel and copper 
production have also expanded notably following 
the Frood discoveries in the late twenties, and as a 
result of improvement of processing techniques, 
increased production facilities, and the armament 
demand of recent years. But of outstanding 
importance has been the expansion of the gold- 
mining industry, both through extension of opera- 
tions at the established camps of Porcupine and 
Kirkland Lake which still account for four-fifths 
of the total provincial output, and through the 
development of new producers in northwestern 
Ontario. The tripling in value of gold production 
during the decade affected not only the mining 
industry itself, the labour employed by it and the 
capital invested in it, but also a wide range of 
ancillary industries—transportation, power, lumber, 
machinery, chemicals and explosives, and the 
financial promotion and security-trading activities 
which have done so much to add colour and romance 
to Canadian mining development. Because this 
development occurred during a period of general 
depression it was of particular value and impor- 
tance, and because it was closely integrated with 
Ontario industrial and financial centres and agricul- 
tural and forestry industries rather than with 
industries outside the Province, it cut across the 
traditional east-west lines of the economy and 
perhaps tended to weaken Ontario’s interest in the 
economic welfare of the rest of the country. 

So far we have only discussed those industries 
which make Ontario on the strength of its own 
resources a large and wealthy section of the 
economy. Provincial policies have played an 
important part in development, the most notable 
illustrations being the construction of the 
Temiskaming and Northern Ontario Railway which 
opened the mining areas; the Hydro-Electric Power 
Commission which furnished cheap power to indus- 
tries, rural areas, and consumers in general; the 
Farm Loans Board which provided agriculture with 
relatively cheap credit; and the extensive network 
of modern highways which Ontario early provided 
and has maintained in good condition. These 
policies not only hastened and assisted the develop- 
ment of the Ontario economy, but also did much 
to shape the character of the development and to 
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integrate provincial industries and areas. The 
close relationship between frontier and metropoli- 
tan areas, and between primary industries and 
manufacturing and finance industries, creates a 
degree of interdependence which has its liabilities, 
but also makes for a diversified and well-balanced 
economy with inherent reserves. 


But of at least equal importance with Ontario’s 
natural resources are the strategic position Ontario 
occupies in the whole Canadian economy and the 
advantages which Ontario derives from national 
policies. Ontario’s geographical position in relation 
to the rest of Canada, its resources, and its geo- 
graphical position in relation to the coal and steel 
centres and the great industrial triangle of the 
central United States, made it the logical centre of 
Canadian manufacturing, and of the distributing, 
service, and finance industries which are dependent 
on industrial activity and urbanization. To the 
extent to which national policies stimulated this 
development, Ontario was the chief beneficiary. 
National policies stimulated the development in 
two major ways: aggressive policies of western 
development built up a market, and tariff policies 
directed the demands of this market to Ontario 
(and the Montreal area). Naturally the chief drive 
for this relatively advantageous combination of 
policies came from Ontario and Montreal. A 
special survey of 1,973 firms in 23 manufacturing 
industries in Ontario and Quebec, undertaken by the 
Dominion Bureau of Statistics for the Commission, 
revealed that between 25 and 30 per cent of their 
total domestic sales were made in the other prov- 
inces. Of course some of these sales would have 
been made without tariff protection, but on the 
other hand some of the sales in Ontario and Quebec 
would not have been made without tariff protec- 
tion. Perhaps more direct evidence of the influence 
of the tariff in directing demand to domestic 
manufacturing industries (overwhelmingly concen- 
trated in Ontario and the Montreal metropolitan 
area) is given by the 1930-32 tariff increases, which 
reduced the ratio of imports to the total value of 
production from 25 per cent in 1928 to 13 per cent 
in 1933.1 This diversion of purchasing to the pro- 
tected industries not only increases aggregate 
employment and income directly in the areas 
where they are located, but stimulates the develop- 
ment of satellite financial and service industries 
about industrial and metropolitan centres. A 
natural result of this concentration of industry and 


1See Appendix 3—W. A. Mackintosh, Hconomie Background 
of Dominion-Provincial Relations, pp. 89-96 for details and for 
qualifications necessary in use of these ratios. 
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finance is a trend toward highly developed cor- 
porate, and frequently monopolistic, organization 
which in turn further stimulates the concentration 
of entrepreneurial and managerial incomes. 


It has been noted that, in addition to the 
national policies which assisted in developing a 
market for manufactured goods in Western Canada 
and then directed the demands of that market to 
Canadian sources, proximity to the industrial 
heart of the United States has been an important 
Ontario asset. It has made available cheaply! the 
basic industrial raw materials of coal and iron in 
which Ontario is deficient; it has facilitated the 
introduction of new techniques and mass-produc- 
tion economies, and the rapid development of 
modern industries by making specially skilled 
labour and machinery readily available; it has 
encouraged the development of United States 
branch plants manufacturing for export to Empire 
or other countries where Canada may have prefer- 
ential trading advantages; it provides an important 
tourist trade; it is on occasion an outlet for skilled 
and professional labour which cannot be absorbed 
in the Canadian market; and the industrial region 
south of the Border is an important source of 
capital for Canadian industries. In spite of tariff 
barriers there is some degree of integration and 
complementary specialization both in production 
and in the provision of public works between 
Ontario and the adjoining states which reduces 
overhead costs and increases net income. 

One consequence of Ontario’s dependence on the 
adjoining states for many of its industrial raw 
materials is that increased manufacturing activity 
in Ontario is bound to be reflected in increased 
imports, and tariff increases on finished goods tend 
to increase imports of industrial raw materials. 
In this process, of course, there is a diversion of 
purchasing from United Kingdom and United 
States manufacturers to United States industrial 
raw material producers, but Canadian exports are 
still necessary in order to provide the necessary 
exchange. The original dependence on Western 
wheat exports to provide this exchange has been 
diminished, as we have noted, by drought and 
adverse marketing factors in the wheat industry 
and by the rise of new export industries within 
Ontario. The importance of developments on the 
new northern frontier in power, pulp and paper, 
and gold is thus far greater than that of providing 
merely a new source of production, and a stimulus 
to Southern Ontario; it has become the basis for a 


1In a prosperous year the states bordering on the Great Lakes 
produce 40 per cent of the world’s steel. 


new pattern of economic organization cutting across 
the lines of the traditional transcontinental struc- 
ture; it has tended to lessen the dependence of 
Ontario on the successful operation of the national 
system. 

Nevertheless, there are weaknesses in the new 
structure which may have been concealed by its 
rapid expansion in a time of general depression. 
One is the exhaustive character of the gold-mining 
industry which is the mainspring of the whole 
development. Owing to the complex geology and 
structure of the chief deposits, estimates even 
approximately satisfactory of total ore reserves 
cannot be made as can be done, for example, in 
South Africa. There are, however, indications that 
both the Porcupine and Kirkland Lake camps have 
passed their zeniths. This is particularly impor- 
tant because, in spite of a 70 per cent increase in the 
gross selling price accompanied by some decrease 
in operating costs over a period of six years, no 
major new camp has been discovered. Some 80 
per cent of the output still comes from Porcupine 
and Kirkland Lake, which have turned to the 
exploitation of former sub-marginal, low-grade 
ores to expand their production and prolong their 
lives. From the point of view both of owners and 
of society a large proportion of the returns from 
an industry of this nature should be treated as 
capital amortization, and the construction and 
capital equipment activities which it engenders 
must be recognized as non-recurring. Not only 
will the inevitable depletion of these resources 
reduce incomes directly and indirectly derived 
from them, but it will also create problems of 
social adjustment which will require extensive 
governmental intervention and assistance. 

The wealth of the Ontario economy thus rests 
in part on a well-balanced and closely integrated 
development of its own natural resources, including 
its geographical position in relation to the rest of 
Canada and the United States. It has also de- 
pended in the past on the successful operation of 
the traditional national policies, which have com- 
bined with Ontario’s natural advantages to divert 
a relatively large proportion of Canadian surplus 
incomes to advantageously located centres in 
Ontario. And in recent years it has been main- — 
tained by an intensive but ephemeral development 
of Ontario’s own northern frontier. Whether or 
not it can be maintained in the future will obviously 
depend in part on the general prosperity of the 
Canadian economy, of which Ontario is such an 
important and integral part, and in part on 
Ontario’s opportunities and ability to integrate 
herself with the Canadian economy in such & 


fashion as to make the most of her natural advan- 
tages, and to protect herself against the potential 
disabilities inherent in her position. 


The Prairies 


The Prairie Provinces form the region most 
directly affected by major national policies. The 
major objectives of these policies in the past—to 
develop the virgin resources of the Prairies, and to 
provide for internal markets for other regions— 
were directly concerned with Western expansion, 
while they affected the rest of the country chiefly 
in accordance with the degree to which the other 
regions were integrated with and dependent on the 
Prairie development. We have also noted how 
other than purely economic motives determined 
national policies, and added to their cost—an addi- 
tion which could be easily borne as long as the 
virgin soil of the Prairies and favourable world 
marketing conditions combined to produce an ex- 
ceptionally high net income. 

The rise of the wheat industry, on which the 
whole Western economy and an important part of 
the rest of Canada were dependent, was a classic 
example of the income and prosperity which an 
area with very limited resources could yield 
through international specialization of labour. 
Much of the population of Great Britain and the 
Continent could be better and more cheaply fed 
on Canadian wheat, and the population of Western 
Canada could be better and more cheaply clothed 
with European textiles than either region could 
provide from its own resources. But with the 
decline, and in some cases complete breakdown, of 
the international trading system which made such 
specialization possible, the Prairies threatened to 
become an equally classic example of an area 
doomed to chronic depression. The coincidence of 
widespread and recurring drought was the final 
blow, for it prevented resort to the traditional 
defence of the individual producer—expansion of 
production which, as long as actual operating costs 
were covered, would enable him even at very low 
price levels to spread overhead costs and compete 
aggressively in world markets. In addition the 
drought made necessary widespread subsistence 
relief for families and stock and provision of seed 
and other supplies which would normally have been 
locally produced. It has been attempted in other 
parts of this Report to give some description of the 
situation resulting from the combined effect of 
drought and the collapse of wheat prices. It is 
sufficient to note here that total income in the area 
fell almost by half, and income from agriculture 
by almost four-fifths, from the 1926-1929 average 
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to the 1930-37 average. These bare statistics, how- 
ever, cannot convey the full measure of the Western 
débacle with its shattering blows to living stand- 
ards, to adequate nutrition, to health services, to 
educational standards, to community equipment 
such as highways, and to individual hopes and 
dreams and ambitions. 

Although abnormal drought conditions are pass- 
ing, the reduced world wheat market makes neces- 
sary a reappraisal of the whole Western situation 
and of the role of the West in the Canadian 
economy. The reduction in demand from Germany, 
Italy, and France alone, as a result of their policies 
of self-sufficiency, is roughly equal to the total sur- 
plus production of Saskatchewan; the effort to 
stimulate potato and root crop production in the 
United Kingdom, which is the one important re- 
maining market, is directly aimed at reducing wheat 
imports; and the former dreams of expanding 
Oriental markets have been disturbed by the 
Japanese occupation of North China and its after- 
math and by Canadian reluctance to accept 
Oriental goods in payment for exports. 

In what is left of the international wheat market 
—say 500 million bushels a year as compared with 
the 750 million of the twenties—Canada’s position 
is as strong as, or stronger than, it has ever been. 
Wheat producers in Australia, Argentina, and the 
United States have alternatives of production 
lacking in Canada, and Canadian producers have 
made notable advances in reducing their costs and 
improving their techniques. In the normal eco- 
nomic process Canada should gain a larger share of 
the reduced market. But this assumes a rela- 
tively lower level of wheat prices (excepting 
fluctuations due to crop variations) which will 
force marginal producers with alternative sources 
of employment out of wheat production. The 
implications of this for the Canadian West are 
that the better lands will produce a smaller net 
income than formerly, that much of the land 
occupied at present will prove submarginal, and 
that. the possibilities of expansion are greatly 
reduced. In addition, we must take account of one 
of the factors which has been primarily responsible 
for reducing Canadian costs, and for enabling the 
West to compete with other wheat-producing areas 
—the mechanization of Canadian wheat farming, 
which greatly reduces the ratio of labour to acreage 
and production. But this development has left 
certain areas of the West with populations which, 
in relation to their resources, are excessive. 

On the whole the wheat economy has reached 
maturity. It is a premature maturity owing to the 
general trend of international affairs, but from any 
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realistic point of view it must be recognized as a 
given condition for the present. The implications 
of this dénouement to the national economy are 
many. The overhead created on the assumption 
that the West would support a very large popula- 
tion, and the national policies which were based 
on the assumption that the West would provide a 
continually expanding market, are both threatened 
by the destruction of their original justification— 
the expectation of almost unlimited expansion of 
the world wheat market. 

But the disabilities of the area must not be over- 
emphasized. Given a return of normal climatic 
conditions, the natural advantages of the industry 
are great, and there is some ground for hope that 
the United States will eventually provide a new 
and expanding market. But an economy accus- 
tomed to a rapid rate of expansion has suddenly to 
adjust itself to a long-term flattening out, or possibly 
even a measure of decline, in the basic trends. 

Alternative outlets for employment and produc- 
tion are not hopeful.1 Subsistence agriculture is 
possible in areas in northern Alberta and Saskatche- 
wan, and eastern Manitoba, but the position of 
people dependent on subsistence agriculture in 
Western Canada is not encouraging. The volume 
and variety of local production in the West are 
limited by climatic and physical factors, and pro- 
duce a relatively low standard of living. The lack 
of any marketable staple virtually eliminates cash 
income, and makes it impossible for these areas to 
secure any of the advantages of division of labour 
and specialization of production. From a social 
point of view they become rural] slums, and centres 
of illiteracy and undesirable health conditions. 
From a public finance point of view they are poten- 
tially serious public liabilities in emergencies, and 
virtual ciphers at any time as contributors to public 
revenues. From the point of view of the economy 
as a whole, they contribute virtually nothing to the 
general overhead, while they exert a constant pres- 
sure on living standards in adjoining areas because 
of the enforced emigration of unskilled labour from 
them. So much has been said of the merits of 
self-subsistence agriculture and of developing a 
“peasant economy” on the northwestern frontier 
that it is necessary to refer to it. The most that 
can be said of it is that it can keep a certain 
number of people alive in deplorable living condi- 
tions. There are important exceptions to this 
sweeping generalization. Where there is oppor- 
tunity for the development of some export staple, 


1For extended discussion see Appendix by W. J. Waineas, 
Prairie Population Possibilities (Mimeographed). 


such as hogs or alfalfa seed, which will produce 
some cash income, living standards may undoubt- 
edly be improved and the community may make 
some contribution to the economic welfare of the 
region as a whole. But the possibilities of develop- 
ing such specialties appear to be distinctly limited. 


Mining development is also looked on as a 
possible alternative but it has so far been limited. 
It includes the exploitation of one large and a 
couple of minor complex base-metal ore-bodies in 
northern Manitoba, the development of the Turner 
Valley oil field, and the discovery of a few small 
pockets of precious metals in the Prairie sector of 
the Pre-Cambrian Shield. In addition persistent 
efforts have been made to develop the large but 
low-grade coal resources of southwestern Alberta 
and southeastern Saskatchewan, but the difficulty 
is the lack of a local market of any great impor- 
tance. These developments should not be dis- 
paraged, and they have all contributed to main- 
tenance of regional incomes and employment to an 
important extent during the depression, but it 
must be recognized that the greatest contribution 
of this type of activity is during the developmental 
stage, and that it offers no permanent solution for 
the economic difficulties of the Prairie region, as 
far as can be judged from our present knowledge 
of western and northwestern mineral resources. 

Governmental expenditures are proportionately 
larger in an economy of the Prairie type than in a 
more self-sufficient one, but as cash incomes are 
also proportionately larger, governments with ap- 
propriately designed taxation systems have an 
opportunity to recoup. In time of depression 
governmental expenditures are larger because of 
the extensive need for aid when the staple export, 
and the primary source of income for the whole 
economy, collapses. In times of prosperity gov- 
ernmental expenditures are larger because of the 
economy and acceleration of development which 
result from financing public works and community 
equipment through governmental agencies. As a 
result Prairie governments have undertaken many 
economic activities—the provision of railways, 
electric power, telephones, farm loans, grain ele- 
vators, irrigation works—in addition to the normal 
provincial functions of roadbuilding and education. 
Even in these normal spheres governmental activity 
bulked larger than in the Hast. In a trading 
economy a highway and railway network is of first 
importance and, owing to the speed of Western 
settlement, transportation facilities had to be pro- 
vided in a very short space of time. Educational 
costs have been increased by the similar need for 


providing equipment speedily and the virtual 
absence of privately-endowed educational institu- 
tions. 

It is obviously essential to all interests concerned 
to preserve the governmental structure and credit 
of Western Canada in view of the vital importance 
of community organization in such a vulnerable 
and specialized society. Whether the economic 
base of the governmental structure is wide and 
stable enough to finance the cyclical fluctuations 
of the chief industry of the region may be doubted 
in view of the extreme character of both the natural 
and commercial swings of fortune. In addition to 
the erratic course of regional income is another 
factor of great importance to Prairie public finance: 
the ability of the small, independently organized 
units of the individualistic, Prairie economy to 
bargain on equal terms with the monopolistic 
corporate organizations of Eastern Canada—to 
which the commercial relations of the area are 
largely restricted by national policies. The failure 
to secure advantageous terms of trade in the past 
has resulted in draining off the surplus income of 
the Prairies to the East and in efforts of the Prairie 
residents to use the economic powers of their 
provincial governments to redress the balance. 


British Columbia 


It is characteristic of the Canadian economy 
as a whole that rich concentrations of natural 
resources are separated by large barren areas, and 
in British Columbia this particular contrast is 
even more pronounced. Some of the mineral and 
forest resources are advantageously located on the 
coast, or in the relatively accessible Fraser River 
Valley, but many lie in the interior and can only 
be exploited after the provision of tremendously 
costly transportation facilities. Much of the 
Province is waste land, and even when some 
resources exist in pockets in these areas they are 
too distant or too difficult of access for profitable 
development. On the other hand, some of the 
Province’s resources—the huge base-metal ore body 
of the Sullivan and many smaller deposits of gold, 
copper and coal, the stands of Douglas fir on the 
coast ranges, the rich agricultural lands of the 
Okanagan and lower Fraser Valley, the water 
powers of its rivers, the fine harbours of its coast, 
and the magnificent scenery of its mountains—are 
outstanding. The exploitation of these resources 
has on occasion yielded very large profits and has 
made possible the establishment of a high standard 
of living, including a high level of governmental 
services. But while the cost structure inherent in 
the geographical character of British Columbia 
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and the standards which have been adopted is high 
and rigid, the income to support it is extremely 
fluctuating. Added to the customary uncertainties 
and hazards of an economy partly dependent on 
mining, are the risks of dependence on foreign 
markets for a few primary staples which are sub- 
ject to wide fluctuations in both demand and price, 
and access to which is dependent on favourable 
shipping rates. 

External transportation is as vital to British 
Columbia as internal transportation. The opening 
of the Panama Canal and the chronic depression 
in shipping rates which followed the post-War 
boom brought British Columbia very much closer 
to the markets of the world. This not only pro- 
duced higher net incomes for British Columbia 
producers, but greatly expanded the commercial 
possibilities of the resources of the Province, and 
extended the area which found it profitable to 
trade through Vancouver. For example, every 
cent reduction in ocean rates on wheat from Van- 
couver to Liverpool in comparison with the rate 
from Atlantic ports to Liverpool moved the border 
of Vancouver’s tributary area further east, and 
finally all of Alberta and nearly half of Saskatche- 
wan was captured. The movement of bulk exports 
from this area through the port, and even the 
return flow and distribution of import require- 
ments, contribute relatively little to the economy 
once the flow is established, but the activity during 
any period of expansion is of great importance. 

In the last two decades British Columbia has 
enjoyed a fortuitous coincidence of several factors 
of major importance. The great reduction in 
shipping costs which in particular stimulated the 
export of wheat by the Pacific and the development 
and export of lumber and later of newsprint, the 
improvement in electro-metallurgical technique 
which made possible the exploitation of the complex 
Sullivan ores on a huge and profitable scale, the 
expansion and rising demand in Prairie markets 
(until the drought) and particularly in the areas 
tributary to Vancouver, the rise of the tourist and 
resort trade, and the development of new Oriental 
outlets, each in turn engendered a huge capital 
program and all together stimulated an almost 
uniquely high rate of expansion which to some 
extent fed on itself. Vancouver rapidly emerged 
as an important metropolitan market, encouraging 
the development of secondary and service industries. 

The depression revealed the vulnerability of the 
whole structure as United States lumber markets 
were closed, as base-metal demand and prices 
collapsed, and as new construction activity 
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dwindled. However, every primary exporting 
economy experienced much the same difficulties, 
and in the case of British Columbia there was some 
alleviation from the abnormally low ocean freight 
rates which improved its competitive marketing 
position and extended its tributary area, and from 
Imperial Preferential Agreements of 1932 and the 
Trade Agreement of 1935 with the United States. 
In addition, although the fixed costs of British 
Columbia industry were of necessity high, the 
operating costs of such important industries as 
base-metal mining, smelting and refining, and 
newsprint production, proved very low. As long 
as British Columbia enjoys below-cost ocean freight 
rates and retains important virgin resources to 
which the most modern and efficient techniques of 
production can be applied, it possesses a cushion in 
the most severe depression. 

Nevertheless the acute depression of the thirties 
seriously threatened the financial solvency of the 
Government and, indeed, of the whole economy. It 
was a significant illustration of how precarious are 
an income and standard of living based on a few 
specialized resources and external markets, however 
profitable the combination may be in favourable 
periods. In addition, since some of British 
Columbia’s most important resources are exhaust- 
ible and diminishing, since to some degree at least 
the high returns of the past have been achieved 
by treating capital depletion as current income, and 
since part of its expansion has been due to non- 
recurring capital development stimulated by the 
Panama Canal, it is evident that there are 
important problems and uncertainties in the future. 

The special character of British Columbia’s 
economy has influenced its public finances in many 
ways. The difficulties of transportation led the 
Government into the costly Pacific Great Eastern 
project which, if accrued interest due to the 
Province is included, accounts for half the present 
provincial debt. Geographical factors have also 
been responsible in part for the relatively small 
amount of municipally organized territory, and 
have probably inflated the cost of some govern- 
mental services. Even British Columbia’s physical 
assets have their public finance implications; for 
example, the favourable climate attracts elderly 
retired people of means and thus augments the 
Province’s succession duty revenues, but it also 
attracts unemployed transients and augments the 
Province’s. relief expenditures. Although the 
Government has incurred large developmental 
expenditures in order to make the Province’s 
natural resources available, it has reaped a large 


revenue from its public domain and corporate 
taxation. The resources are of a nature best 
exploited by corporations rather than individuals, 
and this has led to a concentration of taxable 
income and the adoption of appropriate taxation 
policies considerably and significantly different 
from those in other provinces. The high net 
incomes enjoyed during the skimming of the cream 
of the resources established high standards of living 
and services in general. In the depression there 
was approximately as great retrenchment as else- 
where in Canada, but this still left the majority of 
British Columbia services substantially above the 
rest of Canada in costs, and they could only be 
reduced to the Canadian average under the most 
extreme pressure. It is not suggested in any way 
that this would be desirable, but it is important 
to note it as one of the high, and in practice, 
uncontrollable costs of the economy. There are 
also other types of expenditure, of which the chief 
examples are conservation and research, which are 
temporarily avoidable and consequently usually 
suffer the major reduction in times of depression, 
but which are of basic importance to the future in 
an economy built to such a large degree on wasting 
assets. 


4. CONCLUSION 


We have noted some of the salient features of 
the Canadian economy and of the regional 
economies which have developed within the main 
structure. The Canadian economy is one which 
under any circumstances would have certain 
disabilities and weaknesses—the necessary depend- 
ence on a few specialized exports and the conse- 
quent vulnerability and sharp fluctuation in 
income, the large proportion of unproductive area 
and the seasonal handicaps which increase overhead 
costs, and the consequent rigidities of the cost 
structure as a whole. But in addition to those 
disabilities, which are inherent in the nature and 
distribution of Canadian resources, are the increased 
costs which have been incurred for political and 
national reasons and which further increase the 
rigidity and vulnerability of the economy. 

From our survey of the economies of the various 
geographical regions it is also apparent that there 
are wide disparities in per capita regional incomes. 
This condition, as the historical survey in previous 
chapters indicates, has been more or less constant, 
but in times of depression it is likely to be greatly 
intensified at least as between certain regions. This 
condition raises grave problems of provincial and 
municipal finances; it militates against equality of 


capacity as between provincial governments to 
withstand economic crises, and against equality of 
standards in provincial services, especially under 
the present division of revenues and responsibilities 
between the Federal and provincial governments. 
But the implications of this condition on public 
finance will be discussed at length in the following 
chapter. 

There are clearly some elements making for 
national integration and interdependence, and some 
for division of interest and friction. With the pass- 
ing of the period of expansion which was so greatly 
influenced by the traditional national policies, it 
may be necessary both for the preservation of 
national unity and the preservation of the national 
welfare that new policies should be inaugurated and 
developed to stimulate and give dynamic direction 
to new national expansion, although probably on 
very different lines and different frontiers. Several 
alternative policies are possible. In the vital field 
of external economic relations Canada might strive 
for closer integration with the United States, or 
with British countries, or for greater self-sufficiency. 
In internal management Canada might move 
toward a freer economy, with greater reliance on 
the unrestricted operation of the capitalist system 
and less responsibility for its casualties, or it might 
move toward a more controlled economy. A con- 
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trolled economy might increase or reduce the 
national income, depending on the wisdom of its 
policies and the skill with which they were carried 
out, and it might increase or decrease the existing 
unevenness in the distribution of the national 
income, depending on the prevailing philosophy as 
to the functions of government in this respect. 
The most appropriate policy at any time will 
depend on a variety of circumstances. One of the 
most important fields of national activity, and the 
one most immediately relevant to this Report, is 
that of public finance. It is impossible to forecast 
developments, but with the knowledge we now 
have of the vulnerability and weaknesses of the 
economy we know that our economic and fiscal 
policies must be adapted to meet current conditions 
and to prepare for possible emergencies. The 
Commission’s task is not to say what policy should 
be followed, but, within the scope of its terms of 
reference, to recommend adjustments in the federal 
financial system which will make it possible to 
follow some policy. Canada’s present and prospec- 
tive economic condition makes it clear that we can 
neither continue to afford the friction and waste 
of conflicting policies, nor the greater loss due to 
paralysis of policy arising from a possibly obsolete 
division of governmental responsibilities and powers. 


Cuapter VIII 
CANADIAN PUBLIC FINANCE TODAY 


1. GOVERNMENT EXPENDITURES 


Government expenditures in Canada have been 
equal to about 30 per cent of the national income 
in recent years. However, such a ratio is not valid 
as a measure of the “burden of taxation”, or the 
“burden of government”, for it may be highly 
misleading, particularly in comparison with that 
of other countries, and it must be qualified by 
analysis. 

The various categories of government expenditure 
are of different significance: some expenditures 
are for the basic regulatory and _ protective 
functions of government; some are for col- 
lective services which the community believes it 
is advantageous to supply its citizens on a co- 
operative basis rather than to leave to private 
enterprise; and others are transfers from one group 
to another either on account of past obligations or 
to achieve some redistribution of the national 
income for social purposes. Any discussion of the 
relation of government expenditures to the national 
income must distinguish between these different 
categories. Expenditures on the first group of 
functions are necessary if the economic system, as 
we know it, is to operate at all. Expenditures on 
the second group purchase services which con- 
stitute part of the national income. Some of these 
services might have been purchased directly by the 
taxpayers had the Government not provided them. 
Or different services might have been purchased. 
It is not clear whether the intervention of gov- 
ernment in these cases increases the national 
income, or decreases it, or merely changes its form. 
Expenditures in the third group are merely transfers 
which do not directly add anything to the income 
of the community as a whole, although they have 
long-run indirect effects which may be either 
stimulating or depressing. 

Expenditures which may be considered as directly 
productive in relation to the national income 
include the cost of protection to persons and 
property, education, expenditures on development 
and transportation, and a portion of the costs of 
general administration and tax collection. These all 
represent the employment by government of labour, 
capital, and resources to supply services for the 
community. Expenditures of a transfer nature 
include direct relief, pensions, and other public 
welfare payments, and interest charges on non- 


202 


productive debt. Here no productive resources are 
employed and there is no direct contribution to the 
income of the country as a whole. 

In 1937 out of a total government expenditure 
on current account of $996 million, approximately 
$406 million consisted of transfer disbursements. 
That is, between 10 per cent and 11 per cent of 
the national income was diverted into government 
channels and redistributed to the unemployed, war 
pensioners, old age pensioners, children, indigent 
sick, and on account of debt service on unpro- 
ductive assets. (Of course, in a country of equal 
but more evenly distributed wealth, these transfer 
expenditures would be proportionately less needed.) 
The remainder of the government expenditures, 
$590 million, are a measure of the value of the 
collective services provided the community by gov- 
ernment and constituted about 15 per cent of the 
national income. 


TABLE 77.—EXPENDITURES OF ALL GOVERNMENTS, 1937 


(Millions of Dollars) 
Collective Services:— 
(Including their share of debt charges). 
Primary functions of government (Administration, legis- 


lation; justicesand defence) cicscenss ee sete haan iee eee 212 
Education a nveaaiinidae cursrnile srktom oni aiee otal clon eee 123 
Development and Transportation...................ee0000 255 a 

5 
Transfers— 
Re lie€ ts occ cers Ste eco ares she sie se ofa Sntetos ee cotevale, crs Une aie eee 127 
War pensions iisiwes eect eis see cnc sacineste aaa eee 54 
Otheripubliciwelfares occu. oe es Ree ee Cee 125 
Interestion unproductivedebts ya... nee eases eee 
—— 406 
996 
(The National Income; 193700509, ose: cactus cose core nese cceeeetarseo) 


The foregoing table merely indicates very briefly 
the relative order of magnitude of government 
expenditures in Canada. To review the chief 
characteristics of these expenditures a somewhat 
more detailed classification is necessary. It is first 
necessary to distribute the net interest payments 
(that is, the total amount of interest paid less 
interest received) of all governments according to 
the purposes for which the debts were contracted. 
The total outstanding debt (direct and guaranteed) 
of all Canadian governments was $7,863 million at 
the end of 1937. Of this, $1,413 million was repre- 
sented by assets which were either liquid or self- 
supporting (or both). The purposes for which the 
remainder—$6,450 million—was incurred are shown 
on the following table, classified according to the 
chief functions of government. 
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TaBLe 78.—DeEsts oF ALL GOVERNMENTS WHICH WERE Not Directiy Seutr-Supportine™), 1937 
(Millions of Dollars ) 


Outstanding Debt Incurred for— 


1. Primary Functions of Government (Legislative, Administrative, and Judicial 


Buildings, and War Expenditures)..............eceseeceees 
Less cumulative current surplus before special charges....... 


Paige! 9 08 WW DR RI Oo PRUNE recede 


is MOC AO WER Sey cutes, Ac.) CUNEO e Ht EN Mn a Gea meee AMRIT Este HERE ONE INC ay gO 


3. Development and Transportation (including Railways, Highways, Harbours 
and Canals, Power Commissions, Telephones, Agricultural Loans, etc.)...... 


4. Public Welfare (Relief, Public Health, etc.)........ sate intte Se lalate mei tes 


SPRAIN DVO DAM wriscyies ssa vgs 900 ue wie ait 4 


eee err ee ee eoose 


Dominion Provincial | Municipal Total 
Seta a tals wees 1,818 80 x x 
BS Oa OCI —1,233 — x x 
2190 SRL 585 80 225 890 
_— 50 180 230 
3,250 975 275 4,500 
420 235 175 830 
4,255 1,340 855 6,450 


) These are the total debts, direct and guaranteed, of all Canadian governments less liquid assets (e.g., cash), investments which were completely 
self-supporting (i.e., which paid full contractual interest), and the capitalized value of interest earned by partially self-supporting assets. 


The interest charges on this debt (ignoring for 
the moment any provision for amortization) were 
$271 million, or about 27 per cent of all govern- 
ment expenditures. Approximately $100 million of 
this interest bill was the cost of servicing unpro- 
ductive debts, i.e., accumulated deficits, War 
expenditures, capitalized relief and capitalized 


losses. The balance, $171 million, was paid on 
debts incurred for public buildings, highways, rail- 
ways, canals, and other developmental facilities 
which provide services for the community but 
which are not directly paid for by the individual 
users. In the following table of expenditures of 
all governments the net interest payments are 
distributed according to the chief functions. 
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TasLe 79.—ExXPENDITURES OF ALL GOVERNMENTS, 1937 


(On Current Account, before provision for debt retirement) 
(Millions of Dollars) 


1. Primary Functions— 


Legislation, administration, and justice............-+.se+-ee: 
National defence, military pensions and aftercare............. 
Miscellaneous, less refunds and sale of miscellaneous services 

Sub-Cotalls sc costae else kerstainerel asta aratatolat ales 


Debtioharges sincere rte nieces ont alecentela aie etme er Neieteleia sucllsiec <= 6 


2. Hducation— 


Current Expendituresic.aci.s'siceiieloe ciclo siclelees ine wae cise ae 
Debtichargest scare cr wtticcteeroein ree iere cis cieie eiereaecs eis 


3. Development and Transportation— 


AGICUI GUC ANON PUDLIGeAOMAIN a siete ere ciehereteretetelete eicictnre ele lee: s 
PDPANSPOLbAblOM sate esac crsels efovereiala eis elere Core ole tetoleus eves. sels aiouaheusiens 


Debticharwes verre ois tee cele ee eens celoerece oettares wares s 


TIGA DARREN fe ala dee’ c aie ele eee nicraneyaciciery siete tietarahe siawis ited lia 


BOSSES LO PT OUURCES cdr ne ee eiea Glatie winters mal hayes He eis swe om mie 


SOIRAIN DD CT OD alae ie ctive's esterase os pinmletetege onde 


Dominion | Provincial | Municipal Total 
a. BAS! Sanotvhan abate 52 33 x x 
soe sl oteaie ee 88 == x x 
PE eK ich a 9 x x 
wid avalon aap h tana 140 42 65 247 
5 eteuctie ert iheletaners 23 3 14 40 
4 ates 163 45 79 287 
tea cigarette end _ 32 77 109 
‘boca ee nere — 2 12 14 
SOOO ecISch — 34 89 123 
4 ais re) eialstapalte ateteue 20 21 — 41 
ig a dee reer: 20 25 31 76 
sa She safe geese 40 46 31 117 
. eee 128 37 18 183 
ban doo 168 83 49 300 
oe 0) ist alsratarel aisle 66 43 18 127 
Wield seaabeeiee eats 44 45 36 125 
POP hal 110 88 Pe ie ai 
a's safe Sie eure meleee 16 9 11 34 () 
vb 126 97 65 | 288) 
silo) dcakeyetelfaveredey alot 21 —_ —- —_ 
sleavevapatelareisterra 478 259 282 996) 


‘s) After elimination of double counting. 


Primary Functions 


The expenditures labelled “Primary Functions” 
are the cost of the traditional forms of government 
activity, namely, protection to persons and prop- 
erty, national defence, and general administration. 
In the past these were virtually the only functions 
of government, but with the growing complexity 
of society, the increase in the scope for and the 
efficiency of collective effort, and the changed 
conception of the role of government in the 
amelioration of social distress, they have declined 
in relative importance. In 1937, including the 
heavy burden of the last War’s expenditures 
(against which, for the purposes of this analysis, 
all current surpluses have been credited), they 
accounted for 28 per cent of total public expendi- 
tures in Canada. 


The administration of justice, legislation and 
general government requires little comment. These 
functions may tend to cost somewhat more in a 
federal than in a unitary state, partly as a result 
of a certain amount of governmental overlapping 
and duplication, and partly as a result of the 
perpetuation of historical divisions and boundaries 
which have been made obsolete by the develop- 
ment of improved communications and transporta- 
tion. It is easy to exaggerate the importance of 
these factors, however, and the detailed investiga- 
tion made by the Commission of possible duplica- 
tion of Dominion and provincial services,! and of 
possible economies from provincial union in the 
Maritimes and the Prairies,2 revealed little avoid- 
able expenditure. 


1See Book II, Sec. C. II. 
2See Book Il, Sec. é. Con TE; 


Defence.—The place and relative importance of 
national defence in public expenditures, on the 
other hand, depend on a variety of circumstances. 
In most European countries national defence has 
dominated public finance and has absorbed a major 
portion of governmental resources and efforts. 
Canada has enjoyed certain fortuitous geographic 
and political advantages which have profoundly 
influenced its national defence expenditures and, 
consequently, the balance available for other pur- 
poses. Before the Great War the cost of national 
defence was negligible, and it was this which 
permitted the extensive governmental aid to 
development and transportation which was such a 
striking and proportionately unique characteristic 
of Canadian public finance. Even after the War, 
including its legacy of debt charges and pensions, 
Canadian defence costs were still relatively low, 
although they had risen sufficiently to be a factor 
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in curbing the Dominion’s developmental program. 
However, the quadrupling of current expenditures 
on national defence from 1935 to 1939 has altered 
the picture somewhat and has materially reduced 
the comparative advantage in this field which 
Canada formerly possessed, and on which many of 
her other public finance policies were based.3 


Education.—Expenditures on education increased 
from before the War, indeed from the _ be- 
ginning of the century, in almost exactly the 
same ratio as all government expenditures until 
the early thirties. Education then bore the brunt 
of depression retrenchment and total budgets were 
cut by a sixth. There has been some expansion 
since 1936, but the total expenditure is still (1939 
estimates) some $10 million below the 1930 peak, 
and the ratio of education expenditures to all 
government expenditures has fallen from roughly 


(3)TaBLeE 80.—CANADIAN DEFENCE EXPENDITURES COMPARED WITH THOSE OF OTHER COUNTRIES 


For the fiscal years nearest to December 31, 1937 


— United 
Kingdom 
Per capita defence expenditures (Canadian Dollars).... 27 .26) 
Percentage of total government expenditures........... 26-1 
Percentage of national income...............2eeee00: 5-4 


U.S.A. France Australia Argentina Canada 
7.89 8.43 3.46 4.52 2.98 
13-40 18-4 7-0 14-6 5°8 
1-4 4-1 0-8 (d) 0:8 


() Only the published figures on defence expenditures were used in the calculations. 


(b) Includes expenditures authorized under Defence Loan Act, 1937. 
(©) Expenditures on Trust Account not included. 
@ Argentine National Income not available. 
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15 per cent during the first thirty years of the 
century to 11 per cent in 1937, and somewhat less 
currently.4 It would not be realistic to assume 
(4)TaBLE 81.—PROVINCIAL AND MUNICIPAL EXPENDITURE 


EDUCATION 


— 1930 1933 1937 
Prince Edward ] sland— 
Provincial and municipal expenditure 
onjeducation ($000) eseilcs.)usmetees veh 488 514 549 
Per capita $s) ae ea eeines ene 5.55 5.78 5.90 
Percentage of total provincial-municipa 
Expencdituros.c4.ce eet eae cnc aoe 82-7 31-8 27-7 
Percentage of provincial income........ 2-1 3-8 3-1 
Nova Scotia— 
Provincial and municipal expenditure ; 
on e Jucation ($000)..........0.ee00:- 3, 786 3,950 4,216 
Penrcapicar Sits Phe ie uk wnenes 7.37 7.57 7.78 
Percentage of total provincial-municipal 
OXPEHOIGULE ee ee A ET Eee 26-0 22-7 23-0 
Percentage of provincial income........ 2:3 3-7 2-7 
New Brunswick— 
Provincial and municipal expenditure 
on education ($000)..........e.ee000: 2,823 2,619 2,675 
Per capita Ay oa Sopot padi 6.95 6.24 6.08 
Percentage of total provincial-municipa 
OXPENCICUTE, Anacces ae een eee 23-9 21-8 20-8 
Percentage of provincial income........ 2-% 3-5 2-5 
Quebec— 
(Note discussion in the text of the contri- 
bution of the Church and of private fees in 
Quebec which make direct comparisons 
with educational expenditures of other 
governments impossible.) 
Provincial and municipal expenditure 
on education ($000).........ce.ee008- 20,201 22,566 22,701 
PermcapitarS cee rae. franc 7.15 7.60 7.24 
Percentage of total provincial-municipal 
Expenditure saree ence ae 19-2 17:2 15:3 
Percentage of provincial income........ 2-0 3-5 2-4 
‘Ontario— 
Provincial and municipal expenditure 
on education ($000)..........0.ee0e8. 47,496 44,481 44,576 
IPETICADIGHES te ee ee em et Mee 14.03 12.48 12.01 
Percentage of total provincial-municipal 
OxpPonaituresn. octet 27.2 22-2 23-2 
Percentage of provincial income........ 2:8 4-0 2-8 
Manitoba— 
Provincial and municipal expenditure 
on education ($000)...............06- 8, 823 7,569 6,907 
IROTiCAp ITAL Gar aia sccm cone oe eae 12.81 10.66 9.63 
Percentage of total provincial-municipal 
EXPCNGICUTO ay ho ee tne 26-1 19-4 19-8 
Percentage of provincial income........ 3-3 4-4 2-7 
Saskatchewan— 
Provincia] and municipal expenditure 
on education ($000)..............20-- 13,362 9,829 8,191 
Rericap tay g sash Uenen see ek He 14.80 10.55 8.72 
Percentage of total provincial-municipal 
expenditure. ..4 pie. eee en aie arene 30-8 21-8 17-6 
Percentage of provincial income........ 5-8 7-8 4-2 
Alberta— 
Provincial and municipal expenditure 
on education ($000)................4. 11,715 10,080 9,447 
Pericapitat$s ee ssc Ae ern 16.55 13.48 12.14 
Percentage of total provincial-municipal 
expenditures (14. se eae aaa 31-4 26-4 27-2 
Percentage of provincial income........ 4-6 6-3 3-9 
British Columbia— 
Provincial and municipal expenditure 
on education ($000)............20..6. 9,786 8, 257 9,365 
Pericapita: $. ee ee ns ne, 14.48 11.60 12.47 
Percentage of total provincial-municipal 
expenditure:: y:2.5 ak Me eter tt eee 20-9 17-2 18-4 
Percentage of provincial income........ 2-7 3-5 2-9 


a ee Se Ee eee 


that this lower level will be maintained, nor from 
the evidence submitted to the Commission would 
it appear desirable. Since local governments bear 
more than three-quarters of the total cost of educa- 
tion, the most severe cuts in expenditure have 
occurred in the depressed areas. Yet it is in these 
areas that it is perhaps most necessary to maintain 
standards of education which will enable the 
younger generation to compete in all prospective 
fields of employment and which will thus assist 
desirable mobility of labour. 


Transportation and Development.—The largest 
item in the expenditures of Canadian governments 
is that of transportation and development. In- 
cluding current expenditures and net interest paid 
on debt incurred for these purposes, they account 
for nearly one-third of all government expenditures 
—a proportion that has scarcely varied since Con- 
federation. The relative freedom from the burden 
of national defence, the geography of the country, 
and the extensive natural resources which could 
only be made available by the provision of 
extensive transportation facilities, have encour- 
aged governmental promotion of economic expan- 
sion on a scale which is unique in capitalist 
countries. From the earliest days of responsible 
government the main objective of public policy 
has been the provision of transportation facilities 
and other public works which would stimulate the 
economic development of the country. The united 
Canadas strained their resources to construct canals 
and trunk railways in an effort to establish a 
commercial empire on the St. Lawrence. The 
Fathers of Confederation assigned to the new 
Federal Government the expensive task of uniting 
the colonies scattered across the northern half of 
the continent with railways, improved waterways 
and harbours. These projects were carried through 
at public expense or with public assistance to hasten 
the settlement of the empty spaces, to bring new 
resources into production, and to improve the 
inter-relationships between the various regions. 
More recently hundreds of millions have been spent 
on the construction of highways. In spite of the 
great economic expansion that has occurred it has 
not been possible, or at least it has not been deemed 
desirable, to charge the full cost of these facilities 
directly to users, and heavy burdens have been 
assumed by governments, mostly in the form of 
debt charges. Two-thirds of the total net debt 
charges are for interest on money borrowed for 
transportation and developmental purposes. While 
large expenditures have speeded up the economic 
growth and integration of the country, they have 


also added to the difficulties of adjustment to 
fluctuations in so far as they have converted the 
relatively flexible costs of private industry into the 
more rigid costs of government indebtedness. In 
other words, the outlay on transportation and 
development constitute in large part overhead costs 
of the Canadian economy assumed by government 
—costs which would have been less rigid if they 
had been borne by private industry, in which case 
citizens would have sustained losses as investors 
instead of heavier taxes. 


The major portion of these costs had to be met, 
in one form or another, if the Canadian economy 
was to be developed and a Canadian nation built; 
but the necessary burden has been increased to a 
substantial extent by misdirection of investment. 
In the past this took the form of unnecessary 
duplication of railway facilities; today it is being 
increased on an even larger scale in the form of 
duplication of, and lack of co-ordination between, 
all the modern agencies of transportation—rail- 
ways, highways, waterways, and airways. The 
lack of co-ordination, even more than direct com- 
petition, is a cost and waste which Canada 
cannot afford today, and as discussed in Book II5 
the problem is seriously aggravated by the existing 
division of Jurisdiction and lack of unified financial 
responsibility. The rise of the automobile as an 
effective competitor in the most lucrative branches 
of short-haul revenue traffic has had far-reaching 
effects on the present position and outlook for rail- 
way finances (in which the Dominion Government 
is heavily involved); on the railway rate structure 
which evolved under very different operating and 
competitive conditions (and which subsidized the 
movement of low-grade, bulk freight at the expense 
of more valuable freight that is now being 
diverted to cheaper and more convenient channels) ; 
and on regional economies and vested interests of 
capital and labour which depend on the mainten- 
ance of existing transportation rates and differ- 
entials. In a country where cheap and efficient 
transportation is of such basic importance as in 
Canada, and where governments are already so 
very heavily involved,é the rise of new agencies 
of transportation and major alterations in com- 
petitive conditions have profound effects on public 
finances. Although a great deal of study has been 
given in Canada to the railway problem and 
particularly to the relations between the two big 


5See Book II, Sec. D., Ch. II. 


6 See tables pp. 203 and 204. Outstanding debt of Canadian 
governments attributable to transportation and development $4,500 
nar et current annual] expenditures, including debt charges, $300 
million. 


207 


systems, relatively little attention has been given 
to the much broader problem of co-ordination of 
all agencies of transportation. The very fact that 
the existing division of jurisdiction makes it more 
difficult to deal effectively with the problem 
imposes greater responsibility on the governments 
concerned to attempt it. 


Social Services—Having noted the expenditures 
associated with the traditional functions of govern- 
ment, and the uniquely large Canadian expendi- 
tures on transportation and development, we come 
to the third major group of social service expendi- 
tures. These consist of expenditures for general 
public health, and, in larger and increasing amounts, 
for maintenance of individuals who cannot, either 
for physical or economic reasons, maintain them- 
selves. The latter type of expenditure, and to 
some extent the former, are examples of the 
transfer type of expenditure which, in the same 
way as soldiers’ pensions and interest on unpro- 
ductive debt, redistribute the national income but 
do not directly increase or decrease it. Their rapid 
growth in recent years has effected a major change 
in the character of Canadian public finance, and has 
been responsible for the breakdown of the tra- 
ditional division of financial responsibilities of the 
Canadian federal system. 

The total expenditures of all governments on 
public welfare and relief (excluding soldiers’ 
pensions) rose, but not notably more than all 
other expenditures (from 6 per cent of the total 
in 1913 to 8 per cent in 1929) until the depression, 
but then shot up to 25 per cent of the total in 
1937. In dollars, expenditures quadrupled between 
1929 and 1937. 

It is not surprising that the huge increase in 
recent years has been generally looked on as an 
abnormal depression phenomenon, and that policies 
have been based on the wishful thinking that a 
return to prosperity would reduce the figures to 
pre-depression levels. As brought out in our 
previous chapters, however, fundamental changes 
were occurring and certain major forces operating 
which made very substantial increases in social 
service expenditures by governments inevitable 
even if a high level of general prosperity had been 
maintained. The increasing number of people in 
the older age groups (and the temporary, but at 
the time important, factor that some 60,000 of their 
potential supporters had been lost in the Great 
War); the increased specialization of the economy 
with its corollary of decreased local and family 
self-sufficiency; the growth of the cities and of 
the more vulnerable service and luxury trades; 
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these were all normal features of a maturing 
economy. When, in addition to what we might 
call these normal economic changes which were 
operating to increase social service costs (although 
governments had not recognized them as normal 
and natural factors, and had not planned in any 
comprehensive way to make financial provision for 
them), Canada bore the full brunt of the world 
depression and of disastrous drought, government 
finances were particularly strained. The virtual 
inevitability, in any circumstances, of rapidly 
increasing welfare expenditures called for close 
examination of the governmental distribution of 
financial responsibility and of the appropriateness 
of the existing division of jurisdiction for admin- 
istrative purposes, but when the depression expen- 
ditures were added to the already steeply mounting 
curve the need became urgent. It is important 
to distinguish. between the increases in welfare 
expenditure which are directly due to the depres- 
sion and those which would presumably have 
occurred in any case. The existing governmental 
framework and organization for public welfare 
purposes has proven woefully inadequate under 
depression conditions, but the present policy of 
meeting the situation by a series of ad hoc arrange- 
ments might conceivably be justified only if the 
new demands were of a temporary emergency char- 
acter. If, on the other hand, the depression has 
simply intensified and brought to a head a situa- 
tion which was developing in any case, and which 
the existing distribution of governmental powers 
and responsibilities had not been designed to meet, 
and has been proven incapable of meeting, a more 
comprehensive and constructive approach to the 
problem is necessary. 


Public Welfare other than Relief —Public welfare 
expenditures other than relief (including old age 
pensions, hospitals, asylums, public health and 
sanitation measures) rose from $72 million to $124 
million between 1930 and 1937. To some extent, 
of course, this increase was due to the depression, 
but to some extent it was merely the con- 
tinuation of a trend inevitably associated with 
the economic and social evolution of Canada. Old 
age pensions which were the largest item were 
introduced successively by all the provinces and it 
was discovered that there were both an increasing 
number of people over seventy, and an increasing 
proportion of those over seventy who were unable 
to support themselves (and whose relatives could 


not, or would not support them).?7 The provision 
of a minimum standard of subsistence and decency 
for the helpless and indigent aged is almost 
unanimously recognized as a proper and desirable 
function of government today, but it is a service 
which is open to serious abuses, and which may 
have far-reaching and quite unexpected results on 
the family and social structure. Certainly it was 
never contemplated, when the Act was introduced, 
that within twelve years half the population over 
seventy would be receiving its benefits. Whether 
the method which has developed of financing three- 
quarters of the total pensions by Dominion grants- 
in-aid has been conducive to the greatest possible 
measure of efficiency is discussed in the Commis- 
sion’s recommendations on the allocation of social 
service jurisdiction. The substantial transfer of 
the cost burden for this particular social service 
from municipalities to the Dominion government 
(relieving municipalities of the necessity of pro- 
viding’ old people’s homes and poor relief on the 
same scale as formerly) is only one, although the 
chief, example of a general trend of great signifi- 
cance. The distribution of public welfare (other 
than relief) expenditures between the three levels 
of government may be summarized as follows, and 
shows the greatly increased portion borne by the 
Dominion in recent years. 


TABLE 82.—DIvIsION oF PUBLIC WELFARE EXPENDITURES 


(Other than Relief) 


a 1913 1930 1937 


% % % 
Municipalities). usaiiiesereiiss oer iatietels ese. 53 40 29 
ProwInCes ts ccltareusctr oe ele ciei ve eveleotel travels is ie praied 30 42 36 
Dominion: e520 yee waa eiaeteiet ptelctotel ones ai 18 35 


In one of the Commission’s research studies? 
impressive statistics are presented of the economic 
loss to the country caused by ill health which is in 
many cases preventable. To the extent to which 
it is thought desirable, for both economic and 


Total Dominion, provincial, and municipal expenditures on Old Age 
Pensions. Estimated, on basis of continuation of same terms 
as at present, and of same proportion of population 
over 70 in need: 


($ million) 


$ $ 
WO DT ss seleletals ciateeterals pee hte ciel els 0.3 LOE LINN. sale ts 3! ofebelal salem cisternae 46.0: 
1929. amemisiste sialon rites 3.5 LOOM ela slave a/eia etaleleeietelietehetoaiets 62:0 
LOSS ciiotls chapel cnoteeteyetst netete arare 17-0 MOGI vai acausl ore cietetaterstatevartiaretsteteta 82-0 
I EEY Cinmnane isc soudoononges 39-0 1A Rie MNOREI clog de coc 93-0 


8 See Book II, p. 32. 


9See Appendix—A. E. Grauer, Public Health (Mimeo 
graphed). 


humanitarian reasons, to improve the health of the 
population there will be an increase in public health 
expenditures since the people who require attention 
are likely to be people who cannot afford it. In 
addition, it must be recognized that the public 
welfare expenditures, including both disease pre- 
ventive services and institutions of several provinces 
are materially below the standards which are 
generally believed necessary and were formerly 
maintained. The general effects which an increase 
in expenditures of this nature are likely to have 
on the public finance situation are discussed in the 
following pages on relief. Certain increases in 
expenditure would appear likely simply because of 
the increased scientific knowledge we now possess, 


and the greater facilities in modern communities _ 


to provide for improved health services. Quite 
apart from humanitarian considerations, well 
directed expenditures on these services (and our 
knowledge and ability to direct these expenditures 
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are developing rapidly) should prove directly 
remunerative to the whole community. 


Relef—The various factors which have been 
responsible for the rise of the Canadian unem- 
ployment and relief problem have been developed 
at length in the previous chapters, and the present 
situation is discussed in the section dealing with 
the Commission’s recommendations on the alloca- 
tion of jurisdiction in social services. It is only 
necessary here to note the relation of these new 
expenditures to total government expenditures and 
their distribution. 

From a negligible amount before 1930 (which 
is not shown separately in the Commission’s 
summary of accounts since it was included with 
municipal poor relief under the classification of 
public welfare) relief expenditures (including relief 
works charged to capital account) rose to $165 
million in 1937. A brief summary of these is given 
below :— 


TasBLe 83.—ToTaL RELIEF EXPENDITURES (INCLUDING RELIEF Works CHARGED To CapitaL ACCOUNT) 
(Millions of Dollars ) 


Oa 1930 


1931 1932 1933 1934 1935 1936 1937 


ee ee ee ee ee ee ee eee 


A. Through provincial-municipal agencies— 
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B. Dominion expenditures through own agencies.............. 


34 34 28 43 41 52 55 
42 37 39 74 70 59 79 
16 21 23 23 24 23 18 
92 92 90 141 134 134 152 
5 3 8 17 39 26 13 
97 95 98 158 173 160 165 ° 
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The grand total expenditure on relief, on all counts, during the 1930 decade may be put at approximately $1 billion. 


Taking current account expenditures only, relief 
and other public welfare each accounted for one- 
eighth of the grand total of all Canadian govern- 
ment expenditures in 1987. These consequently 
provide transfer payments and a redistribution 
of income on a hitherto unprecedented scale in 
Canada. To an important extent the increased 
relief expenditures represent assumption by the 
state of responsibilities formerly borne by relatives 
—relatives who now cannot or, if given an alter- 
native, will not bear them; to a minor extent they 
represent assumption by the state of responsibilities 
formerly borne by private charity; to some extent 
they are either an alternative or a supplement to 
very low paid labour, and in the latter case a form 
of subsidy to some employers. But in spite of 


individual abuses which have occurred, and the 
8335—14 


unpredictable social and political effects of the 
major shift of responsibility for economic security 
from the individual and his family to the state 
which has occurred in the last decade, existing 
relief scales are rarely adequate to achieve their 
objective efficiently, i.e., to maintain the unem- 
ployed workers in a physically fit condition, and 
to ensure that their children are properly brought 
up. To some extent this is due to the lingering 
tradition that the individual should be responsible, 
in part at least, for his own welfare and that of 
his dependents; to some extent to the general 
practice of basing relief allowances on former poor 
relief standards, which were calculated with the 
object of maintaining non-workers alive, rather 
than of maintaining unemployed workers in good 
condition; to some extent to the fact that in the 
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early years of the depression many of the unem- 
ployed had certain reserves of their own—some 
savings, clothing and household goods, reasonably 
good health, etc.; and to some extent to the 
financial pressure on governments. Certain groups 
of the unemployed such as the transient and 
migratory labourers, and those who lived in areas 
where the local finances were in particularly bad 
condition, were worse off than the average, for no 
fault. of their own, and suffered disproportionately 
and inequitably. Consequently, it is only realistic to 
assume that once the state accepts the responsi- 
bility of maintaining its unemployed under con- 
ditions which will keep them from becoming 
unemployable the cost will be higher than it has 
been in the past. (It must also be assumed that 
statutory minimum wages will be sufficiently above 
the relief scales to provide an incentive for work). 
On the other hand, it may be argued that the total 
cost in this case would be less than the present 
direct and indirect economic costs, to say nothing 
of the human values involved. Furthermore, 
organization of relief on a business-like basis would 
prevent many abuses and check many wastes which 
occur today. 


The assumptions underlying this discussion are 
that unemployment, of some degree, is likely to 
be a permanent factor, and that the primary 
responsibility for maintaining the unemployed has 
become that of the state. Our economic analysis 
would suggest that the former assumption is now 
a probability, and, except under very unusual 
circumstances, a virtual certainty. The latter 
assumption, although representing a complete 
reversal of an earlier North American philosophy 
to which lip-service is still widely paid, has become, 
as a result of underlying economic changes, almost 
unconsciously but inevitably the ruling view. 
Given these premises the most important problem 
for the Commission is to determine how the 
responsibility can be most efficiently and equitably 
met. This problem will, however, be reserved for 
Book Ii. 

The problem of large transfers of this nature, 
for which no immediate service is provided, is a 
new one in the Canadian public finance system, 
and because of the huge volume of the transfers 
(equal to total governmental expenditures in 1913) 
it is an extremely important one. Because of the 
breakdown of the accepted jurisdictional division 
of responsibility it has not been possible even to 
work out an efficient administrative technique to 
handle the problem. Even less has an approach 
been made to an understanding of the economic 


factors involved, and to exploration of constructive 
policies and preventive measures, through co- 
ordination of relief policy with banking and 
exchange policies, public works, deficit financing 
and taxation policies, and commercial and indus- 
trial policies. Of particular importance for our 
immediate purpose, no thorough studies have been 
made of the effect of the great increases in transfer 
payments on the size and distribution of the 
national income and of the appropriate tax 
structure in relation to the new forms of ex- 
penditure which have been assumed. Never- 
theless, there is an important relationship; it 
is clear, for example, that, once government has 
undertaken to provide a fixed minimum subsistence 
for a section of the population, there is substantial 
waste in imposing taxation—usually indirect taxa- 
tion which requires the consumer to pay more than 
the government receives—on the same section of 
the population at the same time. 

Social service transfer payments, and relief in 
particular, have been popularly singled out as the 
most significant public finance developments of the 
period. To critics of the philosophy underlying 
them they are a growing evil, to be tolerated in 
emergencies only in preference to the greater 
disaster of revolution; to supporters they are a 
means of achieving a new measure of economic 
security, greater justice, and greater happiness for 
the population as a whole; to governments they 
present new problems of fiscal as well as social 
policy, and a challenge that both the expenditures 
themselves and the accompanying taxation should 
be as efficiently and equitably organized as possible. 
Under the present division of jurisdiction and 
taxation powers in Canada, whose drafters could 
not, of course, foresee the development of this type 
of expenditure with all its corollaries, no effective 
approach by governments has been made to such 
a goal. 

2. GOVERNMENT REVENUES 


The revenues of Canadian governments are 


summarized for the approximate calendar year 1937 — 
It is extremely difficult to — 


in the following table. 
make a simple and realistic taxation classification. 


Neither the accounting division of itemized “tax” — 


and “non-tax” revenues, nor the constitutional 


division of “direct” and “indirect” taxes has any 


particular significance or utility for economic 
description and analysis. Both these classifica- 


tions have necessarily been developed, in great and — 


precise detail, as useful tools for certain specific 
but limited purposes, and have, in their respective 
connections, acquired a pseudo-scientific weight. 
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TaBLE 84.—Revenvues or ALL GOVERNMENTS, 1937 
(Millions of Dollars ) 


—_——eeeeSSSSSSSSSSSSSSSSSSSSSS 


————$—— a 


Group I— 
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464 244 309 995 
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® After elimination of double counting. 


) Provincial subsidies to municipalities have been deducted from offsetting expenditures. 


In Canada the distinction between “tax” and 
“non-tax” revenue is largely the reflection of the 
evolution of the technique of taxation which has 
been made necessary by the increasing complexity 
of the economy, constitutional difficulties, and the 
growing demands of government. When govern- 
ments collected and spent a relatively small 
proportion of the national income, and when 
incomes were more evenly distributed, a revenue 
system of flat-rate licences, royalties, and taxation 
which approximated a per capita levy, was admin- 
istratively the most simple; and it was adequate 
for its purposes without causing serious inequities 
or distress. But as more and more of the national 
income came to be collected and spent by govern- 
ments such arbitrary methods of raising revenue 
became increasingly impracticable and inequitable. 
It became necessary to develop taxation systems 
which were more delicately adjusted to capacity 
to pay;—at first crude measurement of gross 


income was sufficient, but as government demands 
Ba5— 14h 


increased in successive waves, refined measurement 
of net income became necessary. Whether the 
particular method employed was a graduated 
“licence” or a “tax” was simply an accident of 
historical nomenclature. Today a substratum of 
“non-tax” revenues, which are really specific taxes 
on selected objects, exists, but it has become an 
integral (although minor) part of the whole tax 
system. (Some “non-tax” revenues are in quite 
different categories. Fines, sales of services and 
commodities at cost, and interest earnings are not 
properly part of the public finance system at all, 
and should be netted against the corresponding 
expenditures. Trading profits, such as derived 
from provincial Liquor Commissions, are, however, 
highly developed forms of taxation from which the 
Government derives a combination in indeterminate 
proportions of a tax, based on capacity to pay and 
ease of collection, a fine based on the contemporary 
standard of moral values, and a business profit or 
loss based on the efficiency and judgment of the 
government enterprise.) 
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Originally, “direct” and “indirect” taxation were 
useful economic concepts. Incorporated in the 
British North America Act the terms became 
subject to interminable legal and political con- 
troversy. The courts were compelled to work out 
a definition which was broadly applicable in a 
formal way. In doing so they cited John Stuart 
Mill’s definition as an authority, and developed it 
in meticulous detail. Today the “direct” and 
“indirect” taxation terms apply only to what the 
courts have held to be intra vires or ultra vires 
provincial jurisdiction. 

In the foregoing table Canadian government 
revenues are listed in three groups. This listing 
is not a classification, for reasons which will be 
noted, but it may serve to bring out some of the 
distinctive features of the Canadian revenue 
system. hy 

Group I consists of taxes on specific commodities 
paid, normally, by the consumers of these com- 
modities. Group II consists of business and 
property taxes, which fall to some extent on 
ultimate consumers, to some extent on monopoly 
and scarcity-value rentals, to some extent on 
entrepreneurial net income, and in some instances 
on entrepreneurial capital.19 Group III contains 
the nominally “progressive” taxes—personal income 
taxes and succession duties. 


Group I—Consumption Taxes—Some of the 
limitations of this grouping should be noted. The 
first group which we may call consumption taxes, 
are in general regressive, yet individual consump- 
tion taxes may contain important elements of 
progressivity.t11. An obvious example of the latter 
case is the very high rate of taxation on certain 
selected luxuries, such as fine wines and liquors, 
which are presumably purchased chiefly by the 
wealthier classes. Even the general sales tax 
contains some element of progressivity as a result 
of the exemption of a number of necessities, 
although the exemptions are such that the 
incidence of the 8 per cent sales tax varies 
more between occupational groups—e.g., farmers 
and clerks—than between most income groups. 
Although there are modifications in the regressivity 
of consumption taxes made by special luxury 

10 Property taxes (including interest on tax arrears) have 
been divided between Group I and Group II on the basis of the 
division of property assessments between land and_ buildings. 
The latter is estimated (complete figures are not available) as 44 
per cent for buildings and 56 per cent for land. Taxes on build- 
ings are treated for this purpose as consumption taxes; taxes on 


land as business taxes falling on monopoly and scarcity value 
rentals. 


11 A regressive tax is one which takes a larger percentage 
of a low income than of a high one; a progressive tax takes a 
larger percentage of a high income than of a low one; a pro- 
portionate tax takes the same percentage of all incomes. 


taxation and the provision of exemptions on 
certain necessities, it must be remembered that 
these modifications apply only to expenditures 
on commodities. Expenditures on services and 
savings, which become increasingly important as 
income mounts, operate to reduce the proportion 
of consumption taxation to the total incomes of 
wealthier classes, although the proportion to certain 
categories of expenditures may increase. 


In the lower income groups the 8 per cent sales 
tax may be estimated as taking from 34 per cent 
to 54 per cent of income, depending on the distri- 
bution of consumption. This is a very much 
higher proportion than taken by this particular 
form of taxation in other countries, but on the 
other hand, it is important and relevant to note 
that most other countries employ some form of 
payroll tax to finance at least part of their social * 
service expenditures while Canada does not. It 
would not be strictly accurate to compare the sales 
tax with social service premiums and there is, of 
course, no relation whatever between the taxes paid 
and the benefits received by the individual. From 
the public finance point of view, however, it does 
extract about as much revenue from roughly the 
same class (in proportion to the taxpayers’ incomes, 
and in proportion to social service expenditures) as 
social service premiums do in other countries—a — 
fact which becomes of great importance when ~ 
consideration is being given to the introduction of 
social insurance schemes. It would seem necessary 
to look on the sales tax at its present level as an 
alternative (and possibly an undesirable one) to 
social insurance premiums and not as a quite 
separate and independent revenue measure. It — 
automatically provides for complete coverage 
(except in the cases of specified exemptions) and is” 
relatively simple to collect, but has the serious flaw — 
that consumers are required to pay more than the © 
government receives, the difference representing — 
the necessary mark-up in prices to provide for the 
higher overhead costs per unit on a smaller volume 
of business. It is impossible to segregate and 
earmark the amounts paid by low income groups. _ 

It is not surprising that consumption habits will — 
influence the amount of consumption taxation 
payable, but the extent of variation is notable. — 
Individuals whose tastes run to beer, cigarettes, 
and movies (or to champagne, cigars, imported 
tweeds and super-charged cars), will pay propor- 
tionately several times as much in consumption 
taxation as abstemious citizens. Such comparisons — 
illustrate the inevitable use of the powerful instru- — 
ment of taxation for economic, social, and even 


moral, as well as fiscal, objectives. Certain contra- 
dictions and clashes which arise in this process are 
important from the fiscal point of view. To the 
extent to which taxation is successfully used, for 
alleged moral or economic reasons (e.g., as a punitive 
deterrent to drinking whiskey, importing foreign 
goods, going to horse races, or accumulating large 
fortunes) it fails to raise revenue. When non-fiscal 
criteria become of dominant importance in shaping 
taxation policy, not only are new complexities and 
inequities introduced, but unexpected strains are 
thrown on other parts of the system. The out- 
standing example, of course, is the customs tariff 
which, to the extent it becomes protective, ceases 
to be revenue producing. Similarly, tobacco and 
liquor taxes (which in Canada yield considerably 
more than all personal income taxes) are frequently 
footballs of conflicting policies. Of less clear but 
possibly greater economic importance may be the 
effect of very steeply graduated income and succes- 
sion duty rates, which have been established at 
penalty rates on very high incomes and large 
inheritances for other than purely fiscal reasons. 


Group II—Business Taxes—The business and 
property taxes listed in Group II not only possess 
highly diverse characteristics at any one time, but 
frequently alter in kind at different stages of the 
business cycle. Normally, a substantial portion of 
these taxes—say property taxes, public domain 
revenues, and perhaps one-third of corporation 
taxes—may be considered a levy on the rental 
values arising from scarcity of land and other 
resources. As long as business conditions are such 
as to justify the existing capitalization of these 
resources such taxes are not burdens on costs, but 
simply the transfer to society of the increase in 


incomes which has been created in large part by 


the development and expenditures of organized 


society. But if the earning power, and therefore 
_the rental value, of these resources decline without 
a corresponding fall in taxation these taxes become 


i 


a capital levy. Some of the business taxes (i.e., 


the fixed taxes on corporations) are normally con- 


sumption taxes, but, as in the case of other 


i 
4 


)\ 
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' tion net income. 
shareholders, such a tax (which is not permitted 


i 
| 
i 


consumption taxes, under some conditions and for 


relatively short periods of time they may be 
absorbed by the producer. The remaining portion 
of corporation taxes are flat-rate levies on corpora- 
As this income belongs to the 


as a deduction from the income tax of the indi- 


\ 
\ 


vidual shareholder) is both discriminatory between 


_ different classes of assets (e.g., as between bonds 
_and stocks) and, according to the principles of 
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progressive income tax rates adopted in personal 
income taxation schedules, inequitable as between 
different income levels. On the other hand, it may 


, be argued that this special levy is discounted in 


the market price of corporate securities, and that 
people who have purchased corporation securities 
under the existing tax rates suffer no relative 
disability. The special taxation on corporate 
profits may, however, have a significant effect on 
investment, and from the point of view of the indi- 
vidual investor may be sufficient to tilt the balance 
in favour of hoarding or bond investment as com- 
pared with investment in equities, or to influence 
a company promoter to bond his company to the 
limit rather than to finance by common stock. 

It is unfortunate that the taxes in this group 
cannot be more precisely classified. Virtually their 
only common characteristic is that they are levies 
imposed at some intermediate point in the 
production-consumption cycle and are peculiarly 
subject to shifts in incidence as general business 
conditions change. Some of these shifts are on 
occasion highly inequitable and have disastrous 
economic effects (e.g., the shift in property taxa- 
tion during a period of falling land values from a 
levy on socially created surpluses to one on 
capital). It is perhaps this group which should 
be particularly subject to constant review in 
framing the most desirable tax policy, and in which 
indiscriminate increases during periods of depres- 
sion are likely to have the most harmful general 
effects. We have noted, however, that the existing 
constitutional straitjacket has virtually forced 
provincial governments into arbitrary increases of 
substantial amount in this form of taxation in 
recent. years. 


Group II1I—Progressive Taxes.—Personal income 
taxes and succession duties in Group III are (with 
the exception of straight proportional levies such 
as the special Income Tax in Manitoba), progres- 
sive taxes falling on surpluses (i.e., income in 
excess of that necessary for subsistence), and can- 
not, with very few exceptions, be shifted. It is 
only in this group that the final incidence of 
taxation can be exactly determined and delicately 
adjusted (presumably a sine qua non of equitable 
and efficient taxation), but it must be noted that 
the exemptions provided and the rate of progres- 
sion are frequently determined by non-fiscal and 
non-economic influences and political pressures. 
Too little is known at present of the ultimate 
economic effects of different rate-curves and 
changes in these taxes to set up any objective 
economic criteria, and the need for planned 
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research as a guide to Treasury policy is evident. 
The tremendous importance of these forms of 
taxation as instruments of social as well as fiscal 
policy makes it impossible to eliminate what may 
frequently be conflicting influences, but much 
would be gained by distinguishing and setting out 
the various factors as clearly as possible. 


Characteristics of the Canadian Tax System.— 
The fact that more than half the total govern- 
mental revenues and expenditures are local and 
provincial makes it difficult and somewhat 
unrealistic to discuss as a whole, as if Canada 
were a unit, the incidence of the Canadian taxation 
system, the services provided by government, and 
the resulting transfers of income. However, com- 
plex and occasionally confused and conflicting as 
the Canadian tax structure is, there are some 
outstanding characteristics. 

The system as a whole, as compared with that 
in other countries, is highly regressive, with the 
qualification that it is very steeply progressive in 
the higher income groups. As consumption taxes 
make up nearly 60 per cent of total government 
revenues (which in turn, it will be remembered, 
equal some 30 per cent of the national income), 
and as various forms of business taxes make up 
another 30 per cent, only 10 per cent of total 
government revenues are in forms to which any 
scientific principles of progressivity can be applied 
in order to redress the regressivity inherent in the 
heavy Canadian consumption taxes. Further, 
three-quarters of this 10 per cent comes from 
personal incomes of more than $10,000 and 
proportionately large estates and 35 per cent from 
the $50,000 a year group and over; the Dominion 
income tax on very large incomes is one of the 
highest in the world, and the combined Dominion- 
provincial tax in the four Western Provinces 
is perhaps the highest. When the combined 
Dominion-provincial income tax reaches such 
figures as 105 per cent of the total income (as in 
Alberta, for example, on an income of $1 million), 
the principle of progressivity has been carried to 
a fantastic extreme. Between the very wealthy 
man who is carrying one of the heaviest income 
tax loads in the world, and the very poor man 
who is carrying one of the heaviest consumption 
tax loads in the world is the large middle income 
group which escapes relatively lightly. It is 
primarily by adjustment of the income tax curve 
of progressivity that this trough in the curve of 
progressivity in the tax system as a whole can be 
removed, and the extreme impositions at each end 
of the curve modified. The present situation 


appears inequitable, although it must be admitted 
that it is impossible to define “equity” in this 
instance in absolute terms. Equity as between 
income classes is basically a matter of social 
philosophy, and it must be left to the political 
crystallization of the prevalent philosophy to 
determine, for example, whether taxation should be 
progressive, and if so, at what rate.12 

But in this connection it is important to note 
the obstacles to the use of the income tax as an 
instrument of either social philosophy or efficient 
fiscal practice which are presented by the existing 
division of tax powers and the joint occupation of 
the field by the Dominion, provincial, and even 
municipal governments. In Book II13 a table is 
given showing the amount of income tax payable 
by residents of each province on incomes of $3,000, 
$10,000, and $100,000. On the last incomel4 the 
tax payable to Dominion and provincial (or 
municipal) governments varies from 33 per cent 
of the total income in Nova Scotia (Halifax) 
and Quebec (Quebec City) to 58 per cent in 
Saskatchewan (Regina). In addition to such sub- 
stantial differences between the amount payable, 
there are major differences in exemptions and in 
determination of taxable income in different juris- 
dictions.15 Quite apart from considerations of the 
apparent inequity of these variations is the fact 
that the joint occupation of the field makes it 
mechanically impossible to develop an income tax 
which will, in itself, apply to different income 
groups in what is currently considered an equitable 
manner, and which can be adjusted to the desired 
degree of progressivity of the tax system as a whole. 

Another outstanding characteristic of the Cana- 
dian tax structure is the high proportion of 
taxation on costs, as contrasted with the low 
proportion of taxation on surpluses and net incomes, 
and the amount of taxation of a character which 
is likely to be shifted from surpluses to capital or 
costs in times of depression. Taxation which falls 
directly on business enterprises, as such; taxation 
which is based on an arbitrary capitalization of 
income which does not, in fact, materialize; taxa- 
tion which increases the costs of living at a 
subsistence level, and which consequently either 
increases wage costs and the costs of operation of 
farmers and other individual entrepreneurs in the 
"22 Bee Book II, Sec. B., Chap. VIII, for a discussion of equity 
and efficiency in taxation. 

18 Section B, Chap. III, p. 111. 

14 Prior to the September 1939 increase of 20 per cent in 
Dominion rates. 

15See Book II, p. 158, for illustration of effect of double 
taxation of income in estern Provinces as compared with 


Ontario practice which exempts Dominion tax paid from the 
provincia] definition of taxable income. 


long run, or forces living standards of large portions 
of the population below the minimum desirable 
level ;—all these are taxes on costs. The alterna- 
tive is taxation designed to fall on the income of 
individuals which is in excess of that necessary 
for subsistence. This brings up the whole problem 
of the “efficiency” of the present tax system. 
“Efficiency” in its most narrow sense might be 
interpreted as economy in collecting the existing 
taxes. In a broader, and far more important, 
sense it is skill- in collecting a given amount of 
revenue with the least possible burden on the 
national income. In both senses the Canadian 
taxation system fails. Duplicate taxation machinery, 
inadequate and divided jurisdiction (involving 
cumbersome and expensive devices to do indirectly 
what the constitution prevents from being done 
directly), and lack of uniformity, all contribute to 
unnecessary expense and reduced returns. Of 
immensely greater concern, the lack of co-ordina- 
tion in tax policies, and the almost uniquely high 
proportion of the Canadian taxation burden on 
costs rather than on profits, reduce the Canadian 
national income seriously. The national income is 
depressed in both a positive way, through restric- 
tion of marginal investment, production, and 
employment, and in a negative way through 
obstruction of the use of fiscal policy as a 
stimulant. These are criticisms partly of general 
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taxation policy, and partly of the current working 
division of taxation powers between the different 
levels of government. To what extent the latter 
is significant will be examined in more detail. 


3. FEDERAL Division or REVENUES AND 
EXPENDITURES 


It seems generally accepted that it was the 
intention of the Fathers of Confederation, and 
indeed the only basis on which the Dominion 
could be built, that the central government should 
possess the revenues and carry the expenditures 
which were national in scope, while to the provy- 
inces and municipalities should fall the revenues 
and expenditures of provincial or local nature. 
The difficulties lie in translating at any given time 
these general principles into terms of specific taxes 
and responsibilities, and, when the appropriate 
revenues and expenditures fail to balance, in 
providing for adjustments, without infringing on 
the autonomy of each government in its proper 
sphere. As our historical review has developed, 
an additional difficulty has been the changes in the 
character of many governmental responsibilities 
and revenues as the economy evolved, and as 
governmental activity and the public finance 
system expanded. 


TasLe 85.—Dyrvision OF GOVERNMENT EXXPENDITURES BETWEEN THE DOMINION, PROVINCES AND MUNICIPALITIES, 


1937 


Share of each Government in 
Total Expenditures 


Percentage Distribution of each 
Government’s Expenditures 


Dom Prov Mun. Total | Dom. Prov Mun. Total 
1. Primary Functions®— 
National defence, military pensions and aftercare......... 100 — — 100 23 — — 11 
Legislation, administration justice and miscellaneous...... 31 25 44 100 12 18 28 18 
PM OGD. ai phsia! o's edad Givi dots 40 3.40 Boe bya gia 57 16 27 100 35 18 28 29 
SR CMIGHRIOILYS Boe Gates | Sins Fy Glo Cael ale vice 8 whic sias die ewimins _ 28 72 100 — 13 32 12 
3. Development and Transportation®.,.............+eeeee0+: 56 28 16 100 35 32 17 30 
4. Public Welfare— 
CCM ee Ped ey de setcinis ¢ cats aghin'dic Skip Giam e's Sage cae we 54 33 13 100 17 19 ff 15 
OE ee eR hee es Cys a sls el o ele o's, nib o-8'e pte 28) 37 35 100 9 18 16 14 
BPSUDEIGICS 10 ETOVINCES sci i clelc cas se eg ceise cee ceed ee ee cae — — — — 4 — = — 
RAE OEOUCUATEONO yg ccc aes aliens spac sess gongs > (62) (19) (20) (100) (35) (20) (20) (27) 
1 Re! EA EE RRA ee tas a Ago acs 48 @) 26 28 100 100 100 100 100 


® Including debt charges. 

) Excluding $8-9 million to maintain annuities reserve. 
(cs) Already included in previous items. 

@Jncluding subsidies to provinces. 
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In 1937 nearly one-half of all public expenditures 
was made by the Dominion Government. Almost 
60 per cent of the total federal outlay is in connec- 
tion with national defence, the provision and main- 
tenance of railway and waterway facilities, and 
development, all of which are essential national 
functions for which the Dominion was established. 
Another 12 per cent of Dominion expenditures is 
devoted to legislation, justice, and general adminis- 
tration, 4 per cent goes to unconditional provincial 
subsidies; and the remainder, 26 per cent covers 
relief and other public welfare. With the excep- 
tion of the latter there are no noteworthy 
departures from the original conception of the 
purposes of the Dominion. Public welfare has 
been generally regarded as the primary responsi- 
bility of the provinces and municipalities. In the 
preceding chapters we have described how, under 
the pressure of circumstances, the Dominion was 
obliged to take over an increasing share of public 
welfare and relief costs. The manner in which the 
Dominion has assumed some of the financial 
obligations for these services, however, constitutes 
one of the weakest features of the Canadian public 
finance system. Although the Dominion pays for 
44 per cent of all public welfare costs (75 per cent 


of old age pensions and 54 per cent of relief) it 
has very little control over the outlay of its funds 
or over general policy since the expenditure of the 
money and administration remain with the prov- 
inces and the municipalities. 


The provinces and municipalities each take care 
of slightly more than one-fourth of the total costs 
of government. They provide nearly 70 per cent 
of the total outlay on the primary legislative, regu- 
lative, protective and administrative functions. 
Almost three-fourths of the total cost of education 
is dependent upon the highly decentralized revenue 
sources of the municipalities; the remaining 28 per 
cent is obtained from the somewhat broader sources 
of the provinces. Prior to 1914 by far the greater 
part of the burden of transportation and develop- 
ment was carried by the Dominion. With the 
coming of the motor car and the decline in the 
rate of national expansion, a rapidly growing 
portion of these responsibilities fell upon the 
provinces. At the present time highways, streets, 
outlays borne by the provinces and municipalities 
to support local industries and to encourage the 
exploitation of provincial resources, constitute 44 
per cent of the total government expenditures on 
transportation and development. However, the 
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Share of each Government in 


Percentage Distribution of each 


Total Revenues Government’s Revenues 


Dom 
Group I (Chiefly Consumption Taxes)— 
CGUORISTCORCHENOL) 23,00 aude dracon Gomead oot nat ere ch eee anc 100 
EIXCIGEH EX MOUOI ete caches cea cM te a st Deen oe tere tice: 100 
Mo nUTACKUIPEr st AXES: |. ci csuto/ de eaten era roresaierontiseic ita od 100 
SES MANES ee Maar Rte wack ces eee ere Tyee iors tern nea oe 96 
TAGuor. axes ANG PTONGS.c0: «ac sry dace ae Bis nee ae eee 47 
Gasoline Taxes tana seis sesicime nici ce marek meL hea tea: — 
Automobile Micences'y te ee: oaks ene Oe einiee ke cree ie 7 — 
Property, Taxes on bnprovements. . 0.6.6.0 5 cai os dee egies — 
Miscellaneous, Taxes and Receipts............+..0ece0e: 37 
58 
Group II (Chiefly Taxes on Business and Scarcity Values)— 
Corporation Taxes i) fae ale os Ree | IRR eae el ae 68 
Company Fees licences: etcc. vis ere eee eee 11 
PublietDonmain snes shen Nadie cg rn asw ee rey nh: Ais ened 10 
Business: Property Tages’ aij: Cai cei io Weceae Kod eget — 
Property. Paxesionghiealbistaten erties ic cieic se ciecimenee — 
25 
‘Group III (Progressive Taxes)— 
Personal: Incomes Taxes sacs staat tee nee he eee 79 
Succession Dutiess san aeccneee sae ee ee re a are — 
50 
Dominion Subsidies to Provinces? 4.0.05 4 eee eee ees — 
Totals csc0uig @ «waa h eerie tags tem es utc orate 47 


Prov Mun Total Dom Prov Mun Total 
— — 100 23 — = 11 
— — 100 7 — —_ 3 
— — 100 4 — — 2 

1 3 100 30 1 1 14 
53 —- 100 6 1p. — 6 
100 — 100 — 16 — 4 
100 — 100 a mn — 3 
3 97 100 — 1 36 12 
16 46 100 4 4 7 4 
18 24 100 74 45 44 59 
Bye — 100 15 14 — 11 
39 50 100 — 3 3 Z 
90 —- 100 — 9 — 2 
_— 100 100 — — 5 1 
De 98 100 — 1 47 15 
21 54 100 15 Par 55 31 
18 a} 100 11 5 1 6 
100 — 100 a 15 a 4 
48 2 100 11 20 1 10 
Pale Petes at Aue 8 ay pes 
22 31 100 100 100 100 100 


greatest increase in public responsibilities has 
occurred in the field of public welfare which has 
grown from virtual insignificance to where it 
absorbs almost 30 per cent of the total government 
expenditures. Although the provinces and munici- 
palities are now receiving substantial financial aid 
from the Dominion for these services, they are still 
paying more than half the total cost. 

The economic and social changes within the 
framework of the Canadian constitution have raised 
the provinces and the municipalities to a very 
important position in the public finance system—a 
position which they cannot efficiently occupy on 
the basis of their necessarily limited revenue sources. 
This situation is especially aggravated by the 
increasing load of deadweight debt, the interest 
charges on which now comprise one-fifth the aggre- 
gate municipal-provincial expenditures. 

Reviewing the present division of revenues and 
responsibilities between the different levels of gov- 
ernment, it is clear that certain taxes and functions 
are pre-eminently either national or local in nature, 
but that there are many which cannot be so simply 
and satisfactorily classified. Of Dominion revenues, 
customs and excise duties are not only essentially 
central government taxes, but they are the very 
essence of a central government. This is so generally 
recognized that it does not require development, 
other than to note the possibility of departing from 
the principle and thwarting the intention of this 
fundamental allocation of powers by devising pro- 
tective forms of local taxation and expenditure. 

Our historical and economic review has shown the 
extent to which Dominion tariff policy, Dominion 
railway policy, and other necessarily associated 
national policies have built up an interdependent 
economy. The whole nature of economic activity 
and structure of private enterprise in Canada have 
been moulded by these national policies, and, of 
particular concern to public finance policy, the 
localization of net income from national enterprises 
has been largely determined by them. Certain 
public finance implications follow as a natural 
consequence. 

The Dominion, by its large-scale intervention in 
the economic life of the country, and as a corollary 
of its conscious policies of selected stimuli, protec- 
tion, and control, has unconsciously committed itself 
to many responsibilities for the maintenance of 
economic welfare. On the other hand, it has 
created a claim for itself to tax whatever surplus 
incomes and fortunes are accumulated within the 
framework of its policies. 
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These implications, as noted in our historical 
section, have not been generally recognized, and 
a fortuitous sequence of events concealed the 
necessity for recognizing them until recent years. 
We have noted how the Dominion, faced succes- 
sively with the emergencies of war, the financial 
débacle of its developmental program, and depres- 
sion, turned to an ad hoc and somewhat indiscrim- 
inate imposition of taxes throughout nearly the 
whole field, and how it also assumed, in a tentative, 
inefficient manner, some of the responsibility for 
developmental programs and unemployment and 
drought relief which overwhelmed the provincial 
and local governments. At no time has the 
situation been reviewed and realistically faced; as 
a result the Dominion system includes neither 
the direct responsibility for maintaining certain 
minimum standards of governmental services, nor 
the undisputed control of the chief instruments 
of taxation of national net income that one might 
expect as an essential corollary of its responsi- 
bilities, and of the type of economy which has 
developed under its guidance. Instead, the 
Dominion has added to its basic customs and excise 
revenue sources a uniquely high sales tax, heavy 
corporation taxation and a personal income tax 
that rises steeply in the upper brackets. 

As a result of this undirected growth the 
Dominion’s public finance system is open to 
criticism both for what it includes and what it 
omits. Its taxation system is not adjusted to the 
national net income and under the present division 
of revenue powers cannot be so adjusted. Even 
the personal income tax, producing 11 per cent of 
the Dominion revenue and 5 per cent of total 
provincial revenues, takes widely varying propor- 
tions of equal incomes from residents of different 
provinces. The corporate income tax (which prov- 
inces also impose to varying degrees) is a flat-rate 
levy regardless of the income of the corporate 
shareholder and owner, and as such violates our 
generally accepted canons of equitable taxation. 
The remaining Dominion taxes—three-quarters of 
the total—have no direct (although in cases they 
may have an indirect) relationship to net income, 
considered from either an income class or regional - 
point of view. 

The total revenues of provincial governments are 
about half those of the Dominion; total municipal 
revenues are about two-thirds those of the 
Dominion. But while municipal revenue is largely 
concentrated on real property taxation, provincial 
revenues come from widely diversified sources. Of 
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first importance to provincial governments are 
consumption taxes, chiefly automobile (including 
gasoline) and liquor levies, accounting for nearly 
half the provincial revenues before subsidies. Taxes 
on business (including public domain revenues, 
which are, broadly speaking, alternatives of funda- 
mentally the same character) make up a little more 
than a quarter of the total; taxes on income and 
inheritances, a little less than a quarter. The 
importance of the post-War development of 
provincial consumption taxes has been discussed in 
our historical review, but, although they now bulk 
largest in dollars and cents and have played a 
significant part in the shift in the balance of 
Dominion-provincial power, provincial business 
taxation, income taxation, and succession duties 
are perhaps of more particular concern for the 
present discussion. We have noted how the hard- 
pressed provinces branched out into new fields of 
taxation, and the cumbersome methods to which 
jurisdiction limitations compelled them to resort on 
occasion. Because of the very unequal distribution 
of corporate and entrepreneurial income and 
accumulated wealth throughout the country (partly 
as a result of the operation of national policies), 
this particular tax basis varies widely between 
provinces and has little relation to individual 
provincial responsibilities. It is in the employment 
of these forms of taxation that the greatest varia- 
tions exist between provinces (and, of course, the 
greatest variations in incidence on individuals); 
vigorous application of these taxes in Ontario 
during a period of business recovery yielded the 
province a handsome surplus; no conceivable vigour 
of application could meet the western situation; 
reluctance to increase these forms of taxes left 
Quebec, and to a lesser extent the Maritimes, 
unable to balance their budgets. 


4, PRovINCIAL FINANCES 


In the following review of the financial position 
of the individual provinces per capita figures of 
revenue and expenditure have been used in order 
to facilitate comparisons. These figures must be 
considered in relation to the provincial income and 
particularly to the taxable surplus income, and 
also to the amount of services supplied through 
community agencies rather than privately, and to 
other special circumstances which may make direct 
comparison between two provinces misleading. In 
order to give for each province as accurate and 
comprehensive a picture of the financial position as 
possible, provincial and municipal revenues and 
expenditures have been combined. This is partic- 
ularly necessary if comparisons are to be made 
between provinces, owing to the great variations in 
the division of responsibility for such functions as 
education, welfare, and highway maintenance. The 
proportion of the total cost of each of these services 
borne by the provincial government varies widely 
both as between provinces and in any one province 
as between periods. In all cases, although most 
notably in highway and relief expenditures, there 
has been a trend to assumption of an increasing 
share of the cost and increasing responsibility for 
administration by the provincial government. 

All revenues and expenditures need not be dis- 
cussed in the same detail in every province, and 
attention has been chiefly directed to those features 
which show significant variations between provinces 
and have a special bearing on Dominion-provincial 
relations and those which are of particular impor- 
tance to the individual provincial fiscal system and 
economy. The major functions of education and 
public welfare (other than relief) which account for 
35 per cent of provincial and municipal expendi- 
tures, are discussed together since they normally 
have similar characteristics. Relief expenditures 
in each province during recent years have been 
discussed in some detail in Chapter VI. 
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TaBLE 87.—REVENUES ON CuRRENT AccouNnT—Per Capita, 1937 


$ Per Capita 


eee a ee ee ee ee ee 


P.ELI 

FLOR E ERCELY SUNKEN Aor eee al ascl asian: we eee ¢ kee 4.43 
Gasoline Taxes and Motor Vehicle Licences..................- 4.45 
PUDNCOMOINGG La. wele isles ee lee ede felt ee levee te cdiaeks — 
OEE: eri PETA, a PRR aga tI, ok Wy: AE I ean OR 0.43 
Miscellaneous Taxes, Licences, Fees, etc..............22.e0005 3.14 

PR OURL NUE rere te lGLE eS 04 v'ee's eae a dy ere 12.45 
RSPR OR ee le UE alte ea geal a 6 wai nb nus 4,418 whe-ah ory anata —_ 
ROerratiet te AeCR CC ee Meee ee uk alk. Lid We Meee hie; 
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SUC eeIO MD IULIOR Ta et ein ete as a, ecsin)e sabe orn aiec aa rae 0.48 
Total Revenue from Provincial Sources..................05-- 15.07 
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Eee es ew tt ae hie sie wee cic veces see's cciadetn oi 22.13 


Provincial and Municipal Provincial Municipal 
Percentage 
iN bein $ Per Capita $ Per Capita 
Ree a PHM eee PAT ee PARTS eae 
22.60 20 45 1,13 0.53 3.30 22.07 
5.84 20 12 4.45 5.84 — —_— 
1.90 — 4 am 1.90 — — 
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6.85 14 15 1.36 1.64 1.78 5.20 
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0.57 — 1 — Lh Brg — 0.40 
3.06 8 1.77 3.06 _— _ 
1.24 2 0.37 1.07 _ 0.17 
3.22 2 0.48 3.22 —_ — 
 1B!07" 47.96 68 96 9.99 | 20.11 5.08 27.84 
1.91 32 4 7.06 1.91 — — 
92.13 49.87 100 100 | 17.05 | 22.02 5.08 27.84 


Revenue System 


Statistical comparisons between a unit with a 
total population of about one-tenth that of the 
Toronto metropolitan area and, say, the Province 
of Ontario are of little value or significance. For 
many purposes Prince Edward Island must be con- 
sidered quite separately. But if a comparison is to — 
be made with other provinces, the most striking 
feature of Prince Edward Island’s provincial and 
municipal revenue system is the relatively large 
amount derived from federal subsidies—more than 
three times the per capita average for all provinces. 
Total provincial and municipal revenues from 
within the Province, on the other hand, are only 
one-third as much as the per capita average for all 
provinces, and not one of the chief taxes or groups 
of taxes is up to the average. There are, of course, 
special circumstances which account for this and 
such a comparison in itself cannot be taken as 
evidence that Prince Edward Island is under- 
taxed. The subsistence nature of the economy, the 
low average net value of agricultural production, 
and the lack of urbanization are reflected in a total 
real property tax yield which is only one-fifth the 
Canadian per capita average. The Province’s 
lack of any public domain is responsible, of course, 


for the absence of revenue from that source, and 
the Provincial Government’s liquor control policy 
yields only a small fraction of the average receipts 
in other provinces. The absence of any notable 
concentration of corporate or personal income and 
wealth in the Island makes it impossible to secure 
a substantial yield from income taxes and succes- 
sion duties, although special inducements have 
been granted companies to incorporate within the 
jurisdiction of the Island Government. 


Not only is the revenue system affected by the 
lack of urban, industrial or individual concen- 
trations of wealth in the Island economy, but also 
by the relatively low average income (scarcely more 
than one-half the Canadian average) which leaves 
little margin available for general consumption 
taxation. In spite of the fact that Prince Edward 
Island is the most perfect geographical entity of 
any Canadian province, it does not form a satisfac- 
tory unit from the point of view of public finance, 
and particularly for raising revenue. The manifest 
inability of a small agricultural economy, possess- 
ing no taxable surplus, to raise revenues and to 
finance services on the same scale as in the rest of 
Canada was recognized from the first in the special 
debt allowance, and subsidy in lieu of land, pro- 
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vided when Prince Edward Island entered Con- 
federation. Much of Prince Edward Island’s 
financial history since then has been one of subsidy 
claims and adjustments, and special increases in 
1887, 1901, 1911, and 1935 maintained the subsidy 
as much the most important source of revenue. 


As a result of the relatively large proportion of 
the revenue provided by the fixed subsidy and of 
the small proportion derived from such normally 
fluctuating sources as public domain, liquor control 
and progressive taxation, the Island Government’s 
revenues are exceptionally stable but also inelastic. 


TABLE 88.—EXPENDITURES ON CURRENT ACCOUNT—PER Capita, 1937 


$ Per Capita 


Provincial and Municipal Provincial Municipal 
Percentage 
of Total $ Per Capita $ Per Capita 
Expenditure 
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Ezpenditures 


In keeping with the rigid and limited character 
of governmental] revenues, provincial and municipal 
governments have performed their functions with 
great frugality and economy. The small area and 
population of the Province have made it possible to 
dispense with an extensive municipal organization, 
but, on the other hand, there are certain basic 
essentials of provincial government which must 
be provided. Even when the overhead costs of 
these are kept at the possible minimum level they 
are uncontrollable and relatively high in relation to 
the small population. All the functions of govern- 
ment are provided for at substantially lower per 
capita costs than in other provinces, in part because 
these functions are much simpler in such a small 
unit, in part because smaller cash incomes can 
be paid in a community which largely lives on its 
own produce, and in part because the Government 
cannot afford to pay more. 


Debt charges have in the past been held at a 
relatively low figure (about one-third of the Cana- 
dian average per capita) because the Province has 
not had to provide expensive transportation and 
frontier developmental facilities.* But this position 
has been somewhat altered by the Province’s 
highway and relief work program in recent years, 
and net interest charges have more than doubled 
during the last decade. Borrowing has been done, 
however, at relatively advantageous rates, and the 
technical position of the provincial debt is excep- 
tionally strong. There are no bonds payable in 
other than Canadian currency now outstanding; 
maturities are evenly spaced; and the sinking fund 
is strong. 

Expenditures on education are some 40 per cent 
below the national average per capita and expendi- 
tures on public welfare (other than relief) 60 per 
cent less. It is true that a less varied and high 


*Tt may, however, be noted that the Province became bankrupt 
through railway expansion prior to its entry into Confederation. 


degree of specialization is necessary; that necessary 
physical plant is cheaper; that lower costs of living 
permit payment of lower salaries; and that family 
solidarity and a relatively high degree of self- 
sufficiency bear many burdens which are transferred 
to the state in other provinces, but in spite of all 
these factors, it is clear that standards are inade- 
quate and below the average in many cases. 

Direct relief expenditures have been kept to 
relatively negligible amounts, but the provincial 
government’s public works program has_ been 
carried out on a large scale and has been respon- 
sible for aggregate expenditures on relief, relief 
works and other public works equal to the same 
percentage of the provincial income as similar 
expenditures in Ontario. 

Transportation expenditures are closer to the 
national average than expenditures for most other 
services, and efforts to encourage the tourist trade 
may increase them. Expenditures on agriculture 
and development of other resources are low, in part 
owing to the lack of any provincial public domain, 
but this may be one of the fields in which enforced 
economy has been costly in view of the necessity of 
utilizing and co-ordinating the Island’s limited 
resources to the maximum possible advantage. 
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Summary 


With federal subsidies providing for approxi- 
mately one-third of total provincial-municipal ex- 
penditures, and with some reserve of taxation 
(although in view of the general economic position 
of the Island’s agricultural industry, no great 
reserve), it should be possible to maintain and 
gradually to improve services under the present 
system. Expenditures have been economically 
administered and the Island’s credit and prospects 
of financial stability are good. On the other hand, 
there is little prospect under the present system of 
the Island Government being able to raise sufficient 
taxation from the sources open to them to bring the 
standards of governmental services to real equality 
with those in the rest of the country. This is a 
factor of growing importance owing to the cessation 
of the emigration which formerly absorbed the 
Island’s natural increase of population. To provide 
for this population increase it would appear neces- 
sary either to foster some intensive domestic 
development, for which no economic base is at 
present evident, or to equip potential emigrants 
with at least as good training and education as 
possessed by other Canadians. 


Nova Scoria 


TABLE 89.—REVENUES ON CuRRENT AcCOUNT—PER Capita, 1937 
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Revenue System 


Nova Scotia’s revenues per capita are about two- 
thirds the Canadian average, provincial revenues 
being 85 per cent and municipal revenues only 60 
per cent of the average. The most striking features 
in comparison with most other provinces are the 
low returns from real property taxation, and the 
relatively high proportion of total revenues pro- 
vided by the federal subsidy. The long history of 
adverse economic conditions, the depletion of some 
of the best resources, the prevalence of small-scale 
subsistence industry, and the vulnerability of Nova 
Scotia’s specialized industries are responsible for 
the low taxable capacity. Government efforts to 
raise revenues without further reducing the pro- 
vincial income are particularly difficult since the 
normal method—progressive taxatlon—would not 
be productive on an important scale in Nova Scotia. 
As a second best choice Nova Scotia has turned to 
consumption taxation of selected commodities. 
Liquor and gasoline taxation make up 25 per cent 
of the total revenue as compared with 17 per cent 
in all provinces. Public domain revenues, of which 
the great bulk are coal royalties, are of rather 


special character since a large proportion of the 
production is made possible only through Dominion 
subsidies and protection. Consequently, the pro- 
vincial revenues from its public domain are in a 
sense paid by the Dominion Government. The 
revenue base is thus narrow and limited. Revenues 
from public domain must be related to the extent to 
which the Dominion is prepared to subsidize the 
mining industry. The gasoline tax rate is limited 
by the desire to attract tourists from the United 
States, although it should be noted that a high rate 
in Nova Scotia is less oppressive than in a province 
of much greater distances such as Saskatchewan. 
Liquor taxation, of course, is shared with the 
Dominion, and provincial revenues from that source 
will be affected by Dominion policy. Income tax 
and succession duty yields must inevitably be low 
unless relatively high taxation is imposed on quite 
small incomes. The marginal nature of the economy 
makes general consumption taxation, including 
property and sales taxes, undesirable. There is 
evidently great temptation to turn to corporation 
taxes and constant pressure to demand increased 
federal subsidies. 


TABLE 90.—EXPENDITURES ON CuRRENT AccOoUNT—PrrR Capita, 1937 


¢ Per Capita 


Provincial and Municipal Provincial Manicipal 
Percentage { ‘ 
‘f ef Paved $ Per Capita $ Per Capita 
NS) | NS ee NS lsc | eet 
Net: Debt Charges’. : acch ste. cies toe w meheres os cea ee «ale a sheresd 7.15 9.52 21 20 4.83 4.59 2.32 4.94 
Public Welfare— 

Other REL) obo | [Fae pte ee peta yee 
PUOGUCAUOD: eesti ea. Poot oe dues Cees Tile date ian tenes 7.78 9.78 23 20 2.37 2.89 5.41 6.89 
Agriculture and Public Domain.................0ccceeeceees 1.06 1.86 3 4 1.06 1.86 —~ _ 

TL TENSPOLLGUON Sy cc ce eck he Dlr ahe Lenten diy Waal a Stare els ata 4.65 §.03 14 10 3.75 2.27 0.90 2.75 
General Government and Miscellaneous..............---ec00: 5.66 9.80 17 20 2.01 3.77 3.65 6.03 
PESO LAL rt tse sais cialeisia v5 ote aie alec chs uidisteiy os ues MiMi ets woth aca es 33.75 | 48.70 100 100 |} 18.09} 23.29] 15.66 25.41 
Per Capita Provincial Income, $..............ceee eee cceeees 290 345 —_ _ _ _— — _ 
Per Capita Outstanding: Debt, $....... .j.085. 0). Suet ecisie sede oe 215 291 —_ — 172 177 44 115 
Percentage of Current Expenditure to Provincial Income....... 12 14 _ — 6 vf 5 7 
Percentage of Outstanding Debt to Provincial Income......... 74 84 — -— 59 51 15 33 


Expenditures 


Although the provincial government’s net debt 
charges are at the same per capita level as in other 
provinces (and a higher proportion of provincial 
government revenues), municipal charges are only 
half the per capita average, making the total debt 
burden approximately three-quarters of the Cana- 
dian average. (In 1937 provincial income was 84 
per cent of the Canadian per capita average.) Out- 


standing provincial debt doubled during the thirties, 


three-quarters of the increase being due to highway 
expenditures, and the balance to current deficits, 
including direct relief. The debt maturities are 
fairly evenly spaced up to 1952. Nearly half the 
debt is optionally payable in other than Canadian 
currency and is of relatively long-term and high- 
coupon rates. Recent borrowing at favourable 
rates has brought the average coupon rate below 
4 per cent, but no refunding of the major portion 
of the high coupon debt will be possible for some 
time. 

General government expenditures are less than 
60 per cent of the national per capita average, and 
detailed comparisons indicate very frugal adminis- 
tration. On the other hand, it has been argued 
that a better paid civil service would make for 
long-run economy. 


On education and public welfare (excluding relief) 
Nova Scotia is now spending proportionately more 
of total municipal-provincial revenues than other 
provinces, but still some 20 per cent less than the 
national per capita average. There has been notable 
improvement in these services since the granting of 
the Duncan and White Commissions’ awards, and 
to some extent the lower than average level of 
expenditure is justified by lower costs and does not 
indicate inferior standards. Nevertheless some of 
the needs are greater—the high proportion of the 
population in the older age groups, the presence of 
some specially destitute rural areas, and the neces- 
sity of maintaining mobility of population, and of 
equipping emigrants with competitive techniques, 
all create special demands. The full importance of 
altered circumstances and competitive conditions 
was perhaps not appreciated for some time owing 
to the reserve accumulated from Golden Age days of 
an initially well-equipped and administered educa- 
tional system. 
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The relief problem has been largely met in recent 
years by the provincial government’s relief works 
and highways programs, and by the Dominion gov- 
ernment’s assistance to the coal and steel industry. 
The provincial government found the depression a 
favourable time at which to modernize its highway 
system with the advantages of cheap money and of 
using labour which would otherwise have been 
unemployed. It was hoped that this program would 
strengthen the economy by attracting tourist trade 
and lowering transportation charges, but it is still 
too early to determine whether the investment will 
prove self-supporting and what the employment 
situation will be when the program is terminated. 

Transportation expenditures have absorbed a 
somewhat higher proportion of government revenues 
than average, but it is hoped that the new highway 
system will reduce maintenance costs. These ex- 
penditures afford a good example of the variation 
in provincial-municipal division of costs of various 
services throughout Canada. In Nova Scotia the 
provincial government supplies more than four- 
fifths of the total current expenditures on streets 
and roads; in the rest of Canada provincial govern- 
ments supply less than half. Expenditures on public 
domain are small and have been kept fairly con- 
stant. Expenditures on agriculture have increased 
but those on forests have fallen perhaps below the 
minimum necessary in a region where conservation 
and protection are imperative. 


Summary 


Nova Scotia’s provincial income reflects the long 
struggle of the region with serious economic disabili- 
ties. Therelatively low and variable cash proportion 
of the income, and the fact that an important 
amount of the surplus income and wealth is drained 
off to Central Canada impose limitations on the tax - 
system and at the same time create special demands 
for expenditures. The current effort to strengthen 
the economy by large scale capital expenditures has 
added substantial fixed charges, and the debt struc- 
ture is such that there is little prospect of reduction 
in existing charges through normal refunding opera- 
tions. Under the present system chronic pressure 
for increased federal. subsidies and provincial ser- 
vices of less than average standards would appear 
inevitable. 
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New Brunswick 


TaBLE 91.—REVENUES ON CURRENT ACCOUNT—PER Capita, 1937 


Provincial and Municipal 


$ Per Capita 


sa aes REY 


Provincial Municipal 


Percentage est 
of Total $ Per Capita $ Per Capital : 
Revenue 4 
| to |) A) 
22.60 31 45 0.26 0.53 9.85 22.07 
5.84 18 12 5.72 5.84 — — 
1.90 8 4 2.47 1.90 — — 
2.68 8 5 2.51 2.68 — 
6.85 16 15 0.55 1.64 4.82 5.20 
39.87 81 SEPM TOs 12250 | Pare, 27.27 
0.57 — 1 — Orty, — 0.40 
3.06 4 6 1.18 3.06 = — 
1.24 1 2 — 1.07 0.29 0.17 
3.22 3 6 0.90 3.22 —_ — 
47.96 89 96 | 13.59 | 20.11] 14.96 27.84 
1.91 11 4 3.56 1.91 — — 
49.87 100 100 | 17.15 | 22.02 | 14.96 27.84 


N.B 
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WoOrporationy Taxes easier. usec sree eM a EERE ES i ie seals 1.18 
Racome VL axed OU) P CNsONg acer e clteuc's 5 ays xe eva ele-cutee, 2 eur eis posing: 0.29 
DUC CORSON WOULIESe aechid w/Sepnvers ota ele sia Uda aithal elsheiaul elvis & igus dle b:+ 0.90 
Total Revenue from Provincial Sources................000005 28.55 
POG GTA PUI SI CLES citer) te. cs eke. wcoteaio yds Saipiie! bch inca li'gs «py ahleiy “ago, 8/ Ge 3.56 
LO DAU Aide tives skate AdiMe Miavasecahe lols anette’ ATM ots lab ete’ mek Bs 32.11 
Revenue System 
Total provincial-municipal revenues in New 


Brunswick are only two-thirds the national per 
capita average and, excluding Prince Edward 
Island, are the lowest in Canada. As in the other 
Maritime Provinces real property taxation is much 
below the average (in New Brunswick less than 
half the per capita average) and progressive tax- 
ation yields are negligible. Reliance has conse- 
quently been placed on selected consumption 
taxation (gasoline and liquor), public domain 
revenues, and on federal subsidies. The latter 
make up 11 per cent of total provincial-municipal 
revenues in New Brunswick as compared with the 
national average of 4 per cent. The nature of the 
provincial economy and of the provincial income 
(which is only 70 per cent of the national average) 
has been previously discussed in Chapter VII and 
accounts for the limited base of the revenue system. 
Where so many of the resources are marginal and 
so many of the incomes at bare subsistence levels, 
increased taxation on costs would submerge an 
important portion of the economy. In such a 
region there is little accumulated surplus wealth or 


surplus income. It is not clear, however, that the 
Province’s efforts to tax what surplus income does 
exist have been as vigorous as possible; the income 
tax has been left to municipalities and succession 
duty rates are on balance lower than the average. 
The municipal income tax (with the exception of 
the Saint John income surtax) is levied on a fre- 
quently arbitrary assessment at the local real 
property tax rate with exemptions varying accord- 
ing to local conditions. It has become in fact a 
combination of a small poll tax and a rough 
approximation of a property tax but even when 
combined with real property taxation the total 
yield is less than half the Canadian per capita 
average. It is in this deficiency that much of New 
Brunswick’s financial difficulty may le. Muni- 
cipalities cannot carry the same share of education, 
welfare and highway expenditures as they do in 
other provinces and the provincial government 
lacks the financial resources and tax basis to make 
good the difference. Nevertheless it is scarcely 
necessary to add that a doubling of real property 
taxation in New Brunswick is impracticable and 
even any substantial increase would require such a 
wholesale adjustment of rents and wages and lead 


to such an increased burden on the costs of many 
marginal enterprises that it would seriously damage 
provincial income and. taxable capacity. The 
public domain revenues are above the average but 
are very dependent on the fluctuating fortunes of 
the lumbering industry, royalties and stumpage 
taxes, for example rising six-fold from 1933 to 1937. 
However, the relative decline in the competitive 
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power of many of New _ Brunswick’s natural 
resources limits their revenue possibilities. Cor- 
poration taxes have recently been extended and 
increased and the yield has been doubled, but 
it is evident that unless discriminatory forms of 
corporation taxation on extra-provincial companies 
are resorted to this source can never be a major 
revenue producer. 


TABLE 92.—EXPENDITURES ON CuRRENT AccounT—PrrR Capita, 1937 


$ Per Capita 


Provincial and Municipal Provincial Municipal 
Percentage 
of Total $ Per Capita $ Per Capita 
Expenditure 
All All All . All 
Prov N.B Prov N.B Prov N.B Prov 
9.52 30 20 6.33 4.59 2.47 4.94 
5.45 2 11 0.42 3.86 0.17 1.59 
7.26 15 15 2.32 4.05 2.10 3.21 
9.78 21 20 1.66 2.89 4.42 6.89 
1.86 5 4 1.49 1.86 — — 
5.03 13 10 2.62 2.27 1.05 2.75 
9.80 14 20 1.49 3.77 2.64 6.03 
48.70 100 100 | 16.83 | 28.29 | 12.85 25.41 
345 — — — — —— — 
291 — — 186 177 46 115 
14 — — i 7 5 7 
84 - — 78 51 19 33 
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Jie Ulitao oe Se eA a 29.18 
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Expenditures 


The foregoing table does not show the marked 
increase in net debt charges in the most recent 
years. But, even in 1937, in spite of municipal 
debt charges which were only half the Canadian 
average, total provincial and municipal debt charges 
almost equalled the national average and absorbed 
30 per cent of revenue as compared with 20 per cent 
for all of Canada. This is the highest proportion 
in Canada by quite a margin. It is the heritage of 
public works expenditures and other governmental 
efforts undertaken in the past to aid and strengthen 
the economy but which, in the face of the serious 
economic disabilities under which New Brunswick 
laboured, failed to stimulate income and taxable 
capacity significantly. The rate of increase in the 
last two years has been alarming, and in view of 
the already excessive amount of deadweight debt 
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burden, the Province’s credit is now seriously 
threatened. Nearly one-half the provincial govern- 
ment’s debt is optionally payable in currencies 
other than Canadian and four-fifths of its bonds 
bearing 44 per cent and higher coupons will not 
mature for ten years or longer. The result is that 
there is little prospect of saving from refunding in 
the near future. 

General government expenditures, particularly 
on the administration of justice, were cut substan- 
tially during the depression and are the lowest per 
capita in the Dominion. There is some danger that 
this economy has been purchased at the expense of 
efficient administration. On education and public 
welfare New Brunswick spends only about 60 per 
cent of the national per capita average. Neverthe- 
less as a consequence of the poverty which restricts 
New Brunswick’s revenues the need for expenditures 
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on the social services in general is greater than the 
average. New Brunswick has the highest propor- 
tion in Canada of very old and very young non- 
workers to its total population and has also a 
number of seriously depressed areas in which living 
standards have been reduced to very bare subsist- 
ence levels. Unemployment, as we have noted, has 
not recently been an important provincial problem 
but widespread and chronic poverty is a most 
serious one. Expenditures on welfare and educa- 
tion in relation to the needs are very low; even 
after adjustment for the lower costs resulting from 
less urbanization and lower salary scales, they are 
far below the Canadian average. 

As in the other Maritime Provinces the self- 
subsistence nature of the economy reduced the 
necessity for extensive government relief but the 
most important factor in the employment situation 
in New Brunswick was the Government’s extensive 
highway program. After severe curtailment of all 
capital expenditures in the depths of the depression 
a highway construction program was launched, 
and in recent years has been carried out on an 
unprecedented scale, directly contributing some 10 
per cent of the total provincial income. Directly 
and indirectly this has met the unemployment 
problem for the time being, but has created fiscal 
problems of the first magnitude for the Govern- 
ment. It would seem clear that New Brunswick’s 
program was initially a well-timed one and provided 
necessary and productive public works on very 
favourable terms, but it is also clear that the policy 
cannot be continued on anything approaching the 
same scale. It is still too early to weigh the costs 
and profits of the modern highway system which 
is being constructed and to determine whether it 
would be advantageous to fill in the network with 
secondary roads on an equally ambitious scale, but 
it must be recognized that substantial reduction 
of the Government’s capital program will (unless 
some alternative stimulus appears) revive unem- 
ployment and relief problems. 


Current expenditures on domain and transporta- 
tion are somewhat larger in proportion to revenue, 
although somewhat less in dollars per capita, than 
the Canadian average. Highway maintenance ex- 
penditures have dropped and may drop further as 
a result of the improved roads now being con- 
structed; public domain expenditures, however, 
may be too low to conserve and develop resources 
efficiently. 


Summary 


The Government’s present highway program is 
only the most recent of a series of efforts to improve 
transportation facilities (which, owing in part to the 
large number of bridges in the “best watered 
country in the world,’ have always been costly) 
and encourage economic development. In the past 
the generally unfavourable trend of economic events 
has defeated these projects and has left the Province 
with both a costly burden of deadweight debt and 
inflated current expenditures. At the same time the 
economic difficulties of the Province have increased 
the need for positive action in the form of better 
education, research and development, and for 
defensive action through provision of public health 
and social service facilities. The low taxable 
capacity of the Province combined with reluctance 
to resort to direct taxation have made it impossible 
to raise sufficient revenues to finance both a positive 
developmental program and to provide educational, 
social service and public health services up to 
average Canadian standards. Debt charges and 
highway maintenance alone now take 55 per cent 
of provincial government expenditures as compared 
with the Canadian average of 30 per cent. Even 
substantial increases in provincial taxation would 
still leave New Brunswick hard pressed to carry her 
present burdens and forced to plead for increased 
federal subsidies as the chief hope for expanding 
those services which are at present much below the 
Canadian average. 
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QUEBEC 


TaBLeE 93.—ReEvENUES ON CurrENT AccountT—Per Capita, 1937 


Provincial and Municipal Provincial Municipal 
ee $ Per Capita ay: “Total. $ Per Capita $ Per Capita 
Revenue 
owe | oft [om [th | om [ath [om [ah 
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Revenue System 


The Quebec revenue system as a whole conforms 
closely to the statistical average pattern, the chief 
differences being the exercise of income and sales 
tax powers by the municipalities rather than by the 
provincial government and the somewhat higher 
proportion of joint provincial-municipal revenues 
raised by municipalities. The most notable factor 
in relation to provincial income is the absence of 
highly developed progressive taxation. Per capita 
income in Quebec is somewhat less than average, 
but the extremes of distribution of income are far 
greater than average. The aggregate provincial 
income is made up of a small group of very high 
incomes and a large group of very low incomes. 
_ Nevertheless the personal income tax has been 
levied only municipally in the Montreal metropoli- 
tan area, and for the decade ending 1937 succession 
duty collections just equalled the national per capita 
average. To some extent this is explained by the 
historical fact that Quebec’s finances were formerly 
in a uniquely strong position. Public domain 
revenues and liquor control profits were high and 
other taxation was unnecessary on the same scale 
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as in the other provinces. But the fall in liquor 
profits from a peak of $12-3 million to a low of 
$2°4 million and of domain revenues from $7°4 
million to $2-9 million during the depression 
completely altered the revenue picture. Provincial 
efforts to increase revenues were hampered, how- 
ever, by the situation of the equally hard-pressed 
municipalities, 

The municipal and real property tax situation 
was particularly complicated by the unique role 
which the Church plays in Quebec. Many functions, 
particularly in the field of public welfare and educa- 
tion, which are carried out by the local or provincia! 
governments in other provinces are supported by 
the Church in Quebec. Although the personnel 
engaged on these services serve for merely nominal 
pay, there are substantial and unavoidable overhead 
costs which in the last analysis must be borne by the 
same incomes that support provincial and municipal 
taxation. As a result the Quebec taxpayer con- 
tributes more for services which in other provinces 
are largely supplied by the state than is evident 
from public finance statistics. These costs affect 
real estate in particular, both directly and through 
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the exemption from taxation of the major portion 
of religious property. In part as a result of this 
situation some municipalities have turned to income 
and sales taxes, and to a number of licences and 
fees which are in effect corporation taxes in some 
cases, and this development has in turn restricted 
provincial freedom of action. Nevertheless the 


provincial government, in its search for additional 
revenues, has sharply increased corporation taxes. 
The federal subsidy in the Quebec revenue system 
plays a relatively insignificant role, providing less 
than 2 per cent of provincial-municipal revenues. 
It is also worth noting the provincial subsidies to 
municipalities are only one-fifth those in Ontario.16 


TaBLE 94.—EXPENDITURES ON CURRENT AccountT—Perr Capita, 1937 


$ Per Capita 


Provincial and Municipal Provincial Municipal 
Percentage 
of Total $ Per Capita $ Per Capita 
Expenditure 
All All All All 
Prov Que Prov. Que. Prov Que Prov 
9.52 20 20 2.19 4.59 7.25 4.94 
5.45 14 11 4.15 3.86 2.50 1.59 
7.26 12 15 3.37 4.05 2.19 3.21 
9.78 15 20 1.97 2.89 5.27 6.89 
1.86 7 4 3.49 1.86 — — 
5.03 10 10 2.37 2,27 2.50 2.75 
9.80 22 20 3.98 3.77 6.12 6.03 
48 .70 100 100 21.52 23 .29 25 .83 25.41 
345 — _ — — _— — 
291 — — 91 177 151 115 
14 — — C 6 9 a 
84 — — 30 51 51 33 
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®)See discussion in the text of qualifications necessary in comparing reported expenditures on these services in Quebec with expenditures in other 


provinces. 


Expenditures 


The net debt charges of the provincial govern- 
ment were still only half the national per capita 
average in 1937, but municipal debt charges brought 
the total to the average. The debt charges of 
religious institutions performing public services are 
unknown. Provincial net debt charges rose from 
the extraordinary low figure of 5 per cent of pro- 
vincial revenue in 1930 (Canadian average then 
17 per cent) to 12 per cent in 1937. Municipal debt 
charges, which have consistently been above the 
Canadian average as a percentage of revenue, 
increased further to 27 per cent of municipal 
revenues. With municipal debt charges per capita 
some 50 per cent above the Canadian average the 
rapid increase in provincial debt charges in recent 
years has been particularly serious. Provincial debt 


approximately tripled between 1929 and 1937. A 
little more than one-third of the increase was repre- 
sented by tangible assets (chiefly highways) and the 
balance by relief, poor loans, and current deficits. 
The previous high credit standing of the provincial 
government permitted borrowing on favourable 
terms and, owing in part to this and in part to 
resort to shorter term securities, the average coupon 
rate on outstanding bonds was reduced from 44 per 
cent in 1929 to 34 per cent in 1937. Virtually all 
the borrowing during this period was in Canadian 
currency. However, the relatively large amount of 
short-term securities outstanding leaves Quebec in 
a potentially vulnerable position if the Province’s 
eredit rating should weaken or if interest rates 
should rise. Municipal debts rose by one-third 
during the same period while in all other provinces 
they declined or rose only slightly. The greatest 
~~ 16 Book III, Table 61. 
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proportion of increase was in the Montreal metro- 
politan area but “other urban” and “rural” 
municipalities also showed important increases. 
Some advantage has been gained from refunding 
at lower interest rates but the deadweight burden is 
still increasing as municipal budgets as a whole are 
not yet balanced. 

General government expenditures are slightly 
more, both per capita and in proportion to total 
expenditures, for both provincial and municipal 
governments than in the rest of Canada and have 
been consistently so in the past. Education and 
public welfare (excluding relief) expenditures are 
lower than the Canadian average, partly because 
of the previously mentioned contribution of the 
Church. These have also been restricted by the 
growing pressure of deadweight debt charges and 
relief on municipal budgets. There are many special 
problems in connection with these services in 
Quebec which reduce the value of a statistical 
approach or comparison and make it impossible to 
assess relative standards. The Church has not only 
traditionally assumed a direct responsibility for 
education and public welfare to an important extent, 
but it has also thrown the full weight of its influence 
behind the enforcement of family responsibility for 
provision of these services with important effects on 
the residual burden on governments. Thus com- 
parisons with expenditures in other provinces must 
take account of the large contribution made by the 
Church, and of the greater than average contribu- 
tion made by the recipients themselves and their 
relatives, but no precise monetary estimate of this 
contribution is possible.!7 

The particularly acute relief situation in Quebec 
has been discussed in Chapters VI and VII. The 
problem centred largely on the huge pool of 
unemployed, mostly of unskilled labour, which 
gathered in the Montreal metropolitan area. Direct 
relief payments on a very large scale in Montreal, 
back-to-the-land resettlement and colonization pro- 
grams and sporadic public works projects piled up 
provincial-municipal deficits at the rate of about 
$20 million a year on current account, and were 
responsible for slightly more than one-half the $310 
million increase in provincial-municipal debt from 
1929 to 1937 (most of the balance was incurred for 
highways). 

Public domain and development expenditures in 
Quebec are much higher than average as might be 
expected in a province with the extensive natural 
resources and the regional economic problems of 


17 Appendix 5, Esdras Minville, Labour Legislation and Social 
Services in the Province of Quebec, pp. 47-49. 
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Quebec.18 These problems are serious, and ade- 
quate conservation, development, and research are 
essential if the Quebec economy is to achieve a 
stable balance and income. 

Highway maintenance expenditures in Quebec 
have in the past been above the average, and have 
to some extent been a corollary of low capital 
expenditures. It is expected that the recent large 
investment in improved highways will be reflected 
in lower maintenance charges but it is doubtful 
whether Quebec received the same value from its 
expenditures on highway projects launched as relief 
works as did the Maritimes, for example, since the 
projects do not appear to have been as well planned 
and economically executed. 


Summary 


The financial position of Quebec, long considered 
the fiscal Gibraltar of the Canadian provinces, 
deteriorated alarmingly during the depression. The 
very strong financial position of the provincial gov- 
ernment at the beginning of the depression, pur- 
chased in part at the expense of the municipalities 
and institutions, long tended to conceal the real 
position and the full importance of the change in 
circumstances. Quebec, faced with the collapse of 
the very large sector of its economy which was 
dependent on world trade and with widespread 
distress in both depressed urban and rural areas, 
was forced to make large-scale expenditures for 
relief and to launch positive and constructive 
remedial policies at a time when a number of its 
chief revenues were dwindling rapidly. 

Municipal and institutional finances were also 
under severe pressure and those units were incapable 
of assuming any greater burdens. The provincial 
revenue system proved to be a fair weather one 
only, yet efforts to broaden its base were hampered 
by the plight of the municipalities. Delay in facing 
the need for a complete overhaul of both provincial 
and municipal revenue systems in the light of the 
radical changes in economic circumstances which 
had occurred was responsible for piling up a heavy 
burden of deadweight debt. Quebec would appear 
still to have some latent reserves of credit and 
taxation but will require a fairly drastic reorganiza- 
tion of the provincial and municipal division of 
revenues and responsibilities, and a substantial 
broadening of the joint provincial-municipal tax 
basis to provide for the new level of expenditures 
and debt. 


18 See Chapter VII. 
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ONTARIO 


TABLE 95.—REVENUES ON CurRRENT AccounT—Per Capita, 1937 


Provincial and Municipal Provincial Municipal 
jib $ Per Capita a “Total” $ Per Capita $ Per Capita 
Revenue 
Ont. | prov, | Ont | prov. | Ont | prov. | Ont | prov 
Real Property Lasesicdes cess at aco earn creme s ae ert aes <S 29.10 | 22.60 51 45 0.06 0.53 | 29.04 22.07 
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Miscellaneous Taxes, Licences, Fees, etc...........-..0-eseeee 6.18 6.85 il 15 1.50 1.64 4.68 5.20 
Sub-Lotal sae ss Pee eR ERROR names area 46.66 | 39.87 81 81} 12.94] 12.59] 33.72 27 .27 
CEA at BEN Cc Pang hy EA do wit ge A hd a Oe Pet ae ern = 0.57 — 1 _— 0.17 = 0.40 
COPDORRUION HU SXES cu sivas oalsed dele taisrieuelstsl aig Senate aaa yoe'csn din 2.80 3.06 5 6 2.80 3.06 = — 
Ticome maxes ORE CLSODS, iron.) fetes oh had ojos SR screed au bienns 1.63 1.24 3 2 1.63 1.07 —_ 0.17 
Succession UIUtICS Ee 49. M5... 5's). Dale nielerelin aisle, oils antes ofa ele 5.45 3.22 10 6 5.45 3.22 — — 
Total Revenue from Provincial Sources..............0eceeeee 56.54 | 47.96 or mods ypu 22.82 | 20.11} 33.72 Daa 
PGCLELS! UISIGICS hate oda pets 76 a.G moa ike ahd APk sade s HIS SioEh cual lore « 0.79 1.91 1 4 0.79 1.91 — —_— 
PO MVAT A Nera tots sycyete tes evel ied tre (a tanehe Oh cies ofentestonef Vey} sliss oChoyetel ayitnsl Steker so 57.33 49 .87 100 100 23.61 22.02 | 33.72 97.84 


Revenue System 


The outstanding feature of the Ontario revenue 
system is the high yield, both proportionately 
and absolutely, of real property taxation. This 
particular source has long been the backbone of 
Ontario public finance as might be expected from 
the highly urbanized character of the economy. It 
is chiefly through real property taxation that 
Ontario governments have taken advantage of the 
wealth and income which natural advantages and 
national policies concentrate in Ontario. In addi- 
tion, Ontario has been in a particularly favoured 
position to develop income taxes and succession 
duties to tap the same taxable surpluses. In the 
decade ending 1937 Ontario collected $100 million 
of total succession duty collections of $180 million 
in Canada. In 1937 succession duties and income 
taxes amounted to $7 per capita, or nearly one-half 
the total revenue of the provincial government in 
Quebec, for example. 

The other taxes are normally lower in rate but 
yield as much per capita as in the rest of Canada. 
Corporation taxes actually yield less per capita, in 
spite of the overwhelming concentration of corpora- 
tions in Ontario, the generally strong financial 


position of the provincial government having 
allowed it in the past to avoid carrying this par- 
ticularly undesirable type of taxation to the 
extremes found necessary by most of the other 
provinces. The closely related public domain 
revenues are also less than average, the important 
mining industry yielding less than one-half a million 
a year in royalties and licences. This is partic- 
ularly notable in view of the wasting character of 
that industry’s assets, its high current rate of 
profits, the large public expenditures which were 
made to facilitate mining development, and the 
large public expenditures which will have to be 
made when the mines are exhausted. Ontario has 
already seen the virtual extinction of former 
flourishing industries based on natural resources, 
such as Ottawa Valley lumbering and Cobalt silver 
mining, and adequate conservation measures where 
these resources can be economically maintained, or 
financial preparation for necessary future adjust- 
ments where the resources are exhaustible would 
seem desirable. 

The high level of property taxation has put 
Ontario municipalities on the whole in a comfort- 
able financial position. In addition, the relatively 
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high yield of provincial taxation has enabled the 
provincial government to assist the municipalities. 
This position is in essence, of course, simply a 
reflection of the much higher average per capita 
income enjoyed in Ontario—in 1937, 43 per cent 
above the rest of Canada. But if national policies 
stimulate Ontario’s income, national taxation takes 
a substantial amount of the cream, and Ontario’s 
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taxation to a greater extent than in other provinces 
is affected by federal tax policy. In the field of 
progressive taxation, in particular, Ontario’s action 
is restricted and future development will be largely 
determined by federal policy. In return, federal 
subsidies are relatively negligible—in 1937 they 
provided less than 14 per cent of provincial- 
municipal revenues. 


TaBLE 96.—EXPENDITURES ON CurRENT AccountT—Per Caprra, 1937 


Provincial and Municipal Provincial Municipal 
——— $ Per Capita i Total $ Per Capita $ Per Capita 
Expenditure 
Ont. | prov, | Ot | prov. | Ont | prov, | Ot | prov 
NetiMebty@ narges ear cei ccie cie soles cates to bbb vallalaudisil ae aha ille\ abe 9.46 9.52 18 20 4.99 4.59 4.47 4,94 
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Agriculture and Public Domain................00ceeeceeeees 0.98 1.86 2 4 0.98 1.86 — —_ 
PPO BD OREM OM Un eI sta yele sel mip) svic usin Wifi el 4h iolaiiala.el's pig aie! 6/4. bal Re 5.76 5.03 11 10 2.11 2.27 3.65 2.75 
General Government and Miscellaneous...................... 10.69 9.80 21 20 4.00 3.77 6.69 6.03 
TE OTRAM GE ent aen tah. ota Se eles: ala hiatalndetshe ars ehnians oh da on OREO EN 51.68 | 48.70 100 100 22.57 | 23.29 | 29.11 25.41 
Per Capita EYOVIMCIAs INCOME Bee a bik aie x! 6's) eogniepeeanertte 430 345 — — aoe aes ees all 
Per Capita Outstanding Debts.G. 54nd sien o's le elayeuejenale vie leuns 338 291 —_ — 218 177 121 115 
Percentage of Current Expenditure to Provincial Income....... 12 14 — — 5 7 4 7 
Percentage of Outstanding Debts to Provincial Income......... 79 84 —~ — 51 51 28 33 


Expenditures 


Nearly one-half the debt of the Ontario Provin- 
cial Government, largely that portion represented 
by the Ontario Hydro-Electric Power Commission, 
is directly self-supporting, and while gross interest 
payments in 1937 were $33-2 million, net interest 
charges were only $18-5 million. Total net debt 
charges of provincial and municipal governments 
are almost exactly the Canadian per capita average 
and have increased somewhat less than the average 
during the thirties, although the provincial govern- 
ment’s net debt charges alone have approximately 
doubled. Municipal charges have actually decreased 
and consequently aggregate provincial-municipal 
charges increased only from $30 million in 1930 to 
$35 million in 1937. The coupon rate on the pro- 
vincial government’s debt is relatively high (4:3 
per cent in 1937) as a result of heavy borrowings at 


the high rates prevailing in the early twenties and 
again in the early thirties. However, $100 million 
of the 44 per cent and higher coupon rate debt 
matures in 1942 and 1948, and nearly two-thirds of 
this debt matures by 1950. Maturities are fairly 
evenly spread, as a result in part of a number of 
serial issues which make up 30 per cent of the out- 
standing debt, but sinking fund provisions for the 
balance of the debt are relatively small. Slightly 
more than one-half the debt is now payable only in 
Canadian currency—in 1931 less then one-third was 
in this position. Municipal debt which in 1930 was 
nearly 50 per cent more than that of Quebec was 
less in 1937, and was being reduced at a rate of 
approximately 3 per cent per annum. The reduc- 
tion is particularly striking in the case of highway 
debt incurred in the middle twenties and repaid in 
a relatively short term by serial retirements. 
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Education and public welfare expenditures reflect 
the high level of real property taxation which has 
been established in Ontario, and also the greater 
than average financial assistance which the provin- 
cial government has given municipalities. Muni- 
cipal expenditures on these services are Some 28 per 
cent above the national average and provincial- 
municipal expenditures together 21 per cent higher. 
Nevertheless, Ontario has lost some of the outstand- 
ing lead enjoyed in these services in the twenties. 

Relief expenditures in Ontario, particularly in 
the industrial centres which depended on the pur- 
chasing power of the rest of the country, reached 
$60 million in 1934 but dropped relatively quickly 
to less than one-half that amount by 1937. In addi- 
tion to the measure of general recovery experienced 
in that year, the unemployment situation in Ontario 
was greatly alleviated by the spectacular expansion 
of the mining industry, which both directly 
furnished employment in the mines and stimu- 
lated supply and construction industries and 
incomes generally throughout the Province. 

The expanding frontier provided a useful outlet 
for both provincial and municipal public works. 
Experience has shown how costly is a policy of 
attempting to meet unemployment by provision of 
unnecessary public works. Generally speaking, 
provincial and municipal governments had made 
what were considered to be adequate capital pro- 
vision for the times during the twenties. When the 
depression struck, these facilities were in many 
cases found to be more than adequate and drastic 
retrenchment became the rule. Municipalities on 
whom the burden of unemployment first fell were 
thus led to undertake unnecessary projects and 
manufacture “ boondoggling” jobs. Even at the 
peak this policy provided for only a small proportion 
of the total number on relief 19 and the cost and 
resulting deadweight debt burden proved out of all 
proportion to the cost of the alternative method of 
direct relief. This was partly because the munici- 
pality was a most inappropriate unit to plan and 
time suitable public works, and its credit base was 
too restricted to permit the necessary amount of 
deficit financing. The same considerations applied, 
although to a lesser extent, when provinces stepped 
in and adopted similar policies after municipalities 
had come to an end of their resources. In brief, in 
the absence of any long range and comprehensive 
planning of public works and administration by the 
Federal Government, which alone could pursue 
appropriate monetary policies to finance them, relief 
works programs by provincial and municipal gov- 


19 Appendix 6—A. E. Grauer, Public Assistance and Nocial 
Insurance, p. 12. 


ernments were desirable only where some real need 
existed for new public works. We have already 
noted that the need for modern highways in the 
Maritimes provided an opportunity for a large-scale 
and basically sound public works policy. The 
mining development in Northern Ontario likewise 
created a need for both provincial and municipal 
works (roads, schools, ete.) and for this reason 
Ontario was able to resort to a public works policy 
more advantageously than other provinces. 

On agriculture and public domain Ontario has 
found it necessary to make relatively small net 
expenditures, although the contribution of the 
Hydro-Electric Power Commission of Ontario, the 
Temiskaming and Northern Ontario Railway, and 
the Ontario Farm Loans Board to the development 
of the Province’s resources should not be over- 
looked. It has already been noted that Ontario 
may not, however, be making adequate provision 
for the conservation and most economic exploitation 
of its natural resources, or for the situation which 
will develop when some of these resources are 
exhausted. The transportation expenditures of 
Ontario governments reflect the stronger than aver- 
age financial position of the municipalities and the 
earlier assumption by the provincial government 
of responsibility for planning and carrying out a 
comprehensive and suitable highway policy. 


Summary 


Any discussion of public finance in Ontario must 
be in the light of the superior position Ontario 
holds in the national economy. In the field of publie 
finance this has been taken advantage of largely 
through heavy real property taxation. As a result 
Ontario municipalities as a whole, and services 
jointly shared by municipalities (education, publie 
welfare and roads), are in a more comfortable 
financial position than in the rest of Canada. (There 
are, of course, important exceptions such as one- 
industry towns and some metropolitan suburbs.) 
This superior financial position, however, has been 
purchased at the expense of a frequently inequitable 
burden on one class of wealth. Because Ontario 
possesses such a large proportion of the taxable 
income of the Canadian economy, federal taxation 
policy is a factor of major importance in the Prov- 
ince’s financial outlook. In the past a sufficient 
field has been left to provincial tax authorities to 
enable them, with relatively moderate taxation, to 
establish a level of governmental services above the 
average. However, intensive federal direct taxation, 
added to the already high level of property taxation. 
would severely pinch the provincial government. 
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MANITOBA 


TABLE 97.—REVENUES ON CuRRENT AccounT—Per Capita, 1937 


$ Per Capita 


Provincial and Municipal Provincial Municipal 
Percentage 
seas $ Per Capita $ Per Capita 
SE oe ee 
REaIEELODERUVE TAXES ep tarts teense ibs AIM eie ie «:aliardicel see 23.71 22.60 48 45 1.03 0.53 22.68 22.07 
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Miscellaneous Taxes, Licences, Fees, etc..............000c000- 6.73 6.85 14 15 1.48 1.64 5.25 5.20 
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Revenue System 


An important factor in the provincial-municipal 
revenue system of Manitoba is the substantial yield 
of real property taxation, particularly in Winnipeg. 
Another factor of particular interest in comparison 
with other provinces is the emphasis on direct 
taxation. The provincial income tax, which was 
long the heaviest in North America on low salary 
brackets, and provincial succession duties raised 
nearly one-fifth of total provincial revenues in 1937. 
This seems a high figure for an agricultural economy, 
but it is due in some degree to a greater economic 
diversity than is perhaps generally appreciated, and 


to the accumulation in the City of Winnipeg of a 
relatively large proportion of the surplus and tax- 
able income of the Prairies. In addition, the pro- 
vincial government took prompt and effective 
action to maintain revenues, and from their low 
point in 1931 provincial government revenues had 
recovered to the 1929 peak by 1933—the year in 
which aggregate provincial revenues touched their 
depression low and were some 20 per cent less than 
in 1929. In addition a special federal subsidy of 
nearly one-half again as much as the regular subsidy 
aided the provincial government in 1937. The 
revenue system of Manitoba has come through a 
period of abnormal strain as one of the soundest 
and most progressive in Canada. 
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TABLE 98.—EXPENDITURES ON CuRRENT AccouNT—Per Capita, 1937 


Provincial and Municipal Provincial Municipal 
ALN $ Per Capita ee “Total, $ Per Capita $ Per Capita 
Expenditure 
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Expenditures 


Net debt charges (of provincial and municipal 
governments) roughly doubled in the early thirties, 
but in recent years have shown no increase. The 
provincial government’s debt increase (1929-1937— 
$21 million) was almost entirely due to relief costs, 
and all capital expenditures were drastically cur- 
tailed. Although Manitoba’s credit weakness pre- 
vented the government from making any economies 
through debt refunding, the new borrowing was 
done from the Dominion on 3 per cent Treasury 
Bills. Virtually all the outstanding 6 per cent bonds 
mature by 1947, but the major proportion of the 
44,5 and 54 per cent bonds do not mature until the 
fifties, and two-thirds of the debt is optionally pay- 
able in currencies other than Canadian currency. 
The interest charges are consequently rigid and 
vulnerable to exchange movements. The outstand- 
ing municipal debt, in spite of the pressure of relief 
costs on Winnipeg and of the drought in the south- 
western corner of the Province, was reduced nearly 
10 per cent from 1930 to 1937, owing largely to 
repayment of debt incurred for highway and public 
utilities. 

Provincial and municipal expenditures on educa- 
tion and welfare (excluding relief) were reduced 
approximately 10 per cent from 1930 to 1937 


although aggregate expenditures of all provinces and 
municipalities rose 5 per cent during this period. 
At the present figure Manitoba’s expenditures on 
these services are almost exactly the Canadian per 
capita average, although there are some factors 
which would tend under normal circumstances to 
make them above the average. For example, in 
Manitoba, as in the other western provinces, there 
is a lack of privately endowed universities, hos- 
pitals, and other communal facilities which imposes 
a heavier burden on public funds than in the eastern 
provinces. 

The major relief problem has been in the metro- 
politan area of Winnipeg, although drought relief 
was necessary in the southwestern municipalities, 
and the chronic distress of the interlake region grew 
worse. Winnipeg (and its suburbs) inevitably 
suffered heavily from its great dependence on the 
Prairie wheat industry, and in addition became the 
natural rallying point for the large body of floating 
labour which is such an essential element in the 
Prairie economy. Crop failures and the cessation of 
virtually all construction activities left this group 
destitute and added to the already serious unem- 
ployment problem of the Winnipeg area. A larger 
than average share of relief costs was left to munici- 
palities (1930-1937—27 per cent as compared with 


the national average of 18 per cent) partly because 
Winnipeg’s own financial position at the beginning 
of the depression was very strong. Several of its 
dormitory suburbs, however, entered the depression 
in a weak condition and, as their taxable capacity 
diminished almost as rapidly as relief costs grew, 
they were quickly forced into bankruptcy. The 
experience was both an indictment of the policy of 
leaving the costs of climatic and international trade 
disasters to small and arbitrarily segregated units, 
and of the obsolete form of municipal organization 
of metropolitan areas. The very good crops in 
recent years, combined with more than average 
severity of taxation and retrenchment of expendi- 
ture, permitted the provincial government and most 
of the municipalities to finance their shares of 
relief costs but at the expense of creating a sense of 
unjust and illogical treatment. 

Expenditures on general government, public 
domain, and highway maintenance all reflect the 
severe policy of retrenchment pursued by the Mani- 
toba Government. In some cases essential main- 
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tenance expenditures have been deferred to an 
extent which will prove costly in the long run. In 
the field of development there would appear to be 
room for some productive expansion of expenditure. 


Summary 


The financial position of Manitoba Governments 
reflects a picture of a very hard hit economy. The 
governments, however, rigorously reduced expendi- 
tures, discovered some unsuspected reserves of 
strength, and promptly chose a direct and efficient, 
although not particularly popular, method of main- 
taining revenues. These measures, with Dominion 
assistance, sufficed to weather the worst of the storm 
and Manitoba has recently been favoured with 
exceptionally good crops. Manitoba remains handi- 
capped, however, by a rigid public debt structure 
and by a chronic metropolitan unemployment prob- 
lem which affects the suburban municipalities in 
particular. Continuation of the present conditions 
threatens the credit and financial stability of both 
provincial and local governments. 


SASKATCHEWAN 


TABLE 99.—REVENUES ON CurrENT AccouNT—Per Capita, 1937 


$ Per Capita 


Provincial and Municipal Provincial Municipal 
Percentage 
of Total $ Per Capita $ Per Capita 
Revenue 
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Revenue System 


The Saskatchewan débacle is so well known that 
it is unnecessary to labour the point that statistical 
comparisons between Saskatchewan and other prov- 
inces for recent years are unrealistic. The per 
capita income of Saskatchewan, which for years 
exceeded the national average, was in 1937 only 
two-thirds of that average and, with the exception 
of Prince Edward Island, much the lowest in 
Canada. The revenue structure in Saskatchewan 
has been influenced by the nature of the economy 
and by the fact that during the period of expansion 
a few relatively simple tax measures yielded 
sufficient revenues to finance governments which 
were in general most economically administered. 
Our comparison shows that real property taxation 
in Saskatchewan was about three-quarters of the 
national per capita average in 1937, but this com- 
parison is based on tax levies rather than on cash 
collections, and in 1987 only one-third of the muni- 
cipal levy was collected. The other tax sources 
also tend to yield much less than the national 
average. Gasoline tax returns, for example, are 
reduced by exemptions for farm use; public domain 
revenues are low because of the limited range of 
resources and their unfavourable economic position 
at present; liquor profits are low because of the lack 


of purchasing power under present conditions; pro- 
gressive taxation (income taxes and succession 
duties), in spite of high rates, yields relatively 
negligible returns, and the same circumstances— 
the lack of any individual or corporate concentration 
of wealth in Saskatchewan—restrict corporation tax 
yields similarly. The sales tax is an effort to broaden 
the base of taxation. It is more appropriate in an 
economy such as that of Saskatchewan’s than it 
would be in other provinces, and has been productive 
in circumstances in which few other taxes could 
have been, but it cannot be looked on as a desirable 
permanent feature or precedent. 


The marvel is not that Saskatchewan’s revenues 
fell, but that they did not fall more. Provincial 
revenues, in fact, rose slightly between 1930 and 
1937, and municipal revenues, on an accrual basis, 
fell only one-quarter. In 1937, 15 per cent of total 
provincial-municipal revenues was provided by the 
federal subsidy (including the special temporary 
grant). The special subsidy, the Dominion loans to 
the Province (and the subsequent write-offs), and 
the Dominion assumption of relief responsibility in 
the drought area form the leading example of the 
arbitrary financial transfers necessary on occasion, 
under the present division of powers and responsi- 
bilities, to maintain the framework of government. 


Taste 100.—EXPENDITURES ON CURRENT AccouNnT—Perr Capita, 1937 


$ Per Capita 


Provincial and Municipal Provincial Municipal 
Percentage 
of Total $ Per Capita $ Per Capita 
Expenditure 
All All All All 
Prov Sask Prov Sask Prov Sask Prov 
9.52 19 20 6.48 4.59 2.90 4.94 
5.45 23 11 10.91 3.86 0.53 1.59 
7.26 14 15 3.85 4.05 3.34 3.21 
9.78 18 20 3.36 2.89 5.36 6.89 
1.86 3 4 1.35 1.86 — —— 
5.03 6 10 1.39 PAPA 1.65 2.75 
9.80 17 20 3.24 3.77 5.15 6.03 
48.70 | 100 100 | 30.58 |} 23.29} 18.93 25.41 
345 —_— — — — — — 
291 — — 230 177 62 115 
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Expenditures 


The provincial government’s debt interest charges 
(gross and net) tripled between 1930 and 1937, but 
an actual reduction in municipal debt charges has 
restricted the increase of aggregate provincial- 
municipal debt service during this period to little 
more than $3 million ($5°6 million to $8-8 million). 
Even at the present figure the joint provincial- 
municipal debt (which is almost exactly the national 
per capita average) is not alarming, except in rela- 
tion to the abnormally low provincial income of 
recent years. Any reduction through normal refund- 
ing processes of the interest rate on Saskatchewan’s 
outstanding funded debt was not, of course, possible 
in the circumstances of the thirties, but the great 
bulk of the new debt consisted of Treasury Bills 
sold to the Dominion at artificially favourable rates, 
and interest on these has been paid by further 
Treasury Bill issues. Borrowing from the Dominion 
for relief purposes up to 1937 was greater than the 
total provincial debt in 1929. Slightly more than 
one-half the provincial funded debt is in optional 
payment securities and two-thirds of the 43 per 
cent and higher coupon bonds do not mature until 
the 1950’s or later, thus introducing certain uncon- 
trollable and rigid factors. But the special write- 
offs which the Dominion has already made on 
certain of its loans to Saskatchewan, the capitali- 
zation of interest due to the Dominion, and the 
assumption by the Dominion of the total costs of 
relief in the drought area all indicate that Saskat- 
chewan’s debt is considered as being in a special 
category, and can scarcely be appraised by conven- 
tional criteria. Although the financial position of 
Saskatchewan municipalities is desperate it is not 
revealed in their debt position because borrowings 
were held down to very moderate amounts during 
the twenties, and their credit was such that they 
simply could not borrow during the thirties. 

Expenditures on education and public welfare 
(excluding relief) were cut between 1930 and 1937 
by one-quarter. Education was particularly hard 
hit—joint provincial-municipal expenditures on 
education were reduced 40 per cent and rural 
municipal expenditures were cut by two-thirds, In 
the long run, when the personnel affected can find 
alternative employment, these reductions must pro- 
duce serious deterioration in standards, and, as we 
have observed elsewhere, this concerns not only 
Saskatchewan but the whole country. The reduc- 
tion in public welfare expenditures at a time when 
needs were increasing on a gigantic scale is the cold 
statistical reflection of a tremendous amount of 
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human misery. It is not a surprising, although a 
tragic, commentary that the pressure on mental 
institutions became particularly acute and beds are 
lacking for one-third of the serious cases. It is true 
that expenditures on a per capita basis are not 
materially below the Canadian average, but in rela- 
tion to the needs (and in relation to the previous 
standards which were maintained) they are pitifully 
inadequate. 

Relief expenditures in Saskatchewan reached 
fantastic levels. In 1937, when two-thirds of the 
population were on relief, relief expenditures by all 
governments in Saskatchewan were double total 
provincial and municipal revenues, excluding sub- 
sidies. A great proportion of the burden was for 
agricultural aid, and the necessity of supplying the 
operating costs for the major industry, rather than 
merely subsistence for individuals, involved huge 
amounts of money. There is ground for serious 
criticism of the methods adopted. Although the 
Dominion had to supply the bulk of the funds, the 
loans to farmers were made through provincial and 
municipal agencies, and the unpopular task of col- 
lecting the loans to reimburse the Dominion was 
also in their hands; there is some reason for believ- 
ing that they engaged in the former function with 
far more enthusiasm than in the latter. Of much 
greater importance than the inevitable financial 
losses in such a system was the penalty imposed on 
individual honesty and self-reliance. From the 
point of view of Dominion-provincial relations and 
the smooth working of the federal system the 
creation of a huge amount of inter-governmental 
debt, and the financial dependence of Saskatchewan 
on the Dominion were threatening. In addition to 
the necessity for agricultural aid in the drought area, 
which it could be hoped was a temporary phe- 
nomenon, it became evident that in some areas of 
submarginal land a large proportion of the popula- 
tion would have to be moved. The provincial 
government of course has not had the funds, either 
to attempt to rehabilitate the depressed areas or to 
transfer people to undeveloped northern lands and 
equip and support them on the necessary scale. 

Expenditures on general government, agriculture, 
public domain and highways all reflect drastic 
retrenchment. Highway maintenance expenditures 
were cut most severely—from 1930 to 1937 by 45 
per cent. These cuts fell on a province which had 
never, except for a brief period in the early thirties, 
been a lavish spender, and they have consequently 
reduced expenditures in many cases below the 
desirable minimum level. The long-run costs of 
deferred maintenance threaten to be very great. 
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Summary 


Saskatchewan presents the outstanding example 
of the unsuitability of the existing public finance 
system in emergencies,—but it must be admitted 
that almost any system would have broken down 
in the circumstances. However, when we consider 
the unfavourable economic prospects for Saskatche- 
wan’s major industry and the need for very large 
rehabilitation expenditures, it seems evident that 
Saskatchewan will not, under the present system, 
be able to assist the recovery of its economy or to 


provide its population with services on a desirable 
scale. Although incomes are high in good years, 
they are not in easily taxable form, and there are 
no urban centres or corporate organizations of 
importance in Saskatchewan where surplus income 
accumulates and can be reached by provincial 
taxation. The rest of the country came to Saskat- 
chewan’s assistance on a very large scale in the 
emergency of the drought disaster, but there is 
serious danger that Saskatchewan will be left to its 
own inadequate resources to face the major long-run 
problems of readjustment and recovery. 


ALBERTA 


TaBLeE 101.—ReEvENUES ON CurrENT AccountT—Perr Capita, 1937 
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Revenue System 


The distinctive features of the Alberta revenue 
system include the survival of provincial real 
property taxation (as in Saskatchewan) and of some 
features of it which still show the influence of 
single tax theories. Progressive taxation, in spite 
of high rates (and in spite of an abnormally high 
succession duty payment in 1937), yields less than 
average. Corporation taxes have recently been 
sharply increased—a step influenced by more than 
simply revenue considerations. There was also a 


$ Per Capita 


Provincial Municipal 


Percentage 
of Total $ Per Capita $ Per Capita 
Revenue 
Sco 
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short-lived experiment with a provincial retail sales 
tax in 1936 and 1937. The new Turner Valley oil 
field has been chiefly responsible for a rapid 
expansion in public domain revenues. Provincial 
revenues (excluding subsidies) dropped 23 per cent 
from 1929 to 1931, but since then have risen 
impressively and by 1937 were one-third above the 
1929 peak, although provincial income was 30 per 
cent lower. Virtually all forms of provincial 
revenue show increases since 1929 with the excep- 
tion of real property taxation. But, even the 
returns of this tax, both provincially and muni- 


cipally, did not decline as much as might have 
been 
revenues in 1937 were 7 per cent higher than in 


expected and total provincial-municipal 
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1930. The fall in land values, however, has made 
the prevailing rates of property taxation extremely 
burdensome. 


TaBLE 102.—EXPENDITURES ON CuRRENT AccounT—Perr Capita, 1937 
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Expenditures 


National interest has been centred on Alberta’s 
arbitrary reduction of debt charges. These have 
consistently been the highest of any province in 
Canada and it is perhaps not surprising that they 
were singled out for attack. Provincial net debt 
charges in 1930 were $4°3 million annually, and in 
1937 at full interest rates would have been (after 
adjustment for interest received) $5°4 million; 
actually they were $3°6 million. Only 22 per cent 
of the provincial funded debt is payable in Cana- 
dian currency only, and more than one-half the debt 
bearing 44 per cent coupon rates or higher does not 
mature until after 1950. It is consequently evident 
that the provincial debt at its original coupon 
rates was in a technically rigid and vulnerable 
position, and only small reductions in carrying 
charges would have been possible through orderly 
refunding. Municipal debt is substantially below 

the Canadian average and per capita municipal 
— debt charges i in 1937 were only one-half the average. 
| This is in part due to reorganization of the Calgary 
| and Edmonton debts. The outstanding debt of 


rural municipalities is negligible. Roughly speak- 
ing, the savings from the interest cut have been 
used to pay for relief, thus holding debt increases 
on this account below the average. In addition, 
capital expenditures have been held down to 
moderate levels, resulting in the lowest over-all debt 
increase for combined provincial and municipal 
governments during the depression in any province 
except Manitoba. 

Expenditures on welfare (excluding relief) and 
education are still 13 per cent above the national 
per capita average, although they have declined 
3 per cent as compared with a nation-wide increase 
of 5 per cent between 1930 and 1937. Expenditures 
by the provincial government on these services have 
been increased, offsetting part of the enforced 
reduction in municipal expenditures on education. 
Certain factors, such as the cost of living and the 
scattered nature of settlement, tend to make the 
costs of these services higher than average in order 
to provide equal standards. In addition, Alberta 
has experimented more freely than most other 
provinces with advanced forms of public welfare 
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and educational services. In this, as in the provision 
of community equipment, Alberta has consistently 
shown an inclination, characteristic of newly opened 
and rapidly developing economies, to use com- 
munity effort and credit to accelerate development 
and provide the amenities of life. This policy 
inevitably involves, of course, a higher level. of 
governmental overhead, but may in return provide 
a higher real provincial income. 

Agricultural relief has been a serious problem in 
Alberta, although owing to materially better crops 
and greater diversification than in Saskatchewan 
not on the same tremendous scale as in that Prov- 
ince. Distress was caused by the combination of 
ruinously low prices and what are probably the 
highest fixed charges (in the form of agricultural 
indebtedness, railway freight rates, irrigation invest- 
ments and government indebtedness) in. Canada 
rather than by climatic disaster. The provincial 
government, which supplied the bulk of the funds 
necessary for agricultural relief, collected a much 
higher proportion of its advances than did Saskat- 
chewan, where Dominion funds were re-loaned, in 
part because of the better crops in Alberta and the 
reduction in private debt charges. In Edmonton 
and Calgary, Alberta has a problem somewhat 
similar to that of Winnipeg’s, although on a much 
smaller scale, as the unemployed floating labour of 
the Western Provinces tend to congregate there. 
The Turner Valley oil development and the mining 
activity in the Northwest Territories alleviated the 
problem in Calgary and Edmonton, but only to a 
limited extent. Advances to these cities of more 
than $24 million were made by the provincial gov- 
ernment but nevertheless the burden proved exces- 
sive, and they were forced to reduce their debt 
charges. The Government’s arbitrary reduction of 
interest rates has had important and probably 
unexpected reactions on the method of financing 
relief. In 1987 (i.e. fiscal year 1937-38), which was 
the first period in which the full effect of the halving 
of interest rates on government bonds was reflected 
in the budget and the latest period for which com- 
plete statistics on relief expenditures are available, 
the Province and municipalities spent some $4 
million on relief from their own funds. The 
provincial government reduced interest payments 
by $3°4 million. In brief, relief was financed by a 


forced levy on bondholders rather than, as in other 
Western Provinces, by advances from the Dominion; 
from an immediate cash point of view the bene- 
ficiary of the Alberta action was the Dominion 
government which was relieved of the necessity of 
making further loans to the province, although it 
was the provincial government which bore the 
stigma of default. 

Expenditures on public domain, agriculture and 
highways are influenced by the fact that Alberta 
possesses the last important undeveloped agricul- 
tural frontier in Canada. Development of this 
frontier, and also of the newly discovered mineral 
and oil resources, calls for substantial capital invest- 
ment and for increased expenditures on current 
account. The nature of the terrain and the long 
distances which separate the settled areas make the 
provision and maintenance of highways more costly 
than average. 


Summary 


Alberta’s financial position should be considered 
in relation to its present economy and its potential 
development, as well as to the condition of default 
which now exists. High debt charges have unques- 
tionably been an outstanding and important charac- 
teristic, not only of Alberta public finance but of 
the whole economy, and they become extremely 
serious when income falls sharply. The pressure 
is intensified, of course, by the fact that most of the 
debt is held externally and the creditors are conse- 
quently not subject to the jurisdiction of Alberta 
taxing authorities. In these circumstances the 
rigidity of the debt structure will, on occasion, put 
great pressure on the economy, and, as a natural 
reaction, make the position of creditors highly 
vulnerable. A more elastic and appropriate form of 
financing than that of fixed interest rates for agri- 
culture and other economic activities would add 
greatly to the Province’s prospects of financial 
stability. The need for additional capital to finance 
the development which Alberta’s resources would 
apparently justify makes this an extremely impor- 
tant factor. With a private and public financial 
structure designed in relation to its regional charac- 
teristics and economic disabilities, Alberta should 
be able to maintain a high standard of living and of 
community services. 


. 
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British CoLUMBIA 


TaBLE 103.—REVENUES oN CurRENT AccouNT—PeEr Capita, 1937 
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Revenue System 


The most striking feature in the above table is 
the comparison between the per capita revenues of 
the provincial government of British Columbia and 
the average for all Canadian provinces. The British 
Columbia figure is nearly double the average. 
Municipal revenues are at the Canadian average, 
although a smaller portion of British Columbia is 
municipally organized than is the case in most 
provinces. 

Nearly all the revenue sources produce higher 
returns than in the rest of Canada, but the most 
striking lead is in corporation taxation and public 
domain revenues. These are three times the Cana- 
dian average in yield per capita. They are made 
possible by the richness of some of British Colum- 
bia’s natural resources and the highly concentrated 
corporate form of organization which has been 
adopted to exploit them. Gasoline taxes, liquor 
control profits and real property taxation all sub- 
stantially exceed national averages and reflect the 
higher per capita income and purchasing power in 
British Columbia. On the other hand, succession 
duty yields are little more than half the national 

8335—16 


average, in part because sufficient time has not yet 
elapsed for the accumulation of large individual 
fortunes, and in part because provincial policy has 
been to encourage migration to the coast of wealthy 
retired people. Revenues, and particularly provin- 
cial corporation, gasoline, liquor control and public 
domain revenues, showed remarkable recovery from 
the low point in 1933. Provincial revenues in 1937 
were almost one-quarter more than in 1929. Owing 
to a fall in real property tax yields in Vancouver, 
however, there was a slight decline in total muni- 
cipal revenues, and aggregate provincial-municipal 
revenues increased only some 11 per cent between 
1930 and 19387, or slightly less than the increase for 
all provinces and municipalities. The dominating 
importance of corporation taxes and public domain 
revenues will be noted from the foregoing table. 
These two revenue sources, on a per capita basis, 
are three-fourths as much as the total provincial 
government revenues of all provinces, or nearly as 
much, for example, as the total provincial govern- 
ment revenues of Quebec. They reflect the higher 
than average return derived from the large-scale 
development of British Columbia’s natural resources 
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made possible in the last two decades by techno- 
logical advances and important reductions in ocean 
freight rates. Many of these resources are of a 
wasting character, and it has evidently been the 
Province’s policy to secure a substantial share of the 
profits derived from their exploitation while it has 
the opportunity. In addition to the direct return 
derived by the provincial government from its 
natural resources, the higher than average income 
in British Columbia is based to an important extent 
on their very rapid development and on the ancillary 
construction industry activity in the last two 


decades, and this income is reflected in the generally 
high yield of consumption and other taxes. 

The provincial income tax, which was the first to 
be imposed in Canada, starts at a relatively low 
figure (single person’s exemption $600) and pro- 
gresses to a rate of 10 per cent on all taxable income 
plus a surtax rising to 18 per cent on large incomes. 
As no exemption is allowed for Dominion income 
tax payments,* the tax is a relatively heavy one on 
higher incomes. It has proved a stable source of 
revenue, and yields substantially more per capita 
than does the Ontario income tax, for example, but 
the double taxation involved is resented. 


TaBLe 104.—EXPENDITURES ON CurRENT AccounT—Per Capita, 1937 
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POCMCATHCA, HEOVINGION LDCOMEC, Gils dea sufes einre clk sates olbis w/a bt 425 345 — — o— — a — 
Fer Capita Outstanding Debts $.\5o5 sede dr aaloes wa wale sents wndics 379 291 == —_ 238 177 141 115 
Percentage of Current Expenditure to Provincial Income....... 16 14 a= — 9 7 sf ‘ 
Percentage of Outstanding Debt to Provincial Income......... 89 84 — _ 56 51 33 33 


Expenditures 


Per capita net debt charges of combined provin- 
cial and municipal governments are 50 per cent 
above the Canadian average, but they increased 
only 10 per cent between 1930 and 1937 as compared 
with an average increase of 24 per cent. These 
charges have, in fact, declined slightly since 1932, 
when the premium on foreign exchange was an 
important item. Virtually all net increase in debi 
since 1933 has been borrowed from the Dominion 
on 3 per cent Treasury Bills, but some public 
borrowing, largely for refunding purposes, has also 
been done at 3 and 34 per cent. There has also 


been some reduction in recent years in the out- 
standing provincial debt payable abroad but nearly 
four-fifths of the funded debt is still optionally 
payable in other than Canadian currency. Three- 
fifths of the provincial debt bearing 44 per cent or 
higher coupons matures before 1950, with particu- 
larly large maturities in the early forties. The 
Government has maintained large cash balances — 
and sinking funds in preparation for these maturi- 
ties, and its technical position to refund them on 


* Although income taxes paid by B.C. corporations to the 
provincial government are deductible from personal income taxes 
paid by B.C. dividend recipients. 


advantageous terms would appear to be strong. 
There have been no significant variations in muni- 
cipal debt in recent years. 

Expenditures on education and public welfare 
(excluding relief) are about one-third above the 
national per capita average, although they do not 
absorb quite as large a proportion of total 
municipal-provincial revenues as in other prov- 
inces. The notably high return from _ public 
domain and corporation taxation has made it 
possible for the Province to provide higher 
than average services, and has enabled the pro- 
vincial government to contribute a substantially 
larger proportion of the total than in any other 
province (except Prince Edward Island). This is 
particularly notable in the case of education, where 
the provincial government provides 45 per cent of 
the expenditure as compared with an average con- 
tribution of 30 per cent. In several important fields 
of public welfare British Columbia has pioneered 
and this, coupled with higher costs of living and of 
salaries and the sparseness of the population outside 
the metropolitan area of Vancouver, has con- 
tributed to the higher than average costs in British 
Columbia. However, even after allowing for these 
factors, it would seem clear that British Columbia 
provides better than average standards in these 
services. 

Relief costs in British Columbia rose sharply at 
the beginning of the depression, and have through- 
out been substantially more than the national 
average. Although they were not as severe in 
relation to provincial income as in the Prairie 
Provinces, the Province was forced to resort to 
borrowing from the Dominion as early as 1931 and, 
in spite of the buoyant revenues of recent years, 
the relief burden has prevented the complete 
re-establishment of provincial credit. The extreme 
depression in the primary exporting industries (and 
in those supplying the Prairies), the impact on the 
service, supply and shipping industries of Vancouver, 
the immigration of unemployed attracted by the 
coast climate, and the higher standards maintained, 
all intensified the problem. In common with the 
rest of the country public works were undertaken 


on a large scale in the early years of the depression, 
- but since 1932 the bulk of the expenditure has been 


on direct relief. 


However, since 1935 the muni- 


cipal proportion of the total burden has declined 


| 


as rapidly rising provincial revenues enabled the 


provincial government to assume a larger share. In 


addition, provincial government expenditures on 


public works, which were reduced to virtually 


nothing in the depths of the depression, have 
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recovered to approximately pre-depression levels 
and have been a factor in reducing unemployment. 

Expenditures on public domain and transporta- 
tion, as might be expected from the topographical 
nature of the Province and the importance of 
developing its great but sometimes almost inaccess- 
ible resources, exceed the average per capita 
expenditures. It would seem clear that substantial 
additional expenditures on conservation of some 
types of resources, and on development of alterna- 
tive means of livelihood for the population 
dependent on the exhaustible resources, will be 
necessary. 

Expenditures on general government are strik- 
ingly higher than average. They are more than 
double the expenditures in the three Maritime 
Provinces together, for example, and nearly double 
expenditures in Manitoba or Alberta, which have . 
each approximately the same population. To some 
extent this may be explained by the higher costs 
arising from the nature of the country, and from 
higher salaries necessary in order to develop a 
competent Civil Service in step with the rapid 
expansion of the Province, but the 10 per cent 
increase in these expenditures between 1930 and 
1937: compares with a 4 per cent decrease in 
expenditures on general government by all Cana- 
dian governments over the same period. 


Summary 


British Columbia’s high provincial income com- 
bined with its high rates of taxation yields a very 
much larger than average government revenue, and 
have made possible the provision of government 
services of superior standard. To an important 
extent, however, the Province has been living on 
its capital, and it can scarcely be expected that the 
fortuitous coincidence of economic events of the last 
two decades which proved so stimulating and advan- 
tageous to British Columbia will be repeated. The 
necessity for amortizing debt incurred for develop- 
mental projects, and particularly for those such as 
the Pacific Great Eastern which have already proved 
ill-advised and unproductive, before the best of the 
resources are exhausted, is clear. Equally impor- 
tant is the most economic utilization of the remain- 
ing resources, and the development of ways and 
means of strengthening the economy for the future. 
The high and apparently rigid character of govern- 
mental overhead costs will be a serious liability 
when resources are depleted, particularly as the 
present revenue system, which has been so strikingly 
productive in recent years, would in these circum- 
stances be seriously crippled. However, in the 
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meantime British Columbia residents have the 
advantage of better education and better communal 
services than has the average Canadian citizen, and 
they have shown a willingness to maintain these 
standards by submitting to higher than average 
taxation. 


5. THE ContTRAST: CONFEDERATION AND TODAY 


Within the brief compass of the preceding 
chapters we have attempted to portray the signifi- 
cant economic, financial, political and social changes 
which constitute the background of the present 
problems of Dominion-provincial relations and 
public finance. To obtain a proper understanding 
of those problems we have found it necessary to 
survey the history of Confederation, and to analyse 
the factors which have determined the course of 
Canadian development and have made Canada 
what it is to-day. We have outlined the forces 
which brought about Confederation, the federal 
distribution of financial powers and responsibilities 
which was set up in 1867, and the political and 
economic objectives of the new self-governing 


Taste 105—Tur Growry or GovERNMENT EXPENDITURES SINCE CONFEDERATION AND THE INCREASING SHARE 
BorRNE BY THE PROVINCES AND MUNICIPALITIES 


(Millions of Dollars ) 


‘cate exchange economy; 


British Dominion in North America. We have 
described, with particular reference to the working 
of the federal fiscal system, how, within that 
political framework, the isolated regions and pockets 
of settlement with a population of less than three 
and a half millions have grown into an integrated 
transcontinental economy with a population of 
eleven millions; how small towns and cities have 
grown into large urban concentrations and great 
metropolitan centres; how the self-sufficiency of the 
household and the family has been superseded by 
highly specialized activities which are closely 
dependent upon the smooth operation of an intri- 
how the meagre but 
relatively stable incomes have risen to support a 
much higher but more precarious standard of 
living; and finally how the philosophy of govern- 
ment has changed from one of laissez-faire to one 
of increasing interference with a view to improving 
economic and social conditions. These far-reaching 
changes have had a profound effect upon public 
finance, and particularly upon that of our federal 
system. 


ty Percentage 
Total® Dominion Provinces Municipalities of Dominion to 
NE the Total 
1874 1937 1874 1937 1874 1937 1874 1937 1874 1937 
“| n TgT TAE 
DEH OOe A ATCO ls Aunt 6 ava marks sptelatele aa. 6.6 | 271.3 5.4] 167.0 0.6 50.9 1.8 54 8 82 62 
National Defence and War Pensions........ 1.3 88.0 1.3 88.0 —_— — — — 100 100 
Public Welfare— 
Belt eE Ye L014 ben iii thy Scite te oy oie Ah avadavaneunne — 126.6 _ 66.1 — 42.9 — 17.6 — 52 
Ber eres beter te UN Us col orl colte des al Bb 1.4 | 124.4 0.2 43.8 0.7 45.0 0.5 35.6 14 35 
PCAUCALIOMMH eae deities eine tiie eo Lia let eye's 3.0 108.9 — — 1.4 32\1 1.6 76.5 — — 
Highways and Transportation.............. 5.4 73.8 2.8 18.0 1.2 25.2 1.4 30.6 52 24 
Highways and Transportation (including 
debt charges) ee Gute PUI el, (9.8) | (240.4) (7.2) | (143.0) (1.2) | (51.6) | (1-4) (45 .8) (73) (59) 
Public Domain and Agriculture............ 1.6 38.5 0.9 17.9 0.7 20.6 —_ — 56 46 
General Government and Miscellaneous..... 12.6 | 164.6 6.0 56.2 3.9 41.8 2.7 66.9 48 34 
Subsidies to'Provinces.)34)5)).0.Wde seen —_— — 3.8 21/2 — —_ — — = — 
8 DSA AOI apts FN 31.9 | 996.1 20.4 | 478.2 7.3 | 258.5 8.0 | 282.0 64 
Total Expenditures Per Capita, $........... 8.19 89 .58 5.24 438.00 1.87, 23.25 2.05, 25.36, — —_ 
Percentage of Total Expenditures to the 
Nationslaincome sie ee eee ene 9% 26% 6% 12% 2% 7% 2% 7% — — 


)Less Duplications. 
(>) Estimated. 
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The revolutionary change since Confederation in 
the economic and social role of government is 
strikingly illustrated in Table 105 above. Between 
1874 and 1937 total per capita government expendi- 
tures increased by eleven times. The portion of the 
national income spent by governments rose from 
less than one-tenth to more than one-fourth of the 
total. The collective efforts to promote economic 
development and the collective assumption of the 
responsibility for the alleviation of individual dis- 
tress and for the provision of rising standards of 
public welfare and education have come to play an 
immensely important part in the economic affairs 
of the country—a part which could hardly have 
been envisaged at the time of Confederation and 
provided for in the framing of the constitution. 
The amounts expended to promote economic 
development, added to debt charges arising out of 
war and deficits, have risen from $14 million to 
$384 million. The cost of education and public 
welfare rose from the almost negligible figure of 
$4 million to $360 million. Such increases would 
in any case have created difficult problems for public 
finance, but under the federal system these difficul- 
ties were greatly enhanced. The division of powers 


and responsibilities devised at Confederation wasi/ 


made on the basis of conditions existing at the time. 
The Federal Government was charged with the 
responsibilities which were then national in scope— 
of which defence and economic development were 
the most important—and the provinces and their 
municipalities with responsibilities which were then 
predominantly local in nature, including education, 
public welfare and local works. The growth in 
government expenditures and functions has not 
fitted the simple pattern which was set up in 1867. 
Government responsibilities which were formerly 
of purely local significance have become national in 
character. 
commitments for economic development. 
invention of the motor vehicle has added heavy 
burdens to provincial expenditures on transporta- 
tion. A number of essential or important public 


welfare services which have remained as primary. 


obligations of local governments can now be pro- 
vided efficiently only on a national basis. The 
provinces, which at the time of Confederation were 
not expected to incur any sizeable debts, had by 
1937 assumed debt charges which absorbed over 
one-fifth of their current revenues. Public welfare, 
the outlay upon which was negligible in 1874, took 
more than one-third of the provincial revenues in 
1937. Thus, expenditures which were virtually non- 
existent at Confederation absorbed nearly 60 per 


The provinces have assumed heavy v 
Thev 
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cent of total provincial receipts on current account / 
in 1937. The development of these expenditures 
by the provinces in addition to the share supported 
by their municipalities has greatly altered the rela- 
tive importance of the different layers of government 
in our federal system. The share of the total costs 
of government borne by the Dominion, which 
possessed the broadest base of taxation, fell from 
two-thirds to less than one-half. Furthermore, an 
important part of the Dominion’s outlay at the 
present time, namely for relief and old age pensions, 
is actually expended by the provinces. 

The increase in revenues required to support the 
immense rise in government expenditures has placed 
a heavy strain on the constitutional division of 
powers adopted at Confederation. The revenue 
sources used in 1874 (of which customs and excise 
collected by the Dominion made up two-thirds of 
the total), provided only one-half of all government 
receipts in 1937 including the taxes on real estate 
which have continued to support virtually the 
whole of the great increase in municipal services. 
The Dominion, which in 1874 depended almost 
entirely on the essentially national revenue sources 
of customs duties and excises on a few luxuries, 
has expanded its income mainly by a heavy impost 
on general consumption, by levies on corporations 
and by the taxation of personal net incomes. The 
provinces, which at Confederation were given power 
to levy direct taxation, but were expected to rely 
on the fixed federal subsidies, and on receipts from 
public domain and from various licences and fees, 
obtained less than one-fourth of their income from 
these sources in 1937. The unconditional federal 
subsidies comprised nearly two-thirds of total 
provincial revenues in 1874 and less than one-tenth 
in 1937. The great bulk of the present provincial 
revenues is collected from sources which have been 
interpreted as falling under provincial jurisdiction 
but which could hardly, if at all, have been 
envisaged at Confederation. Some of these sources 
are directly competitive with those employed by the 
Dominion; many of the others constitute onerous 
or uneconomic levies on consumption and the costs 
of production. With the joint occupation of the 
field of direct taxes, neither the Dominion nor the 
provinces nor both together have been able to 
employ the progressive taxes to the extent which is 
economically and socially desirable. 

It is clear that the present situation in Canadian 
public finance represents a wide departure from the 
conception of the Fathers of Confederation and 
from the spirit of the financial settlement which 
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TABLE 106.—GrowTH oF GovERNMENT REVENUES SINCE CONFEDERATION 
(Millions of Dollars) 


All Government 


Total® Dominion Provinces Municipalities Percentage to 
— Total Revenues 
1874 1937 1874 1937 1874 1937 1874 1937 1874 1937 
Revenue from Sources used at Confederation— {b) 
GUSPOMIS see SUN ey Ta RDEN OE sy cre Aegean 14.4) 112.1 14.4} 112.1 — — — — 46 11 
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Licences, Permits and Fees............ tie? 21.9 —- 2.5 0.7 8.9 0.5 10.5 4 2 
Taxes on Real Property............... 645 | ' 250.8 — ai == 5.9 6.5 | 244.9 21 25 
Miscellaneous cui) tauy actanie stars a 1.6 389.1 0.4 10.2 0.1 3.3 1.0 27.0 5 5 
so, 04 50a Wha): UUM ER RVR OR A ALNA 31.0 | 499.5 20.8 | 179.3 2.2 39.2 8.0 | 282.4 100 50 
Revenue from Sources Developed since Con- 
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Sales Wares] k. Pe MOE Weer RU MN — 144.4 _ 138.1 — 1.9 — 4.4 —— 15 
Gasoline Taxes and Automobile Licences} — 64.8 — = — 64.8 — — — 6 
Bicwton Controle ser ova capers eae — 29.8 — = — 29.8 — — —_ 3 
Manufacturers Taxes................. — Wigiae — 17.2 — a — — oe 2 
Amusement Taxes.........00 00000500 —_ 2.8 _ a — 2.8 oo a ait = 
Miscellaneous: axes...) Vaccines — 80.8 — 7.4 —— 3.1 — 20.4 —_ 3 
Corporation LANES li. ave cetera elle at —— 105.7 Cp Vinr — 34.0 — —- — 11 
Income Taxes on Persons.............. — 64.4 me 50.6 — TD — 1.9 — 6 
PICCERBION) LOUTIES). oF aluery oles alas a ateleen — 35.8 — —= — 35.8 — —_ — 4 
Subs Mo tal pew c ae aie aaa — 495.7 — 285 .0 — 184.1 — 26.7 — 50 
Total Revenues Raised by Each Class of 
Government ial orale tahe ree oelakce 31.0 | 995.2 20.8 | 464.3 22/5, 22303 8.0] 309.1 100 100 
Federal Subsidies to the Provinces.......... —— — —_ —_— 3.8 2122 - — —_ = 
GRAIN OT A Laila Oui) citiste owe ruta b 31.0} 995.2 20.8 | 464.3 6.0 | 244.5 8.0} 309.1 100 100 
Percentage of Revenue Raised by each Class Nh ih lyr 
of Government to Total............... 100%} 100% 67% 47% 7% 22% 26% 31%| — — 


)T.ess Duplications. 
(>) Estimated. 


they devised. Costly government responsibilities 
which have become national in scope are being 
supported by regional and local revenues. Revenue 
sources which have become national in character 
are being employed by regional and local govern- 
ments to the complete or partial exclusion of the 
central authority. We have seen that the efficient 
administration of the functions of government 
under present day conditions requires some redis- 


tribution of the functions as between the Dominion 
and the provinces. In the same way, if the growing 
waste and inequities in taxation are to be avoided, 
a better allocation of taxing powers and responsi- 
bilities is imperative. A third essential step will 
be to adjust the revenue sources to the functions 
so as to ensure that every unit of government 
will be financially able to meet its recognized 
responsibilities. 


J 
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The fifth Dominion enactment to be held ultra 
yires by the Privy Council in 1937 was the Natural 
Products Marketing Act. It provided for regula- 
ion of the marketing and distribution of natural 
products by a Dominion Marketing Board. The 
ard was given power, under certain conditions, 
determine the time and place of and the agency 
for marketing as well as the quantity, quality and 
rade of any natural product which was to be 
allowed to be marketed at any time. The Act 
yas to be applicable to a particular natural product 
only when the principal market for it lay outside 
he province of production or when some portion 
it went into export trade. When these condi- 
ms were satisfied, the regulations contemplated 
y the Act were applicable to all marketing trans- 
tions in the particular product, including those 
which were finally completed within the province 
of production. In other words, the Act was 
applicable to some portion of purely intra- 
provincial trade as well as to interprovincial and 
export trade. 

The Privy Council found this measure to be 
beyond the power of the Dominion Parliament 
because the federal power to regulate trade and 
nmerce under section 91 (2) did not extend to 
regulation of trading transactions completed 
in a single province.19 This ruling confirmed 
flier decisions on the meaning of the phrase, 
egulation of trade and commerce”. Whatever 
- exact scope, it was confined to interprovincial 
international aspects of trade. According to 
ings of the Privy Council, it does not justify 
regulation of the financial practices of insur- 
companies,29 nor general regulation of the 
n trade21 through a system of licences. It 
not cover prohibition of trade combinations 
regulation of the supply and price of the 
sessaries of life.22 Nor do compulsory provi- 
ms for investigating industrial disputes come 
within its terms.23 

In each of these Dominion attempts at economic 
lation just referred to, the common defect was 
each involved an interference with trades and 
isinesses carried on within a single province and 
was not applicable merely to interprovincial or 
nternational aspects of trade and commerce. 


19 Attorney-General of British Columbia v. Attorney-General 
Canada, [1937] A.C. 377. 
20 Attorney-General of Canada v. Attorney-General of Alberta, 
(1 A.C. 588; Attorney-General of Quebec v. Attorney-General 
ada, [1932] A.C. 41. 


Rew v. Manitoba Grain Co., [1922] 2 W.W.R. 113; The 
Eastern Terminal Elevator Co., [1925] S.C.R. 434. 


*2In re Board of Commerce Act, [1922] 1 A.C. 191. 
Toronto Electric Commissioners v. Snider, [1925] A.C. 396. 


Although the exact scope of the phrase “regula- 
tion of trade and commerce” is not yet clear, it is 
settled that it does not cover the regulation of 
purely provincial trades, businesses and business 
transactions. Power to establish such regulations 
belongs exclusively to the provinces.24 On the 
other hand, it is equally clear that the provinces 
have no power to regulate interprovincial and 
export trade.25 The Privy Council ruling of 1937 
holding the Dominion Natural Products Marketing 
Act invalid emphasized again the fact that the 
power to regulate economic life is divided between 
the provinces and the Dominion, and that neither 
one can encroach upon the sphere of the other. 

It should be pointed out by way of caution, 
however, that the Dominion, relying on other heads 
of section 91, has a considerable power of economic 
regulation. It has some power of control over the 
operations of companies with Dominion charters 
which are, in substance, its own creatures and, 
therefore, in some degree, subject to its supervision. 
By use of its power to declare local works to be for 
the general advantage of Canada, it has been able 
to exercise effective control over the grain trade.26 
As was confirmed by the Privy Council in one of 
the references concerning the social legislation of 
1935 which is not specifically discussed here, the 
Dominion Parliament, under its power to enact 
the criminal law, has power to prohibit economic 
practices (e.g. certain kinds of trade combinations), 
provided the courts are satisfied that Parliament 
has acted in good faith in stigmatizing them as 
criminal offences and is not “using the criminal 
law as a pretence or pretext” to encroach upon 
provincial powers.2* Under other specific powers, 
the Dominion has extensive control over banks 
and monetary matters, bankruptcy, railway and air 
transportation, shipping and interprovincial com- 
munications.28 In other fields and other circum- 

24 Shannon et al. v. Lower Mainland Dairy Products Board, 
[1938] A.C. 708. 


25 Lawson v. Interior Tree Fruit and Vegetable Committee, 
[1931] 2 D.L.R. 193; In re Grain Marketing Act, [1931] 2 W.W.R. 
146. 


26 This power of the Dominion which is derived from the 
exception to s. 92 (10) was employed to declare all the grain 
elevators used in the western grain trade to be works for the 
general advantage of Canada. The validity of this use of the 
device has not yet been considered by the Privy Council but it 
is supported by the high authority of Duff, C.J., who suggested 
it as a means of establishing Dominion control over the grain 
trade. See The King v. Hastern Terminal Elevator Co., (1925) 
8.C.R. 434 at p. 448. 

27Tt is difficult to state exactly the scope of the Dominion 
power to make criminal law. Compare In re Board of Commerce 
Act, [1922] 1 A.C. 191 with Proprietary Articles Trade Associa- 
tion v. Attorney-General of Canada, [1931] A.C. 310. The latter 
decision is confirmed by the Reference re section 498A of the 
Criminal Code, [1937] A.C. 368 and it is believed that the 
statement in the text sums up the law as accurately as it can be 
stated at present. : 

28 The extent of Dominion power over these topics depends 
upon the enumerated heads of s. 91. 


the Dominion cannot give effect to treaties which 
it alone has power to negotiate. The second 
proposition established by this decision is also 
involved in the decision on another of these statutes, 
the Employment and Social Insurance Act, and can 
be most conveniently discussed along with it. 


The Employment and Social Insurance Act 
provided for a nation-wide system of unemploy- 
ment insurance in specified industries to be 
supported, in part, by compulsory contributions of 
employers and employees and, in part, by contribu- 
tions from the Federal Government. Such a scheme, 
the Privy Council held, was beyond the powers of 
the Federal Parliament to enact because it affected 
“Property and Civil Rights in the Province’.12 
The argument that unemployment was a national 
evil, justifying national action under the “peace, 
order and good government” clause of section 91 
was met by reference to a line of decisions holding 
that this clause of section 91 conferred on the 
Dominion an emergency power only. 


In the interval between 1896 and 1937, Lord 
Watson’s remark in the Local Prohibition Case that 
“some matters in their origin local and provincial 
might attain such dimensions as to affect the body 
politic of the Dominion and to justify the Cana- 
dian Parliament in passing laws for their regula- 
tion . . .” under the general clause of section 91 
had been explained in several cases. In substance, 
these cases had decided that, during the stress of 
a severe crisis like the War of 1914-18, the Dominion 
Parliament had power to fix the prices of commodi- 
ties and to regulate comprehensively other aspects 
of Canadian economic life under the “peace, order 
and good government”’ clause!3 but that as soon 
as the crisis was overcome, the power to impose 
such regulations evaporated.t4 Other decisions had 
emphasized the emergency nature of the general 
clause of section 91.15 The two decisions of 1937 
now being reviewed made it finally clear that this 
general power was operative only in temporary and 
overwhelming emergencies such as war, pestilence 
or famine.16 


12 Attorney-General of Canada y. Attorney-General of Ontario, 
[1937] A.C. 355. 


13 Fort Frances Pulp and Paper Company yv. Manitoba Free 
Press, [1923] A.C. 696. 


14 Jn re Board of Commerce Act, [1922] 1 A.C, 191. 


15 .g., see Toronto Electric Commissioners v. Snider, [1925] 
A.C. 396 at p. 412. 


16 Under normal conditions, only a few matters of minor 
importance, not significant for present purposes, have been held 
to come within the scope of the general power in s. 91. For a list 
of these, see Plaxton, Canadian Constitutional Decisions of the 
Judicial Committee, 1930-1939, p. XXXII. (All important consti- 
tutional decisions in this period are included in this volume.) 
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The Canadian dilemma over-social legislation wa 
thus sharply outlined. The constitution forbids thi 
Dominion to establish uniform labour legislatiorx 
of general application and, despite the unrestrictec 
taxing powers of the Dominion, the possibility o 
framing any contributory social insurance schem« 
of nation-wide extent which could be validh 
enacted by the Dominion, is open to the graves 
doubt. 

Temporary evils of great magnitude may br 
grappled with by Dominion legislation under thi 
general clause of section 91 but an enduring anc 
deep-rooted social malaise, which requires th 
mobilizing of efforts on a nation-wide scale to dea 
with it, is beyond the power of the Dominior 
unless it is comprised in the enumerated heads o 
section 91. Generally, therefore, the power to dea 
with these pressing social questions rests with thi 
provinces. But this makes it very difficult to securi 
the uniformity of standards which are desirable i 
many kinds of social legislation. Moreover, thi 
provinces are limited in their access to revenue 
by the financial settlement of 1867 (and in practic 
by Dominion taxation in the same fields) and many 
of them are unable to carry the financial burder 
involved. 

Of course, these difficulties had been encountere¢ 
in practice long before the Privy Council decision)’ 
of 1937. Over a period of twenty-five years 
several attempts have been made to overcome then 
by the method of Dominion conditional grants o 
financial assistance to the provinces. In variou 
matters where uniform governmental action wai 
deemed desirable in the national interest, thi 
Dominion has made grants available to the prov 
inces for special purposes on condition that thi 
province undertake the work and maintain certai1 
standards, designed to secure a fair degree o 
uniformity across the country.17 The Dominior 
has tried to secure sufficient control over thi 
administration of the particular activity by thi 
provinces to enforce the maintenance of the desire 
standards. This has involved very substantia: 
efforts in administrative co-operation between thr 
provinces and the Dominion. The results obtainec 
from this co-operation are far from reassuring.1! 
The experience gained from these efforts will bi 
discussed later. | 


17 For an account of these grants see Wilfrid Eggleston ant 
C. T. Kraft, Dominion-Provincial Subsidies and Grants (mimeo 
graphed), pp. 35ff. The constitutional validity of such grant 
is not entirely beyond doubt. Attorney-General of Canada ¥ 
Attorney-General of Ontario, [1937] A.C. 355 at p. 366. nt 


18 For a discussion of the working of the administrativ 
relationships involved in these grants, see Appendix 7—J. A 
Corry, Difficulties of Divided Jurisdiction, Ch. V1; cf. Egglestor 
and Kraft, op. cit. 


_ The Dominion power under section 91 (2) 
“regulation of trade and commerce” has received 
a restricted interpretation, improving on the limita- 
tions suggested in Citizens’ Insurance Company v. 
Parsons? in 1882 until, in 1925, the Privy Council 
questioned whether it was operative at all as an 
independent source of legislative power.4 More 
recent decisions show that it has some scope® but 
the narrow meaning given to it limits severely the 
power which it confers on the Dominion to regulate 
economic life. 

_ The trend of interpretation, therefore, has been 
favourable to provincial power. However, between 
1930 and 1932, the Privy Council handed down 
several decisions upholding Dominion legislation in 
a manner which seemed to involve qualifications 
‘on some of their earlier pronouncements® and, at 
‘the same time, to countenance freer and looser 
‘interpretation of the British North America Act 
‘than had hitherto been adopted.? Some regarded 
‘these decisions as marking a reversal of the trend 
of decision and a new emphasis on the scope and 
i agnitude of Dominion powers. But this reversal 
‘of trend by the Privy Council, if reversal it was, 
turned out to be merely temporary, as its adverse 
ecision in 1937 on a number of Dominion 
easures, commonly known as the Bennett “New 
Deal”, clearly showed. 

_ These decisions of 1937 scarcely came as a 
‘surprise but they served to underline again the 
wide scope of provincial powers and responsibilities 
in modern economic and social legislation. When 
related to the limitations on the taxing powers of 
‘the provinces under the British North America Act 
nd the wide disparities in the yield of revenue 
ources in the different provinces, they placed the 
crisis which had been gathering in Canadian public 
finance in clear relief. In a sense, it may be said 
at these decisions framed the Commission’s terms 
f reference and it is both appropriate and revealing 
at this discussion of the constitutional position 
oday should revolve around them. With some 
eference to earlier decisions on particular points, 
. discussion of these cases illustrates the division 
f legislative power between the provinces and the 
‘Dominion in relation to the urgent issues of the 
present day. 

¥ 8 See pp. 32-34 for these suggested limitations. 


4Toronto Electric Commissioners v. Snider, [1925] A.C. 396 


t p. 410. 

5 Proprietary Articles Trade Association vy. Attorney-General 

Canada, [1931] A.C. 310 at p. 326; Attorney-General of Ontario 

. Attorney-General of Canada, [1937] A.C. 405. 

6 Proprietary Articles Trade Association v. Attorney-General 

Canada, [1931] A.C. 310; In re Regulation of Aeronautics, 
G } A.C. 54; In re Regulation of Radio Communication, [1932] 

.C. 304. 

i 7 See Edwards v. Attorney-General of Canada, [1930] A.C. 124. 


In 19386 the constitutional validity of eight 
Dominion enactments was referred to the Privy 
Council and their decisions on them were rendered 
early in 1937.8 The validity of two of these 
statutes was upheld in full,9 and of one of them, 
in part.19 These three statutes are not highly 
important for our purposes and they need not be 
discussed in detail. But the nature and the fate 
of the remaining five require careful consideration. 

Three of the remaining five enactments, the 
Weekly Day of Rest wn Industrial Undertakings 
Act, the Minimum Wages Act and the Limitation 
of Hours of Work Act, established, as their titles 
indicate, nation-wide standards for minimum wages 
and maximum hours of weekly work. They were 
enacted by Parliament pursuant to obligations 
assumed by the Dominion under conventions of 
the International Labour Organization and were 
thus, in substance, in fulfilment of treaty obliga- 
tions of Canada. All three were held by the Privy 
Council to affect “Property and Civil Rights in the 
Province’ and, therefore, to be beyond the powers 
of the Dominion Parliament to enact.11 

Apart from the fact that the decision on these 
statutes denied the power of the Dominion to set 
up nation-wide standards of labour legislation, it 
established two general propositions of great signifi- 
cance. First, it interpreted section 132 of the 
British North America Act which empowers the 
Dominion Parliament to implement “the Obliga- 
tions of Canada or of any Province thereof, as 
Part of the British Empire, toward Foreign 
Countries arising under ‘Treaties between the 
Empire and such Foreign Countries.” It held that the 
power of the Dominion under section 132 apples 
only to “British Empire treaties” negotiated by the 
Imperial Executive where the treaty obligations 
involved are assumed by Canada as part of the 
British Empire. In international treaties which the 
Dominion negotiates in its own right as an inde- 
pendent political unit, the power of the Dominion 
to implement the treaty by legislation depends 
entirely on whether the subject matter of the treaty 
falls within section 91 or section 92. That is to 
say, in view of the broad interpretation given to 
section 92, there are a number of matters on which 


8 For a full discussion of these decisions, see the symposium 
by a number of leading constitutional authorities in [1937] 15 
Canadian Bar Review, 401-507. 

® Reference re Section 498A of the Criminal Code, [1937] A.C. 
868; Reference re Farmers’ Creditors Arrangement Act, [1937] 
A.C. 391. 

10 Reference re Dominion Trade & Industry Commission, 
[1937] A.C. 405. 

11 These three enactments were dealt with in a single opinion. 
See Attorney-General of Canada v. Attorney-General of Ontario, 
{1937] A.C. 326. 


CHAPTER [LX 


THE CONSTITUTION 


In an earlier chapter the significant decisions on 
the meaning of the British North America Act 
given by the Privy Council before 1896 were briefly 
considered and their bearing on the future inter- 
pretation of the constitution was pointed out.1 
Between 1896 and the present the Privy Council 
has decided well over one hundred cases which 
involved the interpretation of various provisions of 
the British North America Act. Some of these 
cases dealt with matters of very minor importance 
but the vast majority of them have been woven 
into the texture of the constitution. An accurate 
and complete statement of what the constitution 
is at the present day must analyze these cases, 
considering the scope of the decisions and the 
qualifications, express or implied, imposed by later 
decisions on earlier ones. Such a minute examina- 
tion is beyond the scope of this Report and would 
involve a lengthy excursion into constitutional 
niceties, of interest mainly to specialists. 

But the interpretations of the Privy Council 
have marked out the limits of the legislative power 
of the Dominion and the provinces. Among other 
things, they have determined the scope of provincial 
taxing powers. In these ways the decisions of the 
Privy Council have fixed both the responsibility 
for carrying out new functions which it is con- 
sidered desirable for governments to undertake and 
the limits of the revenue sources available to the 
province for financing its activities. In working 
within this framework to meet mounting demands 
for governmental action, many new aspects of 
Dominion-provincial relations have emerged. The 
interpretation of the constitution in relation to 
twentieth century demands has helped to shape 
the present financial relationships between the 
Dominion and the provinces and has led to the 
adoption of several expedients involving co-opera- 
tive action by the Dominion and the provinces. 
These co-operative ventures have, in turn, compli- 
cated the relationships which the Commission is 
required, by its terms of reference, to examine. 

Accordingly, a survey of the constitutional 
development is necessary for the understanding of 
present problems. It is also important to see how 
the provinces and the Dominion were forced into 


1See pp. 30 ff. 
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these co-operative ventures and to appreciate the 
inherent difficulties which they involve. A _ short 
survey of constitutional developments cannot hope 
to deal adequately with many constitutional com- 
plexities. An attempt to state briefly how the 
constitution allots responsibility for dealing with 
the problems which absorb the attention of legis- 
latures today must speak in general terms without 
exhaustive reference to the legal decisions in which 
these matters have been explained. It cannot state 
all the qualifications to which any general proposi- 
tion is subject nor grapple with the obscurities 
which still undoubtedly exist. What follows is a 
summary of those aspects of the constitution 
relevant to the inquiry conducted by the Commis- 
sion and not a full exposition of constitutional law. 


The Restrictive Interpretation of Section 91 


In its interpretation of the British North America 
Act in the last forty years, the Privy Council has 
adhered to the general rule of construction laid 
down by Lord Watson in the Local Prohibition 
Case2 in 1896 which accorded Dominion legislation 
under the enumerated heads of section 91 primacy 
over the provincial powers set out in section 92 but 
denied this primacy to the general clause of section 
91 which gave the Dominion power to make laws 
for the “peace, order and good government of 
Canada”. This rule of construction, coupled with 
a broad interpretation of the general expression 
“property and civil rights in the province”, con- 
tained in section 92, has given a narrow application 
to the so-called residuary clause in section 91. 
Accordingly, with rare exceptions, if a proposed 
piece of Dominion legislation does not fall within 
the specific enumerations of section 91, it is beyond 
the enacting power of the Dominion and within 
the powers of the separate provinces. That is to 
say, most of the novel legislation of our day, which 
is not of a type actually contemplated and expressly 
provided for by the framers of the British North 
America Act, must be enacted, if at all, by the 
provinces. There is much truth, as well as some 
exaggeration, in the contention that the “property 
and civil rights” clause has become the real residu- 
ary clause of the constitution. 


2 See p. 58 for a discussion of this case. 
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stances, however, it cannot go beyond regulation 
of the interprovincial and international manifesta- 
tions of business activity. 

While the desirability of the sweeping kind of 
regulation contemplated by the Natural Products 
Marketing Act is the subject of considerable 
controversy, the pronouncement of its invalidity 
by the Privy Council confirmed earlier doubts 
about the validity of several much less drastic 
Dominion measures relating to marketing,29 which 
were generally agreed to be desirable. Several 
Dominion statutes had set up compulsory grading 
legislation on a nation-wide scale for a variety of 
natural products. From time to time, most of the 
provinces had sought to cure any possible constitu- 
tional defects of these Dominion enactments by 
enabling legislation designed to authorize the 
Dominion to impose its grading regulations on 
purely provincial transactions.9 In 1935 and 1936, 
several provincial Courts of Appeal held that this 
enabling provincial legislation, in the form in which 
it came before them, was invalid, being an uncon- 
stitutional delegation of power to the Dominion.31 

The delegation of power by a province to the 
Dominion and vice versa would be a useful device 
for overcoming, in practice, the difficulties which 
arise from the division between the provinces and 
the Dominion of legislative power over many 
complex economic activities. Unified control and 
administration in the hands of a single govern- 
ment is sometimes desirable but it is very doubtful 
whether, as the constitution stands at present, the 
delegation of legislative power is constitutionally 
possible.?2 

Such a power of delegation would give the 
constitution a flexibility which might be very 
desirable. With the present degree of economic 
integration on a national scale, it is extremely 
difficult for either the Dominion or a province to 
frame legislation which will deal separately and 
effectively with the local or with the interprovincial 
aspects of business activity, as the case may be. 
When natural products are assembled for national 
or international markets and the manufacturing 
and distributive trades operate on a nation-wide or 
international scale, most of the large important 
trades and businesses are engaged at the same 
moment in both intra-provincial and extra-pro- 


29 E.g., see Rex v. Collins, [1926] 59 O.L.R. 453. 

80 For an account of the nature of this provincial legislation, 
see Appendix 7—J. A. Corry, Difficulties of Divided Jurisdiction, 
pp. 13-16. 

31 Rea v. Zaslavsky, [1935] 3, D.L.R. 788; Rew v. Brodsky, 
[1936] 1 D.L.R. 578; Reg v. Thorsby Traders Ltd., [1936] 1 D.L.R. 
592 


82 Bor a discussion of the constitutional validity of the 
delegation of legislative power, see Appendix 7—J. A. Corry, 
Difficulties of Divided Jurisdiction, p. 37ff. 
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vincial activities. These activities are so inter- 
twined that it is difficult to isolate purely intra- 
provincial activities so as to apply provincial 
regulations to them and equally difficult to select 
the interprovincial activities and foreign activities 
which are subject solely to federal regulation. 

For example, the grading of natural products, in 
order to serve its purpose, should be done when 
the product passes from the producer into the 
hands of the dealer, but it is frequently impossible 
at that stage to tell whether the particular lot of 
produce is destined for intra-provincial or for 
interprovincial or export trade and, therefore, 
impossible to say whether provincial or federal 
regulations should be applied. In the absence of 
a power to delegate legislative authority and 
control to a single government in such situations, 
the only alternative where comprehensive regula- 
tion seems desirable is a scheme of joint Dominion 
and provincial legislation and administration. For 
reasons which are noted later, such schemes have 
inherent weaknesses which can be avoided by 
delegation of legislative power to a single 
authority.33 

Several situations have arisen where regulation 
is admittedly necessary but the constitution 
divides the power of regulation between the prov- 
inces and the Dominion. The case of the marketing 
of natural products has already been noted. The 
fact that the ownership of inland fisheries goes 
with the public domain to the provinces while the 
Dominion has the ownership of the seacoast 
fisheries and the full power of regulation over all 
fisheries34 has caused some confusion. The 
Dominion has power to enact compulsory legis- 
lation concerning industrial disputes in industries 
over which it has a comprehensive general power 
of regulation, such as interprovincial railways. 
The provinces have power generally to legislate 
respecting industrial disputes and, therefore, situa- 
tions may arise where two or more governments are 
concerned in the settlement of a dispute.35 In 
each of these cases, efforts have been made in the 
past to surmount the difficulties by delegation of 
power but they are now either embarrassed or being 
abandoned owing to the dubious constitutionality 
of the device. 


88 See Book II, Sec. A, Ch. V, Pt. 2. 

34 The Fisheries Case, [1898] A.C. 700; Attorney-General of 
British Columbia v. Attorney-General of Canada, [1914] A.C. 153. 
The division of jurisdiction in the Province of Quebec is some- 
what different from that in other provinces. See Attorney- 
General of Canada y. Attorney-General of Quebec, [1921] A.C. 413. 
ae hen discussion and recommendations, see Book II, Sec. A, 

: Meets: 


85 For further discussion and recommendations, see Book II, 
Sec. A, Ch. II. ; 
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Power to regulate the financial practices of 
insurance companies does not belong exclusively 
either to the Dominion or to the provinces. The 
Dominion has power to regulate companies with 
a Dominion charter. The Dominion also exercises 
supervision over British and foreign insurance 
companies doing business in Canada. The consti- 
tutionality of this practice is not beyond doubt.36 
On the other hand, the provinces have the power 
to regulate the activities of all insurance companies 
carrying on business within the province.37 As a 
result, separate and overlapping systems of 
Dominion and provincial supervision have grown 
up causing duplication of government machinery 
and unnecessary expense and inconvenience to 
insurance companies.38 

By way of summary then, the constitution as 
it stands today divides the power of regulating 
economic activity between the provinces and the 
Dominion. A great deal of the business activity 
of today is national in its scope and cannot be 
easily divided into intra-provincial and _ extra- 
provincial aspects for the purpose of regulation 
which may seem desirable. ‘The delegation of 
legislative power by a province to the Dominion 
and vice versa, which would make possible a unified 
authority without any drastic amendments of the 
constitution increasing the power of the Dominion, 
is of doubtful constitutionality. Furthermore, the 
present division of legislative power under the 
constitution throws the main burden of modern 
social legislation on the provinces. The support 
of such legislation has become one of the heaviest 
financial charges which governments are obliged to 
meet. The division of taxing powers which gives 
the Dominion unlimited access to sources of 
revenue and restricts the provinces to a limited 
number of sources is discussed elsewhere.39 The 
scope of the provincial power of taxation as 
explained by Privy Council must be considered 
briefly here. 


Interpretation of Provincial Taxing Powers 


Section 92 (2) gives the provinces power to levy 
“direct taxation within the province”. Also, under 
section 92 (9) “shop, saloon, tavern, auctioneer 
and other licences” may be imposed for the purpose 


86 Dominion legislation affecting these companies was held 
ultra vires by the Privy Council in 1932. See Attorney-General 
of Quebec v. Attorney-General of Canada [1932] AC. 41. Follow- 
ing this decision, Parliament amended the legislation and the 
courts have not yet passed on it in its amended form. 
leat Attorney-General of Ontario v. Reciprocal Insurers, [1924] 

CC. 328. 

88 See Appendix 7—J. A. Corry, Difficulties of Divided Juris- 
diction, Chapter II. For further discussion and recommendations, 
see Book II, Sec. A, Ch. IV, Pt. 4. 


89 See pp. 40-46. 


of raising revenue. The scope of section 92 (9) is 
not yet entirely clear. It is not entirely certain 
whether indirect as well as direct taxation is 
authorized under this head nor whether licences 
may be imposed on any kind of business activity 
or only on a limited genus of which those specifically 
mentioned are examples.49 It is not highly 
important for purposes of this chapter because the 
great source of provincial revenues is direct taxa- 
tion under section 92 (2). But if our reeommenda- 
tions (made in Book II) for the transfer of taxes 
are implemented, it would be very important that 
the scope of the power to raise revenue by licence 
fees should be clearly defined. 


In an earlier chapter the criterion of direct 
taxation adopted by the Privy Council was dis- 
cussed.41 The rule laid down in the case of Bank 
of Toronto v. Lambe in 1887 that “a direct tax is 
one which is demanded from the very persons who 
it is intended or desired should pay it” has been 
explained and amplified in later decisions. In 
substance, it has been held that a_ provincial 
legislature, in levying a tax, must intend the 
natural consequences of its action and, therefore, 
‘it is the nature and general tendency of the tax 
and not its incidence in particular or special 
cases’,42 which determine whether it is a direct 
tax within the power of the provinces to levy. 
Accordingly, if in the normal course of events, the 
burden of the tax is likely to be shifted to others 
by the person who is required to pay it, the tax 
is indirect. 

The result of the application of this rule has 
been almost entirely to prevent provincial taxa- 
tion on industrial production and wholesale turn- 
over and to limit the productivity of provincial 
taxation by restricting it, in the main, to levies on 
the ultimate consumer. A percentage tax on the 
gross revenues of mining enterprises is an indirect 
tax.43 So is a tax payable by the first purchasers 
of fuel-oil after its manufacture or importation.44 
So also is a tax levied on sales of grain for future 
delivery.45 On the other hand, a tax payable by 
the consumer of fuel-oil according to the quantity 
consumed is a direct tax.46 Thus the familiar 


40 See Kennedy and Wells, Law of the Taxing Power in 
Canada, Chapters V and VI. 


41 See pp. 44-46. 
a City of Halifax v. Fairbanks Estate, [1928] A.C. 117 at 
p. 126. 
43 The King v. Caledonian Oollieries Ltd., [1928] A.C. 358. 
44 Attorney-General of British Columbia v. Canadian Pacific 
Railway Co., [1927] A.C. 934. 
45 Attorney-General of Manitoba vy. 
Canada, [1925] A.C. 561. 
46 Attorney-General of British Columbia vy. Kingcome Naviga- 
tion Co., [1934] A.C. 45. 
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gasoline tax and the retail sales taxes found in some 
provinces are direct taxes within the power of the 
provinces because, by making the retailer the agent 
of the government for purposes of collection, they 
are deemed to be levied directly on the consumer 
who cannot naturally and easily shift the burden 
of them to others. 


Fortunately for the yield of provincial taxation, 
the provinces have been able to go beyond taxes 
on consumption in the corporation taxes and succes- 
sion duties. The validity of a corporation tax 
as a direct tax was upheld in 1887.47 A province 
has power to levy a tax on any corporation which 
is exercising its powers within the province.48 The 
so-called succession duties which, in most prov- 
inces, are, in part, probate duties levied on property 
as such and in part, legacy duties levied on the 
transmission of property from the deceased to 
beneficiaries are validly imposed by the provinces 
under certain conditions. 


A probate duty is a direct tax but the provinces, 
being restricted to taxation “within the province”, 
can levy only on that portion of the property of 
the deceased which is found within the province.42 
A legacy tax, or succession duty proper, satisfies 
the test of “direct taxation within the province” 
when levied on beneficiaries domiciled or resident 
in the province in respect of the transmission of 
property to them by virtue of the law of the prov- 
ince.. Under certain conditions, the province, by 
taxing the transmission of the property to a 
beneficiary domiciled or resident within the prov- 
ince rather than the property itself, is able to 
impose, in substance, a tax upon “movable” prop- 
erty situated outside the province.5° 


Under certain circumstances, provincial succession 
duty can reach property in another province. With 
two exceptions, all the provinces do extend their 
succession duties to property in other provinces. At 
the same time, they all levy a probate duty on 
property situated in the province. Thus estates of 
deceased persons are subjected to the inequity of 
double tax whenever “movable” property belonging 
to the estate is found in more than one province. 


47 Bank of Toronto v. Lambe, (1887) 12 A.C. 575. 


pp. 
49 Rew v. Lovitt, [1912] A.C. 212. 


50 An exact statement of the constitutional power of the 
provinces to levy succession (i.e. legacy) duties would require a 
reliminary examination of other branches of the law and a 
engthy discussion which is not necessary for present purposes. 
The authoritative statement of the law is to be found in 
Provincial Treasurer of Alberta v. Kerr, [1933] A.C. 710. See 
Falconbridge, “Administration and Succession in the Conflict of 
Laws”, [1934] 12 Oanadian Bar Review, 67 at pp. 70-79 for a 
clear statement of the position. 


48 Kennedy and Wells, Law of the Tawing Power in Canada, 
66-78. 
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Long efforts by the provinces to eliminate double 
taxation of estates by agreement have broken down 
completely under the stress of the depression. 


Disallowance of Provincial Legislation 


Before concluding this review of the constitution 
as it works today, it is necessary to refer to the 
present status of the federal power of disallowing 
provincial statutes. Although the scope of this power 
given by the British North America Act is legally 
unlimited, except as to time, it has been recognized 
from the beginning that it should be used with 
circumspection and in accordance with some guiding 
principles. The principles relied on by the Dominion 
Government in the exercise of disallowance have 
varied from time to time and it is, therefore, 
impossible to state them with precision. There 
has been no such consistent and unbroken practice 
as would be necessary to establish a constitutional, 
or conventional, limitation on the exercise of the 
power. There is reason for thinking that it will 
not again be used as freely as it was during the 
first thirty years of Confederation but this cannot 
be stated with finality. 

As we have remarked earlier,51 the Dominion 
made very extensive use of the power of disallow- 
ance between 1867 and 1896. Not only was 
provincial legislation disallowed on the grounds 
that it was ultra vires or in conflict with Imperial 
or Dominion interests or policies. Provincial legis- 
lation might also be struck down on a ground 
which had great potential scope, namely, that it 
was inequitable and unjust. From 1896 to 1911, 
the Dominion Government consistently disavowed 
this last ground as a sufficient reason for exercise 
of the power. After 1911, there was a tendency to 
reaffirm the propriety of disallowing provincial 
legislation which the Dominion Government 
thought to be inequitable and unjust but this 
ground was actually relied upon in two cases only, 
arising in 1918 and 1922. 

The power of disallowance was in complete 
abeyance from 1924 until 1937 when it was used 
against a number of Alberta statutes. Again in 
1938 and in 1939, Alberta legislation was disallowed. 
Apart from showing that the power of disallowance 
has not become generally obsolete, the recent use 
of it does not throw any new light on its scope. 
Most of the eight Alberta statutes disallowed since 
1937 were invasions of the federal field of legis- 
lation, conflicting with the interests and policies of 
the Dominion. However, among the reasons given 
for disallowance of two of these statutes, specific 


51 See p. 49. 
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reference was made to the injustice of the con- 
fiscations which they proposed and to their 
discriminatory character. 

Thus it is quite impossible to regard disallow- 
ance on grounds of inequity and injustice as 
obsolete.52. It is true that in declining to disallow 
the so-called Padlock Law of Quebec in 1938 the 
Government disclaimed any intention to review the 
policy of provincial legislatures acting within their 
own field of competence. It is also true that in the 
Alberta cases, the distinct ground of interference 
with Dominion policy and interests was available 


in each case and relied on. But the only inference 


to be drawn from the recital of the unjust, con- 
fiscatory and discriminatory character of legisla- 
tion is that these qualities are relevant to the use 
of the power. Nevertheless, the whole trend indi- 
cates a lessening use of the power. Up to 1900, 
72 provincial acts were disallowed while only 35 
have been disallowed since that time.53 It seems 
unlikely that disallowance on grounds of inequity 
and injustice will ever resume the importance it 
had prior to 1896. 

It must be remembered also that in 1867, the 
world had had little experience of widespread 
democratic suffrage and much thought was 
expended on finding ways to prevent legislatures 
from abusing their powers. In that temper of 
affairs, whatever may have been the special reasons 
for inserting the power in the Canadian constitu- 
tion, there is little wonder that it was extensively 
exercised. As time went on, confidence in the 
self-restraint of democratic legislatures increased 
and willingness to accept their measures with 
resignation also grew. In other words, the principle 
of legislative sovereignty is more fully accepted 
now than it was in 1867. The decisions of the 
Privy Council that the provincial legislatures are 
sovereign in their own sphere have operated to 
secure for them also the benefit of this acceptance. 
Consequently, the trend towards a narrower use 
of the power is likely to be sustained, although it 
is impossible to say that a different policy would 
not be adopted in special circumstances. 


Difficulties of Divided Jurisdiction 


At two points in particular, the division of 
legislative powers has led to attempts at close 
co-operation between the Dominion and the prov- 
inces. First, where the financial resources of the 


52 In the reference re Power of Disallowance and Power of 
Reservation, [1939] 2 D.L.R. 8, the Supreme Court of Canada 
held that the only limitation was the time limit fixed by the 
British North America Act. 

53 Memorandum on Dominion Power of Disallowance of 
Provincial Legislation, Department of Justice, Ottawa, 1937. 


provincial governments are not commensurate with 
their legislative powers and consequent responsi- 
bilities for maintaining desired social services, the 
Dominion has made money grants to the provinces 
to assist in the maintenance of such services. 
Hoping to ensure the nation-wide maintenance of 
certain minimum standards in the assisted services, 
the Dominion imposes certain conditions on the 
grant and conducts a periodic inspection of the 
service given by the province. Hoping to hold the 
provinces to careful stewardship of funds which 
they do not themselves raise, the Dominion supple- 
ments its inspection activities with a detailed audit 
of provincial expenditures. Agreements as to the 
conditions on which the provinces are to undertake 
and the Dominion is to assist such services must 
be made at the political level. Federal officials 
are constantly investigating specific activities of 
provincial officials at the administrative level. 
Disagreements at either level may prejudice 
Dominion-provincial relations. 

Second, in the field of economic regulation, where 
legislative power is divided, the Dominion and the 
provinces have made some attempts at co-opera- 
tion, particularly in establishing nation-wide regu- 
lations for the grading of agricultural products. 
At first a device was used which, in substance, 
amounted to a delegation of power by the prov- 
inces to the Dominion enabling the Dominion to 
impose grading regulations on all transactions. 
However, after doubts arose as to the constitu- 
tionality of this practice, the provinces began to 
meet the problem by enacting the Dominion grades 
and regulations as provincial legislation and 
appointing Dominion inspectors and officials to act 
as provincial officials. Whereas the device of 
delegation was a very simple arrangement for 
unifying the administration of grading regulations 
in the hands of a single government, the new 
method involves the continuous co-operation of ten 
legislatures and ten governments in joint admin- 
istration, making necessary a higher degree of 
sustained harmony and agreement. 

These co-operative ventures are opening a new 
chapter in Dominion-provincial relations. A certain 
minimum of co-operation is always necessary if 
separate governments are to share in governing the 
same area and the same people. The original 
purpose of the constitution was to set up a sharp 
division of powers enabling each government to 
manage separately without interference the affairs 
allotted to it and to reduce all intergovernmental 
difficulties to a question of power and legal com- 
petence. Because different governments were 
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likely to disagree from time to time about the 
extent of their respective powers, such questions 
are always referred to the courts for their final 
determination as independent and impartial bodies. 
The co-operation required between governments in 
these circumstances was mainly of a negative 
character; each should abstain from interfering 
with the others. 


But Dominion and provincial governments are 
now embarked on the joint administration of 
projects which require positive and constructive 
co-operation if they are to be carried out efficiently. 
Two separate governments, neither one of which 
has any authority over the other, must agree on 
objectives, on the means of reaching them, and on 
the daily application of these means to new 
situations. However, there are always a number 
of issues on which the interests of the Dominion 
and those of the separate provinces do not run side 
by side. These differences in interest lead to 
disagreements which cannot be solved by appeals 
to the courts because they do not involve questions 
of formal constitutional power at all. They are 
disagreements about matters which the constitu- 
tion intended that the appropriate government 
should handle separately in its own way. 

Accordingly, if the co-operative projects are to 
be continued, the governments involved must be 
their own arbitrators. Arbitration conducted solely 
by the interested parties leads to delay and some- 
times to deadlock which is ruinous to administra- 
tive efficiency. It always leads in the end to a 
compromise. While compromise is inherent in the 
political process, it is rarely conducive to good 
administration. The evolution of political policies 
within the framework of the constitution is leading 
to joint activity between the Dominion and the 
provinces. This contrasts sharply with the original 
conception of federalism as a clear-cut division of 
powers to be exercised separately, and experience 
indicates that it is injurious both to sound public 
finance and to efficient administration. The 
problems raised by joint administration of activities 
where jurisdiction is divided between the prov- 
inces and Dominion may now be pointed out. The 
first step in any scheme of co-operation must 
generally be taken by the legislatures concerned. 
As indicated above, the divided legislative powers 
over the subject-matter in question could be pooled 
by one legislature delegating its share of power to 
the other if the constitutionality of such an 
expedient had not been rendered doubtful by the 
ecourts.54 If it were constitutionally possible and 
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the province or Dominion, as the case may be, 
were willing to delegate its powers in the specific 
instance, the act of delegation would complete the 
co-operation required. ‘The legislature receiving 
the powers could then establish its regulations and 
provide for their enforcement just as if the entire 
matter had originally been within its jurisdiction. 
In such a case, no joint administration by prov- 
ince and Dominion would be involved and as long 
as the legislature delegating its powers was satis- 
fied with the results obtained, through vicarious 
use of its powers, no further action by it would 
be required. 

In the past, the Dominion and provincial legis- 
latures have had no serious difficulty in agreeing 
on this kind of co-operation. Nation-wide schemes 
for the compulsory grading of natural products 
under the administration of the Dominion Govern- 
ment were set up and the provinces purported to 
extend the Dominion Industrial Disputes Investi- 
gation Act to disputes entirely within the juris- 
diction of the provinces by essentially similar 
devices. The administration of the legislation was 
placed in the hands of a single government55 and 
the difficulty arising out of the division of legisla- 
tive power over the subject matter was surmounted. 
The constitutionality of this procedure was, how- 
ever, challenged by the courts in 1935. As a result, 
the provinces have begun to abandon this method 
in favour of a more complicated one which escapes 
the constitutional difficulty but which involves 
joint administration. The new device requires that 
the province should enact legislation in substan- 
tially identical terms with that of the Dominion 
but covering intra-provincial as distinct from inter- 
provincial and export transactions. To be specific, 
in legislation providing for the compulsory grading 
of natural products, the province enacts the 
Dominion grades and regulations for enforcement 
and then appoints the Dominion graders and 
inspectors as provincial officials to enforce the 
provincial as well as the federal legislation.56 

Close and continuous co-operation is necessary 
for success under this device. Any needed revision 
in the detailed regulations or definition of grades 
must be made by both the provincial and Dominion 
authorities concerned. They must be able to agree 
on the need for change and the exact nature of 
the change required. Moreover, the graders and 


54 Rew v. Zaslavsky, [1935] 3 D.L.R. 788. 


55 The extent and nature of these co-operative schemes are 
discussed in Appendix 7—J Corry, Difficulties of Divided 
Jurisdiction, pp. 13-16. 


56 Tbid., pp. 20-21. 
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inspectors are now subject to the control of two 
masters; the Dominion and provincial departments 
concerned. The intention, of course, is to leave 
the initiative and the general control of admin- 
istration of grading legislation to the Dominion and 
thus far in the limited experience of the new device, 
this has been the practice. However, it can only 
be a matter of time until it is discovered that the 
principles of responsible government are being 
flouted when provincial legislation is administered 
by officials who get all their instructions from 
Ottawa. Administration will then become joint in 
substance as well as in form.57 

Thus far, activities jointly administered by the 
Dominion and a province have not been of any 
significant magnitude or duration in Canada. As 
already remarked, however, the present division 
of legislative power and the present trend towards 
greater governmental regulation are rapidly leading 
in that direction. Although direct Canadian 
experience of joint administration is not available 
for assessing its probable efficiency, an appeal can 
be made to twenty years of experience in the 
administration of conditional grants in Canada. It 
has already been pointed out that, in the condi- 
tional grants made by the Dominion to the prov- 
inces to assist specific services, the Dominion 
attempts, by supervision and inspection of the 
provincial administration, to ensure that the grant 
is being properly applied to the purposes for which 
it was given. This involves a form of co-opera- 
tion approaching joint administration and raises 
most of the problems involved in it. Before 
considering the manner in which conditional grants 
have worked in Canada, it is important to state 
some general considerations bearing upon all 
co-operative efforts in administration by separate 
governments. 

It is clear that failure of Dominion and provincial 
government departments to pull together in such 
co-operative ventures will have disastrous effects 
upon administration. The purpose of all admin- 
istration, whether in government departments or 
in private enterprise, is to get something done, to 
unify the efforts of the personnel in reaching 
objectives laid down beforehand. One of the 
principal differences between government and busi- 
ness is that the objectives and policy of govern- 
ment, in democratic states, at any rate, are generally 
arrived at as a result of bargaining and compromise 
among a wide variety of interests concerned. But 
once a policy is agreed upon, it is a maxim of all 


57 A number of the difficulties which may be expected to 
ee the use of this device are set out in Corry, op. cit., pp. 


good administration that concerted effort in pursuit 
of the policy should not be frustrated by a multitude 
of counsel on the best means of arriving at it. 

In business, unity of effort is secured by having 
a single manager responsible for administration as 
a whole. The Constitution of the United States 
aimed to reach the same result by concentrating 
all executive authority in the hands of the President. 
In the cabinet system of government, the conven- 
tions requiring unanimity and imposing collective 
responsibility are designed to secure a similar 
co-ordination of all administrative action. 

Where the Dominion and the provinces co-operate 
in the execution of a single policy, there is no 
single authority which can impose its will and 
decide what daily action shall be taken in pursuit 
of objectives. The Dominion and the provinces 
occupy exclusive spheres of power in which no one 
can over-ride the others. If unity and harmony 
of administration are to be maintained, it must 
be through voluntary agreement between Dominion 
and provincial personnel on the best means of 
advancing the policy. And this agreement must be 
reached without delay and without serious com- 
promise watering down the vigour of the measures 
employed. 

It is one thing to get a legislature willing, at a 
single moment of time, to delegate some portion of 
its powers. Once the act of delegation is complete, 
it is not likely to reconsider its action until 
administration by the authority to whom the power 
was delegated becomes highly unsatisfactory. It is 
a quite different matter, however, to get sustained 
unanimity on the minutiae of administration from 
day to day. There are two main reasons for 
thinking it likely to break down from time to time. 

It is no criticism of higher government officials 
to say that they generally like to extend the sphere 
of their authority. Like everyone else, the energetic 
official must try to express his personality in his 
work. He must try to prove the correctness of 
his ideas by putting them into practice and, in 
this way, prove himself to his superiors. 
naturally, he- wants credit for successful admin- 
istration and he, therefore, cannot acquiesce in 
methods and practices which he thinks are pre- 
judicial to it. In the nature of things, there are 
forees making for rivalry between Dominion and 
provincial officials who are co-operating in joint 
administration. Honest differences of opinion quite 
unconnected with personal ambitions are often 
sufficient to bring them into disagreement. Sooner 
or later, the incompatibility of their ideas or their 
ambitions are likely to lead to different views on 
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administration. Such rivalries and differences of 
opinion have prejudiced Dominion-provincial co- 
operation in many instances in the past. They are 
to be found between officials within a single govern- 
ment where it is only the unified control of admin- 
istration in the hands of the cabinet which prevents 
them from seriously impeding administration. 
Officials testify to their existence by saying that 
success in Dominion-provincial co-operation in 
administration depends entirely upon “person- 
alities’”’.59 

Secondly, in joint administration the officials in 
the provincial department concerned are responsible 
through the minister to the provincial legislature, 
while the federal department is likewise responsible 
to Parliament. Politics and administration are 
closely linked by the cabinet system. The Govy- 
ernment of the Dominion and the government of 
a province, as is well known, may be at odds over 
some question of policy. On occasion there are 
genuine conflicts of interest between the Dominion 
as a whole and one or more provinces. Moreover, 
where active administration affects the interests of 
particular persons or groups, representations are 
made by them to the government of the day, which 
is sometimes constrained, as a result, to intervene 
in administration on political grounds. Thus there 
will be a tendency for joint administration to get 
entangled in political issues. Where both Dominion 
and provincial politicians have access to admin- 
istration, there will be constant danger of 
Dominion-provincial political friction being trans- 
mitted to areas of joint administration.6° 

There is no occasion to be critical of political 
differences between the Dominion and a particular 
province. It is the duty of a provincial legislature 
and government to pursue the interests of the prov- 
ince as they conceive them to be, just as it is the 
duty of Parliament and the Dominion Government 
to push forward what they believe to be the national 
interest. These apparent conflicts of interest can 
scarcely be avoided. But they should be fought 
out in the political arena and not permitted to 
engage one another in the sphere of administration 
where they will destroy vigour and efficiency. 

In the United States the cabinet system of 


- government is not used and members of the legis- 
lature cannot intervene in daily administration. 


_ Insulated from politics. 


Thus administration is, in a considerable measure, 
Accordingly, joint admin- 
istration of projects by federal and state govern- 
ments escapes one of the serious difficulties to 

59 See Corry, op. cit., pp. 9-10. 

60 Tbid., pp. 17-18, 34-35. 
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which it is exposed in Canada. It is dangerous 
therefore to argue from experience in this field in 
the United States. 

These general considerations do not apply with 
equal force to all kinds of joint activity. In 
activities which can be largely reduced to a number 
of routine operations and which do not have to 
wrestle constantly with new situations and new 
problems, the danger of differences between officials 
is considerably less. The same is true of activities 
which consist mainly in the application of scientific 
standards. To some extent, the discipline of science 
compensates for the lack of a discipline imposed 
by a single superior and the recondite nature of 
the problems which arise tends to withdraw the 
activity from the intrusion of political differences 
between the provinces and the Dominion. 


Limitations of Conditional Grants 


On the whole, however, these general considera- 
tions suggest that joint administration by Dominion 
and provinces is not likely to be very satisfactory. 
The history of the administration of conditional 
grants in Canada points in the same direction. 
From 1912 on, the Dominion has made grants of 
money to the provinces for specific purposes on 
specified conditions. Grants for assisting agricul- 
tural instruction, highway development, technical 
education and control of venereal disease have 
expired and have not been renewed. Grants for 
employment offices, old age pensions and unem- 
ployment relief are still being made. The activities 
being assisted are in each case within the consti- 
tutional power of the provinces and accordingly 
they are administered primarily by the provinces. 
As indicated earlier, the Dominion agrees to give 
financial aid to a provincial service provided the 
province spends equivalent or specified sums on 
it and maintains certain standards in the service 
rendered. Thus it is necessary for the Dominion 
and the province to agree upon the standard and 
the means of reaching it. The agreement is 
embodied in a set of regulations which are to 
govern administration and the claim of the prov- 
ince to Dominion financial assistance depends on 
the observance of these regulations. In an attempt 
to ensure careful application and_ substantial 
observance of the regulations, the Dominion Gov- 
ernment audits provincial expenditures on the 
assisted service and, where feasible, measures 
performance against the standard by supervision 
and inspection.61 


61See Corry, op. cit., pp. 28-36, for a discussion of the 
administration of conditional grants. 
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Such administration is, in a_ sense, joint. 
Dominion auditors and inspectors check provincial 
accounts and the actions of provincial officials, 
while provincial officials are obliged to get the 
approval of federal officials if there is to be no 
interruption in payments of the federal grant. 
Disagreements between the two sets of officials 
involved cause delay and confusion and lower the 
efficiency of administration. We are convinced 
that, on the whole, the administration of the 
services assisted by these conditional grants has 
fallen far short of reasonably good administration. 
The basic reasons for this failure are the two set 
out above in general criticism of joint administra- 
tion. 

To decide whether particular payments have been 
properly made or whether provincial performance 
comes up to the agreed standard, it is necessary 
to interpret the regulations which define the con- 
ditions on which federal assistance is granted. 
Dominion and provincial officials frequently dis- 
agree about the meaning of the regulations. 
General rules are never entirely clear in their 
application to particular cases and most of the 
disagreements are genuine honest differences of 
opinion as to how the activity should be carried 
on in cases where the regulations are not entirely 
clear. It is true that the disagreements arise in a 
relatively few cases but since there is no single 
superior authority to resolve them, they are 
enough to cause delay, and may generate friction 
which spreads through the administration, and 
generally reduces efficiency. 

The difficulty is that in many of the activities 
assisted by conditional grants it is impossible to 
find a clear-cut standard which can be applied 
automatically in measuring performance. Really 
objective criteria are hard to find in human affairs 
and where the measuring-rod cannot be applied 
automatically, it leaves room for difference of 
opinion.62 It is inevitable that federal inspecting 
and auditing officials should be primarily con- 
cerned with protecting the Dominion treasury 
while provincial officials engaged in active admin- 
istration of the service are concerned with seeing 
that it meets what they conceive to be the needs 
for which it was established. Where there is room 
for difference of opinion, this difference in interest 
and purpose causes disagreements to emerge. 

Federal officials cannot insist directly upon their 
interpretation of the regulations by giving orders 
to provincial officials in the field. Provincial 
officials must take their orders from the provincial 


82 Tbid., pp. 31-33. 


government and not from federal auditors and 
inspectors. Thus disagreements in the field are 
referred back to higher officials and ministers in 
Ottawa and in the provincial capitals, and ques- 
tions of administration become the subject of 
diplomatic interchange between governments, in- 
volving long delays in their settlement.63 

When administrative questions rise to the 
political level, they tend to become entangled in 
political issues and to be treated as such. Now- 
adays Dominion and provincial policy impinge 
upon one another at many points. When, as a 
result of this fact, sharp differences emerge between 
the Dominion and a province, there is grave danger 
that the difficulties of joint administration will be 
intensified. The intrusion of politics in admin- 
istration is always unfortunate but it is doubly so 
when a single government activity or service is 
disturbed by both federal and provincial politics. 

In pointing generally to the difficulties in the 
administration of conditional grants, there is danger 
of creating false impressions. It must be empha- 
sized that the exasperations noted are not found 
in all provinces nor at all times. If they were, 
conditional grants would never have survived their 
launching. But they occur with sufficient fre- 
quency to cause waste, friction and delay. Nor 
are they due to the perversity of officials and 
politicians. The federal scheme of government was 
devised precisely because of the lack of complete 
identity of interest between the whole and the 
component parts. Where differences of interest 
exist they become manifest simply through officials 
and politicians doing their duty. If these differ- 
ences cut across fields of co-operative activity, they 
inevitably have a prejudicial effect. 

Those who favour conditional grants as a means 
of overcoming constitutional difficulties are aware 
of the objection frequently made that governments 
which spend public money ought to be fixed with 
full responsibility of raising it. They argue that 
this objection is overcome and adequate control 
over provincial administration secured in two ways. 
In the first place, the grant is made for a particular 
purpose and the Dominion can define exactly what 
that purpose is. Then by supervision and inspec- 
tion, it can determine whether provincial admin- 
istration complies with the terms of the grant. If 
not, disallowances and deductions from the grant 
can be made as a penalty and a warning for the 
future. Secondly, if this sanction is not effective, 
the entire grant may be withheld until defects 
are remedied. 


83 Tbid., p. 33. 


This argument ignores certain stubborn diffi- 
culties. In the first place, we have already pointed 
out that in many of the services assisted by federal 
grants, it is impossible to devise exact standards 
for measuring performance. Opinions differ as to 
what amounts to an earning of the grant and 
disputes arise. Federal auditors may disallow 
particular provincial expenditures as not being 
authorized by the regulations. Because there is 
generally room for difference of opinion, the prov- 
ince does not normally acquiesce in such action. In 
resisting a disallowance which it considers unfair, 
the province feels justified in bringing pressure on 
the Dominion. As the province is in full control 
of administration, there are generally a variety of 
expedients which it can adopt to inconvenience 
or prejudice the Dominion. Thus the Dominion is 
obliged to be very chary of disallowing expenditures 
except in very flagrant cases which, of course, are 
rare.64 

Moreover, in most cases, federal audit of 
provincial expenditures cannot go to the root of 
the activity. To determine independently the 
correctness of all provincial expenditures on an 
aided activity, it would be necessary to duplicate 
provincial field staffs. Such duplication of staff 
cannot, of course, be contemplated and federal 
audit is generally confined to a review of the 
documents and vouchers on file. Occasional test 
investigations by way of sampling are made and 
complaints of serious abuses investigated. We do 
not suggest that there is any need to inquire into 
the honesty of provincial administration but there 
may be occasions when its vigilance in these assisted 
activities is not as rigorous as if the province itself 
raised all the funds expended on them. In any 
case, federal audit and supervision cannot go to 
the root of these activities.65 

Secondly, the power of the Dominion to withdraw 
the grant from a province which fails to conduct its 
administration in accordance with the conditions 
imposed on the grant can rarely be exercised in 
practice. The Dominion assists particular pro- 


 vincial services because they further some important 


64 See Corry, op. eit., pp. 34-35. 
85 Tbid., 29-31. 
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national interest. Withdrawal of the grant to 
discipline a province must be at the expense of 
the national interest in question. Furthermore, 
it is a very serious matter to say that a provincial 
administration is so bad that assistance must be 
withdrawn. Obviously no Dominion Government 
could come to that conclusion about a provincial 
government of its own political stripe. And a 
Dominion Government would scarcely dare to 
withdraw a grant from a provincial government of 
a different political stripe because of repercussions 
in the province affected.66 

Thus the Dominion must always hesitate long 
before withdrawing a grant. The provinces know 
this and they are not seriously impressed by 
threats of such action. The power to withdraw 
the grant is not an effective sanction except against 
the most flagrant of abuses. Experience shows 
that where flagrant abuses have been brought to 
light, the province in question has hastened to 
correct them. In the prosaic but much more 
common cases, where administration is hampered 
by honest and reasonable differences of opinion, 
withdrawal of the grant as a means of resolving 
such differences is out of the question. 

On these grounds we are satisfied that, for 
permanent purposes, the conditional grant, as it 
works under Canadian conditions, is an inherently 
unsatisfactory device. It may be used in some 
special cases and for some limited purposes, as we 
shal] indicate later.67 But in most activities we 
believe it to be more costly than if the service in 
question were financed by a single government. It 
unquestionably leads to delay and. to periodic 
friction between Dominion and provincial govern- 
ments. 

The experience with conditional grants leads us 
to doubt whether joint administration of activities 
by the Dominion and a province is ever a satis- 
factory way of surmounting constitutional diffi- 
culties. Where legislative power over a particular 
subject matter is divided, it is ordinarily desirable 
that these powers should be pooled under the 
control of a single government in order to secure 
unified effort in administration. 


66 Tbid., pp. 34-35, 
67 See Book II, Sect. A, Chaps. I and III; Sect. B, Chap. V. 
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INTRODUCTION 


For convenience we have kept our practical 
recommendations and the immediate reasons for 
them separate from the extensive historical survey 
which our instructions directed us to make. The 
historical survey, together with analysis of the 
present economic, public finance and constitutional 
situation is set out in Book I. The general situation 
disclosed in the first book makes necessary, in 
our opinion, the recommendations concerning the 
reallocation of the burdens of government between 
the Dominion and the provinces which we make 
in the present volume (Book II). These recom- 
mendations are made with a view to adapting the 
Canadian federal system to meet the stresses and 
strains that have developed during the seventy 
years which have elapsed since it was devised and 
so enabling national unity to be maintained. Book 
III includes relevant documents, summaries of the 
finances of all Canadian governments, and statistical 
statements illustrating in detail the financial recom- 
mendations made in Book II. But it must be 
emphasized that all three volumes, though bound 
separately for purposes of convenience, are closely 
inter-related parts of a single report. 

In the course of our work we have come to 
appreciate as never before the achievements of the 
Fathers of Confederation. Not only did they devise 
an instrument of government which has success- 
fully withstood the test of seventy years of rapid 
and in large part quite unpredictable change, but 
they secured assent to the adoption of this instru- 
ment under circumstances which, in the minds of 
some, have given it the same sort of sanctity that 
the most solemn treaty might possess. By their 
achievements they laid the foundations of national 
unity and of the federal system, both of which our 
instructions enjoin us to respect. It is our hope, 
and we venture to say our confident expectation, 
that they accomplished these great things without 
laying on future generations the dead hand of the 
past, and that they transmitted to us a constitution 
capable of development, not only through judicial 
interpretation but through amendment as well to 
meet the new situations and problems which were 
bound to arise incidental to the vast and unfore- 


seeable changes which lay before the people of 


Canada seventy years ago. 
Canadians are so proudly conscious of the 
national unity which they have achieved, and so 


respectful of the federal system that has made this 
unity possible that there may be some danger of 
their thinking of national unity and of the federal 
system in the abstract as having some special merits 
which make them desirable in themselves. We 
have endeavoured to keep before us at all times the 
goal of human welfare which should determine the 
character both of political and economic systems. 
We are fully alive to the importance of main- 
taining, and of expanding as rapidly as possible, 
the national income! which is woefully inadequate 
for the standards of well-being which Canadians 
have come to adopt. It is this need for a larger 
national income which has governed us in the 
recommendations which we have made for simplify- 
ing our financial system, for carrying as economi- 
cally as possible the great burden of public debt, 
for co-operation in the direction of future govern- 
mental investment through borrowing, and for 
eliminating those features of our fiscal system 
which involve a high cost of tax compliance or 
which have a marked tendency to check invest- 
ment and so to reduce employment. 


But it is not merely an expansion of the national 
income which is needed. If welfare is to be 
achieved the national income must be _ better 
distributed and a greater measure of social and 
economic security must be provided for those in 
low income groups. We have not, of course, 
attempted to lay down a pattern for social legisla- 
tion in Canada, but we have, in accordance with 
our instructions endeavoured to clear the way for 
the sort of legislation which seems probable in the 
future by making recommendations concerning the 
responsibility for enacting or withholding it. 

The problem of the prevention of unemploy- 
ment, and in so far as it cannot be prevented, of 
the relief of its victims, is of outstanding import- 
ance both as regards the size of the national income 
and as regards its distribution. In seeking the 
highest possible national income we must seek 
conditions under which full employment of the 
whole labour force of the nation will occur, and the 


1The national income of Canada means the sum of the 
individual incomes of Canadians. It must equal the wealth 
produced in Canada in a given period, plus payments received 
from abroad, minus payments made outside Canada. Both the 
magnitude and the regional distribution of the Canadian national 
income have been carefully estimated in a study made for this 
Commission, and published as Appendix 4. 
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distribution of the national income is most satis- 
factory when the incomes of the able-bodied take 
the form of adequate wages for work done. 


There is a second aspect of the distribution of 
the national income which is of great importance 
in a federal system, and of particular importance 
in Canada. The unequal distribution of the 
national income as between the people of different 
regions may excite feelings quite as dangerous 
to national unity as those aroused by gross 
inequalities between different income groups. The 
provision of a national minimum standard of social 
services in Canada cannot. (without complete 
centralization of all social services) be divorced 
from the assurance to every government of Canada 
of the revenues necessary for the adequate perform- 
ance of its recognized functions. This assurance, 
which the Fathers of Confederation were able to 
give by means of a system of subsidies and debt 
allowances financed by taxation that was national 
in character, is infinitely harder to give now that 
the recognized functions of provincial governments 
have become far larger than they were in 1867. 
We have attempted to compute what the financial 
balance of each provincial government (and its 
municipalities) would be with taxation at the 
national average and after making provision for 
services of at least national average quality. 


In giving this special prominence to economic 
aims we have not been forgetful that any nation 
worthy of the name will have other and, in a sense, 
higher aims as well. Economic aims have of course 
a moral aspect, and crusading zeal to assail evil 
social conditions, high rates of sickness and death, 
poverty, illiteracy and bad housing, cannot be 
considered as crudely materialistic. But these 
higher aims are in no danger of conflicting with 
economic aims unless, of course, they are pursued 
with a reckless disregard for the necessity of main- 
taining the national income which is in the long 
run essential for their achievement. 


But there are other aims less closely intertwined 
with economic well-being. In Canada, whether we 
speak of personal freedom and democracy, or of 
preserving the healthy mean between too great 
liberty for the individual and too great authority 
for the state, we reach much the same conclusions 
as to one of the higher aims of the Canadian 
people. None of these higher aims are, in our 
opinion, inconsistent with the economic aims which 
we have discussed. We believe that the proposals 


which we make in this Report respect economic and 
moral aims alike. We make important recom- 
mendations for adjustments in the distribution of 
governmental burdens, and in sources of revenue 
necessary to meet them, but these adjustments will 
leave untouched the arrangements which during the 
last seventy years have preserved complete pro- 
vineial liberty of action in spheres which are 
primarily cultural and social. Indeed this liberty 
of action will be assured even better than it is 
today, as the provinces will be freed from the pres- 
sure which is apt to be exerted upon them by 
demands for this or that social service which, it 
is said, can be financed only with assistance from 
the Dominion that would of necessity involve some 
supervision by the Dominion. 

Some of the recommendations which we make 
throughout the Report may require amendments 
to the British North America Act for their 
implementation. Others might not, although 
amendment of the Act might be the most satis- 
factory method of implementing them. We make 
no attempt to deal with the question of how 
amendment to the British North America Act 
should be brought about nor do we attempt to 
draft amendments, for we feel that once the general 
will to seek amendment exists these matters can 
be dealt with more effectively by others than by 
us. 

We realize that at first sight our proposals as 
a whole may appear to involve bold departures 
from former practices. We have asked ourselves 
anxiously whether our proposals are politically 
impossible. If we are hopeful that they are not 
politically impossible it is because we think that 
when our Report is considered as a whole the 
people of Canada will see that any lesser departure 
might lead to disastrous consequences. The present 
peril is serious and cannot be allowed to grow 
worse. 

We plead most earnestly that our proposals 
should not be considered one by one in isolation, 
although we have done our best so to frame them 
as to withstand even this test. But we have 
attempted to integrate them in a comprehensive 
plan of a constructive character, dependent for its 
harmony on the observance of the general principles 
which we have set out, and designed to enable 
Canada to withstand the stresses and strains of 
today and tomorrow without undue peril either to 
reasonable national unity or to legitimate provincial 
autonomy. 


SECTION A 
THE ALLOCATION OF JURISDICTION | 


CHAPTER 
I. The Social Services 


II. Labour Legislation 
III. Education 
IV. The Regulation of Certain Economic Activities 


V. Facilities for Dominion-Provincial Co-operation 
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SECTION A 
THE ALLOCATION OF JURISDICTION 


In this section of the Report the Commission 
makes certain recommendations with respect to the 
allocation of jurisdiction between the Dominion 
and the provinces with a view to promoting 
economy and efficiency in government. The Com- 
mission has constantly kept in mind throughout this 
section the qualification embodied in its terms of 
reference that its opinion on these matters should 
be expressed “subject to the retention of the 
distribution of legislative powers essential to a 
proper carrying out of the federal system in 
harmony with national needs and the promotion of 
national unity”. It has also kept in mind the 
necessity for ‘a balanced relationship between the 
financial powers and the obligations and functions 
of each governing body”. Its recommendations in 
the present section and those in the financial section 
which follows are thus intimately related. But the 
Commission believes that its recommendations on 
the allocation of jurisdiction are justified on their 
merits; that they will tend to provide efficiency 
and economy in government; that they are in 
harmony with national needs and the promotion 
of national unity; and that they will tend to make 
the federal system work with less friction. 

The Commission does not consider it necessary or 
desirable to review the whole field of legislative 
jurisdiction as distributed by the British North 
America Act. It has confined its attention to those 
matters in which the present allocation of juris- 
diction appeared, either from its own researches or 
from its public hearings, to be unsatisfactory. The 
topics which call for discussion are surprisingly few 
when it is considered that the present distribution 
of legislative powers was made over seventy years 
ago when British North America was still in the 
pre-industrial stage of development and when the 
prevailing views of the functions of the state were 
far different from those of today. !The topics which 
call for discussion are the great spending functions 
of social services and education and certain powers 
having to do with the regulation of economic 
activities. In certain cases, despite dissatisfaction 
voiced in the Commission’s hearings about the 
existing allocation of jurisdiction, the Commission 
concludes that there are compelling reasons for 
leaving the present situation undisturbed, the more 
so if the Commission’s financial proposals are 
implemented. In other matters the Commission 
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concludes that there are stronger reasons for a 
change in jurisdiction. In the present section it 
has been found convenient to bring together all 
recommendations relating to jurisdiction (other 
than in the matter of taxation) whether a change 
in jurisdiction or the continuance of the present 
jurisdiction is recommended.1 
In devising the most appropriate allocation of 
jurisdiction in the light of present conditions and 
probable future developments, the Commission has 
been guided by the following considerations:— 
(a) the presumption that existing constitutional 
arrangements should not be disturbed except 
for compelling reasons; 
(b) existence of pronounced differences in social 


philosophy between, different regions in 
Canada; 

(c) the need for economy and efficiency in 
administration ; 


(d) the suitability of different jurisdictions for 

carrying the financial burdens involved. 

In applying these considerations we shall have 
to recommend that certain functions now under the 
jurisdiction of the provinces should be allocated to 
the Dominion on grounds of the need for uniformity 
throughout Canada, or of the economy incidental 
to unified administration, or of the unequal financial 
ability of provinces to perform them. But in so 
doing we carefully respect the federal system. We 
aim throughout to safeguard the autonomy of the 
provinces, and to ensure to each province the 
ability to decide issues of peculiar importance to 
itself. We emphasize throughout this whole section 
the importance of limiting the transfer of jurisdic- 
tion to the Dominion to what is strictly necessary.” 

But it should be noted here that, although it 
may be possible to divide clearly the field of legis- 
lative power between the Dominion and the prov- 
inces, this does not of itself promote harmony 
between them or efficiency of administration. The 
division of legislative power may in fact mean 
division of responsibility for the performance of 
a governmental function inherently unitary in 


1 For recommendations on taxation see Section B, Ch. ITI. 

2Attention of the Commission has been drawn to the legiti- 
mate apprehension of Quebec that the allocation of new powers 
to the Dominion might carry with them ancillary power likely 
to trench upon rights defined by the Quebec Civil Code. In so 
far as our recommendations are implemented by_ legislation, it 
we be the duty of the draftsmen to guard against this possi- 
ility. 
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character.2 The growing complexity of our society, 
and the growing demands for governmental action 
to promote social welfare and control economic life, 
are compelling both the provinces and the Dominion 
to assume functions for the efficient performance 
of which they may have very inadequate jurisdic- 
tion. Control of marketing is an example. In such 
instances two courses are theoretically possible: 
either constitutional amendment to place full 
responsibility for the new function on one authority, 
or co-operation between the province and the 
Dominion to cover the new function by joint efforts. 
But the rigidity of the division of powers in a 
federal system is notorious, and especially so in 
Canada. The difficulty of amendment is often 
increased by the fact that the demand for under- 
taking the new function is likely to differ greatly 
as between provinces,—a fact which itself points 
to the need for greater flexibility in the federal 
system. Co-operation between the governments of 
a federal system may be no less difficult to achieve 
than constitutional amendment. But co-operation is 
becoming increasingly desirable, especially in those 
functions which tend to straddle the division of 
powers between the Dominion and the provinces, 
if provincial autonomy is to be preserved and 
efficiency in government at the same time achieved. 
We have, therefore, felt it necessary to include as 
a final chapter to this section discussion of certain 
devices to promote flexibility in the federal system 
and to facilitate co-operation between governments. 


% * * *& 


The Civil Service and the Reallocation of Func- 
tions.—The Commission is fully alive to the fact 
that there are some interests which will be affected 
by any substantial reallocation of the functions of 
government. Important among these interests are 
those of members of the Dominion and provincial 
civil services whose present position and future 
prospects may be jeopardized. For instance, a 
change in the responsibility for the administration 


®This is the situation in the administration of justice. 


Provincial courts are constituted and their procedure in civil 
meer is A AN te by ie province; judges are appointed and 
paid by the Dominion, and the Dominion Parliament regulates 
criminal procedure and has constituted a high court of appeal 
(the Supreme Court of Canada) from provincial courts. 


of unemployment reliet, a change in the machinery 
for imposing or collecting certain tax revenues, or 
the transfer of the responsibility for performing any 
of the functions of government, would affect the 
position of the civil servants who now administer 
these functions. While the personal fortunes or 
ambitions of civil servants should not be allowed 
to stand in the way of desirable changes we feel 
that every effort should be made to find suitable 
positions for efficient servants of the state who may 
be deprived of their present employment by the 
changes which we recommend. There may occa- 
sionally be a reduction in the number of civil 
servants who are required, but in most cases the 
same or similar functions will continue to be 
performed by one or other unit of government and 
we feel that in protecting the legitimate interests 
of efficient civil servants each unit of government 
will be promoting its own interests as well as 
securing the services of able and experienced men 
and women. 

We do not wish to leave our treatment of this 
question in general terms. In cases in which a 
function is transferred from the province to the 
Dominion we recommend that the rules of the 
Dominion Civil Service Commission as to qualifica- 
tions and examinations should (subject, perhaps, 
to certain necessary exceptions) be so modified as 
to facilitate the absorption of provincial officials 
into the federal service. This recommendation is 
particularly important in respect to provincial 
officials of the Province of Quebec. The perform- 
ance of functions of the Dominion Government in 
Quebec should always be in the hands of officials 
with knowledge both of the French language and 
of local conditions and customs in the Province; 
and if any functions now performed by a prov- 
ince are taken over by the Dominion common 
sense dictates that generally speaking the men who 
perform them now should continue to do so. 

It seems to us obvious that the selection for the 
performance of Dominion functions of officials who 
are familiar with the language and local condi- 
tions and customs, of the groups of citizens with 
whom they have to deal is important both for 
efficiency of service and for fostering a national 
viewpoint. 


CHAPTER I 


THE SOCIAL SERVICES1 


In 1937 the total expenditures of all govern- 
ments in Canada on social welfare, exclusive of 
education and war pensions and _ after-care, 
exceeded $250 million. This was more than one- 
fourth of the total expenditures of all governments 
(Dominion, provincial and municipal) on current 
account. In 1867 the total welfare expenditures 
of all governments was about $1 million, and even 
as late as 1921 the total was little more than $36 
million. Although the total reached $83 million 
in 1930, the greatest increase occurred in the next 
five years when the expenditure was tripled; it 
has remained around this level ever since.2 This 
enormous increase in expenditures for functions 
hitherto regarded as almost wholly the responsi- 
bility of the provinces (and their municipalities) 
has been primarily responsible for the breakdown in 
the fiscal independence of many municipalities and 
certain provinces during the past decade. Nor can 
the breakdown be considered merely a temporary 
phenomenon. Although “relief” costs may be cut 
with the return of “better times’, the rise of other 
welfare expenditures and their probable increase 
in the near future, and the contingency of 
recurring crises in employment, has_ rendered 
precarious the fiscal position of many municipalities 
and all provinces. A redistribution of the burdens 
of social welfare has thus become of paramount 
importance. 

We shall first examine the factors which have 
made the present division of social welfare func- 
tions and responsibilities untenable, and then set 
forth our recommendations. 


1. THe DISPARITY BETWEEN JURISDICTION 
AND FINANCIAL RESOURCES 


The Existing Division of Jurisdiction—The 
British North America Act does not impose any 
obligations to provide welfare services either upon 
the provinces or upon the Dominion; it merely 


1The term “social service” has a broad and varied connota- 
tion, but for the purposes of this chapter it comprises those 
government activities which provide for persons unable (either 
because of lack of opportunity or want of capacity) to earn 
some or all of their recognized needs. In a broad sense, public 
education may also be considered a social service, but the subject 
is dealt with in another chapter, see p. 50 
_ 28ee Book III, Tables 12 and 16. For an extended discussion 
of relief expenditures and effect on publie finance, see Book I, 
Ch. VI, Section on “Public Finance.” 
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divides the field of legislative power. With an 
exception for the criminal law (which falls within 
the legislative jurisdiction of the Dominion but is 
administered by the provinces) the underlying 
assumption of the Act is that legislative juris- 
diction carries with it complete discretion as to 
policy, complete financial responsibility, and com- 
plete control of administration. But the Act is 
far from clear in the matter of jurisdiction 
over social welfare, and judicial interpretation has 
failed to remove obscurities. In the main it has 
been assumed that social welfare functions fall to 
the province by implication from its express and 
exclusive jurisdiction over “Asylums, Charities, and 
Eleemosynary Institutions in and for the Prov- 
ince’, “Property and Civil Rights in the Province”, 
“Municipal Institutions in the Province”, and 
“Generally all Matters of a merely local or private 
Nature in the Province’. On the other hand, it 
has been assumed that the Dominion’s exclusive 
jurisdiction over Indians, militia and defence, and 
over certain phases of public health (which will 
be discussed later), and its concurrent jurisdiction 
with the provinces over immigration, imply a 
limited jurisdiction for welfare purposes over. the 
special groups involved. But in general, provincial 
jurisdiction over social welfare and hence respon- 
sibility for policy and finance, has been deemed a 
basic feature of the Act, and any Dominion Juris- 
diction merely an exception to the general rule of 
provincial responsibility. 


Social Changes 1867-1980.—The discrepancy 
between this division of jurisdiction and the fiscal 
capacity of the provinces was not apparent at 
Confederation. The British North America Act 
was framed in an era when social welfare was a 
relatively minor function of government. In 1867 
over 80 per cent of the population was rural, living 
in farm-village communities. In such a society 
mass unemployment and mass destitution were 
unknown; welfare problems consisted in caring for 
weak or unfortunate individuals rather than for 
large dependent groups. The care of the individual 
was a function of the family, which, because of 
its economic self-sufficiency, was ordinarily com- 
petent to carry the load, as well as to meet the 
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economic vicissitudes of the family group as a 
whole. When the immediate family group failed, 
relatives, neighbours, private charity, or religious 
organizations, could be relied on for assistance. 
The welfare activities of the state were limited to 
occasional assistance in the form of poor relief by 
municipal or local authorities, and to regulation 
of private charitable organizations. 


The self-sufficiency of the family gradually 
declined with the progress of the industrial 
revolution, which had already begun in 1867, and 
with the development of an integrated, national 
economy. But the continent was undergoing an 
expansion unparalleled in history. The opening of 
the American West after the Civil War, the indus- 
trial expansion of the East, and later of the Great 
Lakes States, made the United States a magnet 
for young Canadians for sixty years after federa- 
tion. The opening of the Canadian West, and the 
remarkable period of expansion which set in after 
the turn of the century, were no less important in 
draining off surplus population from older Canada, 
especially from its rural areas. The immigrants 
who poured into Canada during this period 
were predominantly young and_ able-bodied, 
accustomed for the most part to a low and 
precarious standard of living and expecting no 
assistance from the state. Thus, despite the wide- 
spread decline in family self-sufficiency, the need 
for state social services did not become apparent 
before the Great War. Public health services 
had been considerably expanded but the problem 
of indigency was still almost wholly a problem 
of caring for isolated individuals (the aged, the 
orphan, the dependent widow, the temporary 
unemployed). Private charitable organizations, 
often with religious affiliations, had developed 
extensively and were assuming much of the burden 
of carrying unemployables hitherto borne by the 
family. This was especially the case in Quebec 
where the Church has long played an important 
role in welfare services.3 Municipal or county 
poor relief services had become general in the old 
provinces but they were still not costly. In an 
expanding economy with free land suitable for 
settlement and an open door for emigrants to 
the United States, mass unemployment was still 
unknown. 


But by 1913 the economy had developed some 
serious weaknesses. The cessation of railway 


8 For the social welfare role of the Church in Quebec see 
Appendix 5—Esdras Minville, Labour Legislation and Social 
Services in the Province of Quebec. 


expansion about 1913 threatened a mass unem- 
ployment problem for the first time, especially in 
the over-expanded construction industry, the new 
steel industry, and other industries geared to 
railway expansion. The slack, however, was 
quickly taken up by the War both through enlist- 
ment and the industrial boom consequent on the 
War. Moreover, the agriculture which had 
developed in the Prairie West was of a quite 
different type from that of Eastern Canada; it 
was dependent almost wholly on external markets, 
and it was one-crop agriculture, subject to the 
whims of nature. It lacked the self-sufficiency of 
eastern agriculture resulting from diversification 
and the receipt of a large income in kind. Com- 
pared to the rural areas of the older provinces, 
the family and rural community of the Prairie 
West were far less self-reliant, far less able to care 
for the economically dependent in time of economic 
distress. 


The Great War precipitated the assumption 
by the state of many new social functions. Wide- 
spread community efforts, both public and private. 
developed for the care of dependents of members of 
the armed forces. Mothers’ allowances also began 
during the period. The problem of re-employ- 
ment of over half a million former soldiers led 
to the development of provincial employment 
agencies, and Dominion efforts to co-ordinate these 
by a system of grants-in-aid. A sharp but short 
depression following the post-War boom created a 
problem of mass unemployment for the first time 
in Canada. The inability of local authorities to 
cope with it, and the fact that many of the 
unemployed were returned soldiers, led _ the 
Dominion to assist municipalities by small grants- 
in-aid. A brief interest in municipal housing, 
assisted by senior governments, developed. But 
mass unemployment was regarded as a temporary 
phenomenon, and no steps were taken to set up 
any permanent organization (other than co-ordina- 
tion of provincial employment offices) for dealing 
with it. The Dominion also embarked on costly 
services for pensions, and for the rehabilitation, 
medical after-care of former members of the 
armed forces. Finally, for the first time the 
Dominion became interested in the provision of 
public health services hitherto regarded as exclu- 
sively a provincial (and municipal) matter. A 
Dominion Department of Health was established 
primarily to co-ordinate provincial health activities, 
and a system of grants-in-aid to the provinces for 
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the suppression of venereal diseases was estab- 
lished.4 

The expansion of the 1920’s increased the 
vulnerability of the social structure, but at the 
same time hid the social changes. Industrializa- 
tion proceeded apace, with its attendant specializa- 
tion, growth of one-industry towns, and increasing 
numbers of wage-earners. Urbanization was in- 
creasing rapidly, and especially. the growth of large 
metropolitan areas with their “dormitory” suburbs. 
Wheat production in Western Canada expanded in 
response to renewed European demands for wheat 
and the absence of Russia from the export market. 
Meantime provincial and municipal budgets were 
expanding rapidly, especially to provide motor 
highways and streets and greater educational 
facilities. 

Social welfare, however, was becoming a highly 
significant item of public expenditure, especially 
in municipal and provincial budgets. As is evident 
from the following table the cost doubled between 
1921 and 1930, the largest increases being in 
provincial and municipal expenditures:— 


EXPENDITURES ON SOCIAL WELFARE BY ALL GOVERNMENTS 


(Excluding relief and military pensions and after-care) 


(Thousands of Dollars) 

—- 1913 1921 1926 1930 
Municipalities........... 8,161 | 18,786 | 20,686 | 28,285 
raVINCOR. 5 oe sas Ws pss) 52 4,343 | 12,133 | 18,520 | 27,256 
RMARARTLLONY 250 884.05 Gaoisheharatess 2,617 | 4,411 | 5,093 7,598 

Oup AcE PENSIONS 
IBTOVANGES ho) Mc) iis) s fia ee « —_- — — 6,132 
}Droyoas Fal tes ce ewe ee ps —- | — 5,668 
Total (excluding refunds) .| 15,121 | 35,218 | 43,294 72,129* 


*See Book III, Table 16. 


Apart from old age pensions the principal 
increases in provincial expenditures between 1921 
and 1930 occurred in public health and hospitals, 
mothers’ allowances, provincial institutions, and 


‘charity, the last of which more than doubled 


in cost between 1921 and 1930. 


4For growth of social services in greater detail see Appendix 
5—Minville, op. cit.; Appendix 6—A. E. Grauer, Public Assist- 
ance and Social Insurance; J. A. Corry, Growth of Government 
Activities Since Confederation, (Mimeographed), Ch. VII. 
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With one significant exception, old age pensions, 
the traditional division of responsibility for public 
welfare was not seriously challenged during this 
period. The proportion of old people in the nation 
had increased because of a falling birth rate, the 
slowing down of immigration, the continuous 
emigration of able-bodied workers to the United 
States, and increased life expectancy.5 Meantime 
self-sufficiency of the family group was declining. 
Combined with this was the indirect influence of 
the War. The death and permanent injury during 
the War of so many young able-bodied workers 
tended in the years following to leave to the state 
an increasing number of needy aged who would 
otherwise have been supported by their sons. The 
result was to increase steadily the burden of the 
municipalities and local governments for supporting 
the needy aged. Demands for old age pensions had 
been heard before the War, and they were renewed 
afterwards. The provinces with their limited tax 
resources hesitated, however, to embark on such 
a costly service. An urgent need had to be met 
and there had been no attempt to work out a 
contributory plan by which the younger people 
would provide for their own old age. Nor (owing 
to migration from province to province) could any 
one province have conveniently managed such a 
system. In 1927 the Dominion accordingly came 
to the aid of the provinces by offering to pay half 
the costs of pensions for needy aged up to a fixed 
maximum, the provinces to supply, and pay for, 
administration. The Western Provinces and 
Ontario quickly accepted the offer. In 1930 the 
Dominion’s share was increased to 75 per cent. to 
meet the case of the poorer provinces. The 
Maritime Provinces and Quebec shortly came under 
the scheme. Thus, without acquiring additional 
jurisdiction, the Dominion assumed heavy financial 
responsibilities for a costly function regarded by 
the Dominion and the provinces alike as a 
provincial responsibility. But indirectly old age 
pensions were a boon to municipalities since they 
lifted an important indigent group from municipal 
budgets. 


: 
CHANGES IN Uprer AcE Groups 1871-1931 


— 1871 1911 1931 


Number of persons 70 and over per 1,000 popu- 
TATION ears eb Rates te nie a ai teiinls Miele tah 21-2 28°3 33-2 


Number of persons 65 and over per 1.000 popu- 
BETO TI iN oop eels elo lal Sie ke ev sl oeaeer ale nastateletaas 36-4 46-6 55-5 
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The end of the boom of the 1920’s found a 
society profoundly altered from what it had been 
sixty years before. In 1871 over 80 per cent of 
the population was rural, but in 1931 scarcely more 
than 46 per cent; in 1871, 42 per cent lived on 
farms, but in 1931 only 26 per cent, and over 
one-third of those engaged in agriculture lived on 
the short grass plains of Western Canada where 
they were more vulnerable to climatic fluctuations 
and price changes than Eastern agriculture had ever 
been. In 1871 there had been only one city of 
100,000 population or more and it included only 
3°5 per cent of the population; in 1931, there were 
eight cities over 100,000 population and they in- 
cluded over 28 per cent of the population. While 
for 1871 the number of wage-earners is not known, 
by 1931 there were over 2,500,000, or almost two- 
thirds of all gainfully employed in Canada. But 
despite these and similar changes which indicated 
the development of a society highly sensitive to 
economic disturbances, Canada had not embarked 
upon an extensive program of social security 
similar to that of many European countries. 

The economic collapse was followed immediately 
by mass unemployment and destitution on a scale 
unparalleled in Canadian history. The wage- 
earner thrown out of work had few reserves and 
no alternative source of income to cushion the 
shock of loss of cash income as had the village 
craftsman or farmer of 1867. Moreover, the United 
States was suddenly closed to immigration, while 
almost unnoticed the supply of free land suit- 
able for agriculture had run out. The social 
problem was three-fold: mass unemployment of 
industrial workers; mass destitution in the wheat 
area of Western Canada due to crop failure com- 
bined with low prices; and a greatly increased 
number of unemployables becoming public charges 
because of the sudden inability of their relatives 
to care for them. 

A detailed account of various relief measures is 
here unnecessary. It will be sufficient for our 
purposes to note the principal characteristics of 
the system, or lack of system, which developed for 
handling the relief problem. 

At the outset the problem was regarded as a 
municipal responsibility, and this assumption has 
coloured the whole system ever since. The burden 
was first undertaken by the ancient municipal 
machinery of poor relief, assisted by private 
charity. But unemployment relief and agricul- 
tural relief in Western Canada were quite different 


6 For extended account see Appendix 6—A. E. Grauer, Public 
Assistance and Social Insurance. 


problems both in origin and in magnitude from 
municipal poor relief, and the machinery quickly 
broke down. Senior governments came to the aid 
of municipal and local governments by a system 
of short-term grants-in-aid, but the municipalities 
were left the responsibility of administration, 
including costs. All governments, however, 
regarded the situation as an emergency, and 
financial and administrative arrangements were 
hastily made on this assumption. Makeshift 
arrangements expected to be temporary have 
tended in the course of a decade to become 
permanent. 


Effect of Relief on Municipal Finances.—The 
utter inability of the municipalities to carry the 
relief burden is evident from the fact that out of 
a grand total of expenditures of all governments 
on relief from 1930 to 1937 of some $965 million, 
the municipalities carried only some $154 million, 
or less than one-sixth, despite the persistent pres- 
sure upon them by senior governments. More- 
over, the burden was very unevenly distributed. 
Unemployment was concentrated in metropolitan 
communities and one-industry towns, while agri- 
cultural relief was concentrated in the three 
Prairie Provinces, especially Saskatchewan. In 
1935, for example, 53 per cent of the number on 
relief were concentrated in urban and metropolitan 
communities comprising some 32 per cent of the 
population, and the total direct relief costs in these 
communities were 75 per cent of the total for all 
Canada. In the same year 20°8 per cent of the 
total relief expenditures were incurred in the 
metropolitan area of Montreal which had only 
9-6 per cent of the total population of Canada; 
19:18 per cent were spent in the metropolitan area 
of Toronto which had 7:6 per cent of the total 


population; and 15°5 per cent in eight other 
Ontario urban areas with 7 per cent of the total 
population. The burden also often fell very 


unequally on different municipalities in the same 
region, and even within the same metropolitan 
community. Exclusive residential suburban muni- 
cipalities escaped with virtually no additional relief 
burdens. Working-class municipalities, on the other 
hand, in many cases became completely bankrupt 
because of the huge load which suddenly fell upon 
them at the same time that real property values 
were shrinking and taxes on real estate were 
becoming increasingly difficult to collect.7 Many 
rural municipalities escaped any additional burdens. 


7 E.g., Ex. 21, Brief, Rural Ais ality of St. James, Mae 
Nx 22) Brief, Rural Municipality of East Kildonan, Man.; Ex. 
23. Brief, Rural Municipality of West Kildonan, Man. 
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On the other hand, many of the rural municipalities 
of Saskatchewan at times had close to 100 per cent 
of their total population on relief.8 Between 1931 
and 1937 many municipalities, especially in Western 
Canada, were quite unable to carry their allotted 
shares of the load and senior governments were 
compelled to come to their aid by making the 
terms of grants easier, or by means of loans, or 
in both ways. 


Even in cases where municipalities were able 
to carry their share of relief, it was often at the 
expense of upkeep of public works, education, and 
other services. Despite Dominion grants-in-aid 
for relief works, municipal capital expenditures fell 
far below normal, thereby increasing unemploy- 
ment. Moreover, an undue load was frequently 
thrown on real property, the principal source of 
municipal revenues, at a time when income from 
real property had seriously declined and property 
values had been shattered. In an effort to collect 
back taxes many municipalities became loaded up 
with real property. In all municipalities where the 
tax burden on real estate had become unduly 
heavy, new construction and private enterprise 
were further handicapped, thereby tending to 
retard recovery.® 


Effect of Relief Expenditures on Provincial 
Finances.—The impact of relief upon provincial 
finances has been dealt with in Book I, and only 
the more obvious effects need be pointed out here. 
Without Dominion aid probably no province could 
have financed relief. Dominion aid, however, was 
apportioned largely on the basis of a percentage of 
costs, and substantial though Dominion contribu- 
tions were, this system could not prevent great 
differences in the relief burden as between prov- 
inces and violent fluctuations of provincial costs 
from year to year. ‘ 


PER CAPITA COST OF TOTAL RELIEF EXPENDITURES 


a 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 


Prince Edward Island....} 3.63) 2.71] 0.68} 4.64) 10.55) 6.72) 6.20 
Noval Scotia fii ah 4.99} 7.37] 6.16) 4.55) 5.77| 5.05] 4.72 
New Brunswick...... 6.29) 1.21] 4.51) 3.16) 5.61) 5.68) 3.35 
Otenecs.tifanees Wien 6.00} 6.47} 7.49] 10.55) 8.67] 11.44) 9.83 
ULATION 0s 5120.c tables eee ne 6.22) 9.60) 9.08) 16.71] 14.83) 10.44) 7.59 
Manitoba, tacit. msciveoes is 12.26) 10.40) 9.95} 10.53) 13.81] 17.14) 13.65 
Saskatchewan.............] 26.04) 14.15) 11.00] 22.61) 19.99] 24.35) 66.35 
Allbortenten fr aid ce aed 9.13} 7.92) 6.54] 7.93) 9.21) 11.89) 9.83 
British Columbia......... 12.11] 12.63} 11.33] 13.67] 15.40] 13.39] 12.00 
8 Ev. p. 1308. 


®For discussion of taxation of real property see Section B, 
Ch. VIII. 
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The staggering load, and the sharp variations as 
between provinces and from year to year are clearly 
illustrated by the following table which shows all 
relief expenditures made through provincial and 
municipal agencies as percentages of the joint 
provincial-municipal current revenues for the peak 
year 1930:— 


RELIEF EXPENDITURES BY PROVINCIAL AND MUNICIPAL 
GOVERNMENTS AS A PERCENTAGE OF CURRENT 
REVENUE FOR 1930 


a 1931 | 1932 | 1933 | 1934 | 1935 | 1986 | 1937 


FON |S, #0a, | ee sbi 7O Any ZO) aN heey faluaee 


Prince Edward Island....} 20-2 | 15-2 | 38-6 | 26-1 | 59-4 | 39-1 | 36-5 
Nova Scotia. ene! fess 16-8 | 25-1 | 21-1 | 15-7 | 20-0 | 17-8 | 16-8 
New Brunswick........... 21-3 | 4-2 | 15-7 | 11-2 | 20-0 | 20-5 | 12-2 
QOueheow ye seo we | 15-0 | 16-4 | 19-3 | 27-7 | 23-1 | 30-8 26-8 
Ontario SIE Pei BI RR A 11-1 | 17-4 | 16-9 | 31-6 | 28-4 | 20-1 14-7 
Manitobarsnceehisod eo: 24-8 | 21-4 20-5 | 21-7 | 28-4 | 35-3 | 28-3 
Saskatchewan............. 57-9 | 31-9 | 24-7 | 50-8 | 44-9 | 54-7 | 150-2 
Alberta vas rc uitia Suis gay | 18-1 | 15-9 | 18-8 | 16-2 | 19-1 | 24-9 20-7 
Bee: 

British Columbia......... 17-9 | 19-0 | 17-2 | 21-1 | 24-2 | 21-4 19-2 


All relief expenditures through provincial and municipal agencies, 
including Dominion grants-in-aid (direct relief, relief works, and agricul- 
tural aid) are included, but relief expenditures made directly by the 
Dominion are not. 

Efforts were made by all provinces to pare 
expenditures, and most noticeably in the case of 
the Western Provinces where other services such as 
education, road maintenance and conservation 
suffered seriously. All provinces made vigorous 
efforts to maintain and increase revenues by new 
or increased rates of taxation. Some _ provinces 
resorted to wage taxes, some to disguised forms of 
retail sales taxes, all increased gasoline taxes, and 
all increased taxes on corporations. But it was not 
until 1935 that total provincial tax revenues reached 
the level of those of 1929. Thus the provincial 
burden of relief during the worst years of the 
depression had to be met out of depleted revenues. 
The inevitable result was to compel the provinces 
to resort to deficit financing on a scale unparalleled 
in the history of the Dominion. During the years 
1930-37 total provincial deficits on current account 
exceeded $300 million. The provincial share of 
relief during this period excluding charges to capital 
account of $200 million for provincial relief works, 
colonization and land settlement schemes, and relief 
advances to municipalities, amounted to more than 
$280 million or approximately 92 per cent of total 
provincial deficits on current account. The portion 
of provincial debt directly chargeable to relief 
mounted rapidly. 
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The combined pressure of relief and depleted 
revenues destroyed, temporarily at least, the credit 
of the four Western Provinces and they were all 
unable for a time to meet their respective shares 
of the relief burden either out of current revenues 
or by borrowing. In consequence, loans had to be 
extended by the Dominion to the provinces con- 
cerned.* In certain instances the provinces also 
were compelled to borrow from the Dominion the 
municipal share of relief and re-loan to the muni- 
cipalities. This was particularly so in the case of 
Saskatchewan. Substantial loans and bank guar- 
antees were also made from time to time to the 
Prairie Provinces to finance seed grain advances. 
The total of Dominion loans for relief purposes to 
the four Western Provinces from 1931 to 1937 was 
$125 million. Large inter-governmental loans of 
this sort can scarcely be conducive to sound public 
finance either on the part of the Dominion or of 
the provinces concerned, however necessary they 
may have been under the circumstances. Repay- 
ment of inter-governmental loans in a federal 
system is always liable to give rise to political 
difficulties and serious friction, and especially so if 
prior collection from electors or subordinate bodies 
such as municipalities has to be made by the 
borrowing government. 


The position of the Maritime Provinces and of 
Quebec in the later years of the depression should 
also be noted. These provinces, partly to provide 
work for unemployed, embarked upon extensive 
road construction programs during the later years 
of the period. Quebec also undertook an expensive 
land settlement scheme for the purpose of settling 
unemployed congregated in the cities. While these 
programs undoubtedly alleviated the problem of 
unemployment, the cost to the provinces concerned 


) DOMINION LOANS TO PROVINCES FOR 
RELIEF PURPOSES 


($000) 


_— 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 


Manitoba............... 1,600} 3,228} 803] 4,053) 4,682| 4,621] 2,959 
Saskatchewan........... 7,000) 1,734/11,314/10, 141/14, 245) 5,978] 11,604 
PUDELEA celia ce saitety ia: 956) 1,902} 2,082) 3,895] 7,669) 805 193 
British Columbia....... 1,554] 2,237] 1,884) 4,040) 6,596] 4,043] 2,914 
DOTA Tyce tetera: 11,110) 9, 101/16, 083/22, 129/33, 192/15,447) 17,670 


124,732 


+t Not including advances of some $29 million (net) during the 
same period to meet maturing obligations and interest. 


was very great and it tended to exhaust the credit 
resources of these provinces. It is impossible to 
assess the amount of these expenditures incurred 
for bona fide relief purposes as distinct from that 
for ordinary capital expenditures, but it is clear 
that the lessened credit reserves of all four Eastern 
Provinces have made it much more difficult for 
them to carry their present portions of the relief 
burden in the event of unemployment developing 
after their present capital programs on public works 
had been completed, or in the event of a recurrence 
of widespread unemployment from other causes. 


It is thus clear that the burden of relief has 
seriously strained the credit reserves of at least 
eight of the nine provinces, and it would appear 
doubtful whether they can carry indefinitely even 
their present shares of relief burdens. 


Increased Costs of Other Welfare Services.— 
Moreover, while relief was by far the largest item 
of welfare expenditures, the costs of other social 
services mounted rapidly, as is indicated by the 
following table:— 


EXPENDITURES ON SociaAL WELFARE BY ALL 
GOVERNMENTS” 


(Excluding relief and military pensions and after-care) 
(Thousands of Dollars ) 


— 1926 1930 1937 1939 


Municipalities............. 20,686 | 28,285 | 35,615 ? 
Provinces...........00.ee- 18,520 | 27,256 | 35,569 | 40,976 
Dominios hii eas eh 2 ae 5,093 | 7,598 | 15,169 | 7,258 


Oxtp AGE PENSIONS 


PYOVINCES His ia cislalcerauue cheats — 6,132 | 10,213 
Dominions ee. vee ten _ 5,668 | 28,666 
Total (excluding refunds) ...} 48,294 | 72,129 |124,383 i¢ 


The primary reason for this increase, which 
(apart from old age pensions) fell mainly on the 
provinces and the municipalities, was the decline 
in the capacity of the family to care for its weaker, 
or unfortunate members. This was especially 
noticeable where unemployment was most wide- 


10 Note: This table in part overlaps with the table on p. 17, 
but is so framed for the convenience of the reader. 


spread and prolonged, the depletion of family 
reserves tending to throw the costs of medical 
attention, and support of widows, orphans, and the 
aged on the state. The result was to increase 
substantially the already over-burdened financial 
structures of the provinces and the municipalities. 


Municipal Administration of Relief.11—Muni- 
cipal administration of relief was far from satis- 
factory. Short-sighted economy and lack of 
experience by the municipalities in many cases led 
to the entrusting of administration to an inadequate 
and untrained personnel with the result that 
inspection of relief rolls was skimped, and efficiency 
of administration suffered. It was, indeed, a 
common practice to choose part of the administra- 
tive staff from the municipality’s own relief rolls. 
In cases where relief rolls became unduly large, 
political pressure on local authorities often tended 
to cause laxity in granting relief. Hard-pressed 
municipalities everywhere tended to lump together 
employables and unemployables and to charge 
senior governments with contributions for the 
relief of both classes. In urban areas unemploy- 
ment relief thus became a “catch-all” for every 
type of indigent which had formerly been the sole 
responsibility of the municipality, and the same 
scales of relief rates as those available for the bona 
fide unemployed came to be applied to unemploy- 
able groups. 

One serious defect has been the complete 
lack of uniform relief standards. Municipalities 
generally have set their own standards in the 
amount of food, shelter, clothing, and medical care 
that should be allowed, and unless these appeared 
to be too high, the province has rarely intervened. 
Many smaller municipalities refused to pay relief 
at all, even when there was real need. Such 
standards as have gradually developed have 
emphasized immediate economy rather than 
adequacy, with complete disregard of long-range 


costs, such as the probable increase of deficiency | 


diseases (e.g. tuberculosis), or the breakdown of 
the morale of the able-bodied unemployed. 
Standards have tended to be those of poor relief, 
rather than for the maintenance of the efficiency 
of employables. 

Under municipal administration non-residents, 
transients, and migratory workers were neglected 
and their care inevitably created serious problems. 


11 For description and criticism of administration of relief 
see Final Report of The National Employment Commission, 
p. 27ff; Appendix 6—A. E. Grauer, Public Assistance and Social 
Insurance. See also description in Commission’s evidence of relief 
rar in various provinces: ¢.g., pp. 2238ff. (Sask.); pp. 5480-82 
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In order to keep down relief costs municipalities 
endeavoured to avoid all responsibility for these 
groups. MJResidence qualifications were stiffened 
and destitute families unable to qualify for resi- 
dence in a municipality were virtually left to 
starve except as assisted by private charity, or 
were shipped back to their former place of 
residence. The transient and the migrant in search 
of employment were generally treated as vagrants 
in the first years of the depression, and despite 
a change in policy whereby the Dominion has 
assumed a larger proportion of costs of relief 
for these groups, the practice everywhere has been 
to force them to move on. The treatment of 
transients, non-residents, and migrant workers 
throughout the period has indeed been far from 
humane, and has tended to reduce many able- 
bodied workers to a condition of unemployability. 
Moreover, there has been a marked tendency 
toward municipal protectionism in the matter of 
labour, as well as in relief, and toward the 
immobilization of labour,—tendencies likely to have 
serious effects on the national economy which has 
always depended on the free movement of labour 


to wherever work was available within the - 


Dominion. 

Grants-in-aid—From the Dominion’s point of 
view, the system of grants-in-aid has been far from 
satisfactory. Since the municipalities are creatures 
of the province, the Dominion has had perforce to 
deal with the province rather than directly with 
the municipalities. Having no direct control over 
municipal administration, it has been compelled 


‘to rely on advance agreements with the provinces 


and a post-audit of provincial expenditures. Both 
have been recurring sources of friction, the latter 
between Dominion and provincial officials, the 
former between governments. On the assump- 
tion that the need for relief was temporary, the 
Dominion has generally followed a system of short 
term (one or three months) agreements with the 
provinces. This system inevitably led to haggling 
over amounts and terms, and especially so when, 
as happened on occasion, the views of the Dominion 
and the provincial government differed as to policy. 
On the other hand, the practice of reimbursing the 
provinces (and through them the municipalities) 
for a fixed percentage of costs incurred without 
fixing maximum totals in advance, obviously opens 
the door to various abuses.12 


12For discussion of grants-in-aid as a device for financing 
unemployment relief see Appendix, 6—A. E. Grauer, Publio 
Assistance and Social Insurance, Ch. II; yee ete 7—J. A. 
Corry, Difficulties of Divided Jurisdiction, Ch. ; Luella Gettys 
The Administration of Canadian Conditional Grants. Ch. VIII. 
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The experience of the past decade seems to lead 
inevitably to the conclusion that Dominion grants- 
in-aid are a thoroughly unsuitable method of dealing 
with the problem of unemployment relief, and of 
agricultural relief on a wide scale. The variability 
of the load from time to time, and from muni- 
cipality to municipality, makes exceedingly difficult, 
if not impossible, a system of grants which will be 
politically acceptable and at the same time fair to 
the municipalities and provinces concerned. Grants 
based on dollar costs are not an equitable measure 
of assistance because the load varies so profoundly 
as between municipalities and as between prov- 
inces. On the other hand, grants in accordance with 
need are exceedingly difficult to estimate because of 
the lack of objective standards of measuring need. 
Further, they leave the door open to various abuses, 
since the greater the proportion of costs borne by 
the Dominion the less the incentive for the province 
or the municipality to keep down costs. Despite 
the magnitude of the sums involved, the Dominion 
has been unable to obtain sufficient control over 
administration to assure the efficient expenditure 
of its own funds. The difficulty has been enhanced 
by the fact that municipal administration can 
only be controlled by the Dominion indirectly 
through the province. Moreover, so greatly do the 
needs vary from province to province, and year to 
year in the same province, and so wide is the 
discretion necessary in estimating. grants, that 
political considerations may easily enter, either in 
awarding or requesting grants, and the temptation 
to make political capital out of a grant or out of the 
refusal or reduction of a grant is always present. 


The Failure of Remedial Action.—Perhaps the 
most serious indictment of the whole system of 
handling relief is that it has prevented the con- 
centration of responsibility for remedial policies. 
The underlying assumptions were that, in the first 
place, relief was essentially a municipal and, in the 
second place, a provincial responsibility, and that 
the Dominion was assisting other governments only 
as a matter of grace. Yet it was obvious that the 
municipalities were quite unable to take effective 
remedial action because of limited resources and 
lack of control of economic activities. When they 
did attempt remedial action it was frequently 
short-sighted and often economically unsound as, 
for example, in restricting the use of machinery 
on public works. The provinces were little more 
able to take effective action. Virtually the only 
methods available to them were those of public 
works and land settlement. Yet both types of 
policy were highly costly and neither policy, nor 


both together, could take care of large numbers 
of the unemployed. Those provinces which 
attempted either policy on an extensive scale soon 
found their credit resources badly strained. While 
in the latter years of the depression the Dominion 
did attempt to encourage remedial action along 
various lines such as re-training of unemployed, 
youth training, assistance to the provinces and 
municipalities for public works and housing, cheap 
credit for home improvement and private con- 
struction in housing, and reduction of taxation on 
capital improvements of industry, it cannot be said 
that these policies effectively alleviated the burden 
of relief. Much less can it be said that they cured 
unemployment. The principal difficulty has been 
that many Dominion schemes required co-operation 
from the provinces and municipalities, and usually 
proportionate contributions from them. On occa- 
sion the views of provincial governments as to the 
proper remedial policies differed from those of the 
Dominion, and co-operation was not forthcoming. 
In all cases where Dominion remedial policies 
required contributions from the provinces or muni- 
cipalities the effect was to increase their immediate 
financial burden, a condition which frequently 
deterred them from co-operation. Thus co-opera- 
tion between the Dominion and other governments 
was often absent and frequently the Dominion and 
the provinces worked at cross purposes. 


Economic and Financial Consequences of Divided 
Responsibility —_We shall later discuss the problem 
of jurisdiction in the field of the social services. 
generally, but it is desirable here to point to the 
main conclusion to be drawn from experience with 
relief during the past decade, and to discuss this 
conclusion in the light of broad economic 
considerations. 


Nothing in the history of Canadian government 
has contributed more to the breakdown of our 
system of public finance or has been productive 
of greater waste in the economy than the attempt 
to hold local governments primarily responsible for 
unemployment, as well as other, relief. All the 
provinces and many municipalities have accumu- 
lated debts which in most cases their revenue 
systems cannot efficiently support, and the credit of 
many municipalities and of certain provinces was 
completely destroyed. The manner in which the 
Dominion assisted the local governments has given 
rise to large inter-governmental debts, arbitrary 
transfers and difficult problems of administration 
which have seriously disrupted the harmony of 
Dominion-provincial relations. 


Mass unemployment in Canada, as in the past 
ten years, is largely the result of depression or 
economic changes abroad which are communicated 
to this country through the fall in export prices and 
demand. In the integrated and interdependent 
Canadian economy, the volume of capital invest- 
ment largely depends on the anticipation of an 
export market, and the export income determines 
the size of the internal market for manufactured 
goods. A rapid decline in export incomes produces 
a sharp contraction in construction activity and in 
industrial output thus creating a nation-wide 
_ problem of unemployment. 


As is more fully described in Book I of this 
Report, the various factors in the Canadian 
economy are today closely inter-related. The high 
degree of interdependence between country and 
town, between the primary and secondary occupa- 
tions, between the exporting and domestic indus- 
tries, is one of the most significant facts of our 
economic life. The economic opportunities and the 
real income of the wheat farmer, the miner, the 
fisherman and the lumberman who sell their 
products abroad, are in large measure determined 
by the tariff, transportation, developmental and 
monetary policies which are formulated on a 
national basis for the achievement of national 
purposes. Foremost among these national pur- 
poses is the maintenance and development of an 
industrial and a commercial community. Under 
the influence of these policies, the factory labourer 
in an Ontario city, the worker on a transcontinental 
railway, the clerk in a head office in an eastern 
metropolitan centre, and the investor in a national 
business enterprise, have come to be ultimately 
dependent upon the purchasing power of the 
exporters in every province of the Dominion. At 
the time of Confederation, local self-sufficiency 
and regional economic isolation and independence 
were the most noteworthy features of the new 
political union. Today the self-contained existence 
has disappeared and the income of Canadians is 
derived from an intricate and closely-knit economic 
organization which is transcontinental in scope. 
Now that the economic structure of the country 
is fundamentally national with respect to the 
attainment of economic welfare and opportunities 
for employment, it can no longer be compart- 
mentalized for the purposes of meeting the costs 
of widespread destitution and unemployment— 
except at the price of financial chaos and enormous 
waste. 

The extent of the unemployment in any industry 
or area has virtually no relation to purely local 
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conditions. The local municipality or province can 
do practically nothing to ameliorate the problem 
nor to hasten its disappearance. Nor is the prov- 
ince or the municipality a convenient authority 
for spreading the risks of unemployment over a 
term of years, by insurance methods or otherwise. 
All it can do is to try to meet the costs of relief 
until its revenues are exhausted and its credit gone, 
in which event it loses its financial independence 
and becomes a ward of the senior government. A 
system of federal grants-in-aid or inter-govern- 
mental loans which merely prolongs this process 
is no solution. 


Under the conditions of local responsibility the 
appearance of a serious problem of unemployment 
or destitution in any province means that large 
additional expenditures have to be met out of 
sharply falling revenues. The taxation powers of 
the provinces and municipalities are limited by 
the constitution, and in many cases they are unable 
to use effectively such powers as they have because 
of the tendency of the national surpluses or large 
net incomes to concentrate in certain areas. These 
governments are virtually forced to make all 
manner of imposts on consumption, on costs of 
production and on small incomes; imposts which 
are detrimental to business, discourage investment 
and render even worse the situation which they 
are trying to meet. If they fall back on con- 
tinuous borrowing, their credit is soon destroyed. 
And they lack sufficient power over economic 
activities to enable them successfully to alleviate 
the burden or to promote recovery. 


The Dominion is the only government which 
can meet, in an equitable and efficient manner, the 
large fluctuating expenditures due to unemploy- 
ment. Its unlimited powers of taxation give it 
access to all the incomes which are produced on a 
national basis regardless of where they may happen 
to appear, and it can obtain the needed revenues 
therefrom in a manner which is the least harmful 
to welfare and productive enterprises. With its 
control over the monetary system the Dominion 
is able to finance the temporary deficits that may 
arise from sudden increases in expenditure without 
suffering such a drastic weakening of credit as 
occurs when the budgets of local governments get 
seriously out of balance. The monetary and taxa- 
tion powers of the Dominion would enable it to 
follow a planned budgetary policy of deficits 
during depressions, and surpluses and debt repay- 
ment during prosperity,—a policy which is generally 
impracticable for provinces and municipalities. 
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Perhaps even more important than the heavy 
burden which arises from expenditures on unem- 
ployment relief and the difficulties connected with 
the division of the cost between the various levels 
of government, is the tremendous wastage which 
results from the enforced idleness of resources and 
men. The wastages which arise out of inefficient 
administration, the destruction of the credit of local 
governments, and forms of taxation needlessly 
harmful to business enterprise, are serious, but 
they are relatively small compared to the decline 
in national income and the permanent impairment 
of the efficiency and morale of labour which results 
from widespread and protracted unemployment. It 
is not suggested that it is within the powers of 
government to do away with depressions, partic- 
ularly in a country like Canada which is so largely 
dependent upon foreign markets, but governments 
can do a great deal to minimize the huge losses 
in national income. The planning of public works 
and developmental expenditures, an intelligent and 
co-ordinated use of credit, foreign exchange, trade, 
transportation and taxation policies are powerful 
instruments with which to combat unemployment 
and to reduce fluctuations in income. The Dominion 
is the only government which can use these instru- 
ments effectively. So long as the responsibility 
for unemployment rests with the nine provinces 
(and their creatures, the municipalities) which may 
follow different and conflicting budgetary, taxa- 
tion, development, and public works policies, 
Canada will be unable to eliminate the avoidable 
economic wastes and social consequences of mass 
unemployment. 


A 


2. THe REALLOCATION OF RESPONSIBILITY IN THE 
SocrAL SERVICES 


We have already discussed the historic develop- 
ments which brought about the present admin- 
istrative and financial chaos in the social services. 
The experience of the past decade has emphasized 
the supreme importance both of a clear division 
of responsibility between the Dominion and the 
provinces, and of adequate revenues for each to 
enable it to fulfil its responsibilities. We deal 
elsewhere with the transfer of debt burdens and 
the redistribution of revenues. It will be obvious 
that our proposals in this connection are inti- 
mately related to those which follow about the 
reallocation of responsibilities in the field of social 
welfare. We now proceed to lay down the prin- 
ciple of division which seems to us to allot to 
each authority its most appropriate functions. We 
shall later discuss the application of this principle 
to certain services and the ways and means of 


handling other services which for one reason or 
another cannot be allotted exclusively to either 
authority. 

In proposing a clear division of responsibility 
we have been guided by the principles enumerated 
in the introduction to this section of the Report: 
“The presumption that existing constitutional 
arrangements should not be disturbed except for 
compelling reasons”; a recognition of the “differ- 
ences in social philosophy between different regions 
in Canada”; the necessity for “economy and 
efficiency in government”; “the suitability of differ- 
ent jurisdictions for carrying the financial burdens 
involved,” and we have been careful in recom- 
mending transfer of jurisdiction to the Dominion 
to limit our proposals to what we consider abso- 
lutely necessary. 

The experience of the past decade is conclusive 
evidence that unemployment relief should be a 
Dominion function. By unemployment relief we 
mean relief or aid for unemployed employables 
as distinct from unemployables. Provincial respon- 
sibility for other welfare services should continue, 
and the provinces should be enabled financially to 
perform these services adequately. Provincial 
responsibility for social welfare should be deemed 
basic and general; Dominion responsibility, on the 
other hand, should be deemed an exception to the 
general rule, and as such should be strictly defined. 
But the Dominion should be given adequate juris- 
diction to perform efficiently whatever responsi- 
bilities are entrusted to 1t. 


PREVENTION AND RELIEF OF UNEMPLOYMENT 


The assumption of responsibility by the Dominion 
for relief or aid of unemployed employables would 
entail: (1) complete financial responsibility; (2) 
full control of administration. For efficient admin- 
istration it would also be essential: 

(a) That the Dominion define employability for 

purposes of administering unemployment 
aid ;13 


18 We adopt the terminology recommended by the National] 
Employment Commission (p. 33): 

“J, ‘Aid’ to designate moneys granted by the Dominion to 
alleviate conditions of persons in need, whether because of 
unemployment, loss of gainful occupation, or agricultural distress, 
classified respectively as ‘Unemployment Aid’, ‘Occupational Aid’, 
and ‘Agricultural Aid’. 

2. ‘Assistance’ to designate payments made under regularized 
statutory provisions on a definite basis to meet continuing social 
need, whether the same be paid wholly by the Provinces and/or 
Municipalities, as in the case of Mothers’ Allowances, or jointly 
on a Dominion-Provincial contributory basis, as in the case of 
Old Age Pensions. 

3. ‘Relief’ to designate payments made by the Municipalities 
for the relief of destitute or indigent individuals. Such relief is 
subdivided into ‘outdoor relief?’ where accorded to the person 
living in his ordinary place of abode, and into ‘indoor relief’ 
where custodial or institutional care is in question. 

4. “Voluntary Aid’ to designate help accorded distressed indi- 
viduals by services under voluntary operation and supported 
mainly by voluntary contributions.” 


(b) That the Dominion have full control of 
administration of unemployment aid; 

(c) That a national employment service be 
established and administered by the 
Dominion without prejudice to the right of 
the province to continue or develop an 
employment service of its own;14 

(d) That the Dominion be empowered to estab- 
lish a system of compulsory unemployment 
insurance. 


The first three of these essentials might or might 
not require constitutional amendments, but unem- 
ployment insurance is quite another matter in view 
of the recent decision of the Judicial Committee of 
the Privy Council.15 While the desirability of 
unemployment insurance as a means of alleviating 
the burden of unemployment is debatable—and we 
discuss this later16—it is highly unlikely that any 
province would institute a scheme of insurance 
for a group for which the Dominion had assumed 
financial responsibility. Further, it is important 
that the Dominion should be able, if it deems 
desirable, to institute an insurance scheme as part 
of its general method for handling unemployment 
relief. We recommend, therefore:— 


(1) that all doubts should be removed as to 
the power of the Dominion to pay and 
administer unemployment aid, and to estab- 
lish a national employment service; and 


(2) that the Dominion Parliament be given 
jurisdiction to establish unemployment insur- 
ance. 


Jurisdiction in these matters might be made con- 
current (as in the case of immigration and agri- 
culture) or the Dominion might be given exclusive 
jurisdiction over relief for unemployed employables, 
the establishment of employment offices for this 
class,* and unemployment insurance. If the latter 


14 Prima facie such a provincial service would be essential 
to deal with those unemployed not in receipt of aid from the 
Dominion (e.g. partially employables) but as suggested elsewhere 
the Dominion might undertake such services for any province by 
arrangement, presumably for reimbursement for costs of services 
rendered. 

15 Reference re Unemployment and Social Insurance Act, 
[1937] A.C. 355; [1937] 1 D.L.R., 684. This decision did not 
deal expressly with the establishment of employment offices by 
the Dominion which was also provided for by the Act in ques- 
tion. The Board held that the Act was “in pith and substance... 
an insurance Act,” and that the other features were “so inex- 
tricably mixed up with the insurance provisions’, that it was 
impossible to sever them. 

16 For extended discussion of social insurance in general as 
well as of unemployment insurance, see p. 35 ff. 

*T.e., a province should still be entitled to establish or 
authorize employment offices for other groups as envisaged by 
para. (c) and footnote 14 above. 
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course is adopted the extent of jurisdiction trans- 
ferred to the Dominion should, however, be clearly 
and precisely defined.17 

Defimtion of Employability and Eligibility for 
Unemployment Aid—Our proposal is that a 
clear line should be drawn between employables 
and unemployables and that the Dominion should 
assume responsibility for employables only. In 
order to secure uniformity in the definition of 
employability, and hence equality of benefit for all 
provinces and municipalities, it would be essential 
that the definitions of employability and of 
eligibility for Dominion aid be made by the 
Dominion.18 Any definition for legal or admin- 
istrative purposes is bound to be somewhat 
arbitrary, but it is basic to our scheme that the 
province (and its municipalities) should be 
responsible for public assistance for all groups and 
individuals who do not come under the Dominion’s 
definition. 

But a clear definition will not alone solve all 
difficulties. A wide discretion in applying the 
definition will have to be left to officials on the 
spot. While theoretically an individual declared 
unemployable by the Dominion service would ipso 
facto be a provincial (and municipal) responsi- 
bility, hardship might easily result from the 
reluctance of local authorities to accept the ruling 
of a local representative of a Dominion service. 
Moreover, the charge of unfairness by Dominion 
officials might well give rise to friction between 
the Dominion and a province. We think it is 
essential, therefore, that local appeal boards, on 
which both the Dominion and the province (or 
the municipality) would be represented, should be 
established to hear appeals of individuals or 
the municipality against the ruling of the local 
office of the Dominion service as to the employ- 
ability (and, hence, the eligibility for unemploy- 
ment aid) of any particular individual. Presum- 
ably a local judge or magistrate might sit as 
chairman of such a board. Such a board could 
not, of course, alter the definition of employability 
as laid down by the Dominion Parliament; its 


17 Attention of the Commission has been drawn to the legiti- 
mate apprehension of Quebec that the allocation of new powers 
to the Dominion might carry with them ancillary power likely to 
trench upon rights defined by the Quebec Civil Code. In so far 
as our recommendations are implemented by legislation it wil] be 
the duty of the draftsman to guard against this possibility. 


18 Both the definition of employability and that of eligibility 
for unemployment aid would no doubt change from time to time. 
They would include such matters as: minimum and maximum 
ages both of male and female workers eligible for aid; mental 
and physical capacity to earn an adequate wage not less than 
the provincial minimum; willingness te work; provision for a 
means test; eligibility for aid for unemployment due to illness; 
responsibility of family or relatives; eligibility of dependents o 
unemployed employable for aid; etc. 
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duty would simply be to interpret and apply the 
rule in particular cases brought to it by way of 
appeal. But it would be inherent in the scheme 
that should an appeal by a municipality against 
the ruling of a Dominion relief official result in 
confirming the employability of the worker con- 
cerned, the municipality would be entitled to a 
refund from the Dominion for sums spent on his 
relief for the period during which the board deemed 
him employable. A board with such powers would 
be of value in assuring both applicants for Dominion 
aid, as well as municipal authorities, of the fairness 
of Dominion administration, and should greatly 
reduce the reluctance of municipalities to provide 
interim care in cases which it believed to be 
properly a Dominion responsibility. 


The Employment Service——A national employ- 
ment service under Dominion control is a vital 
link in our proposals. We thoroughly agree with 
the findings and recommendations of the National 
Employment Commission on this point:— 


“Rarly in the Commission’s investigations it became 
evident that the first and most vital step necessary 
to the successful handling of employment, re-employ- 
ment and Aid administration problems is the develop- 
ment of more efficient Employment Services through- 
out Canada. The present Provincial Employment 
Services are in practice unfitted to meet the exigencies 
of the situation. Divided responsibilities and diversity 
of aims between different Provinces; unequal develop- 
ment as regards numbers, types and functions of local 
offices; unsuitable locations of premises; defects in 
Provincial boundaries when used as economic admin- 
istrative units, etc., have all tended to result in the 
Provincial Employment Services not being utilized 
fully either by employer or by employee. 

The provision of a proper link between employer 
and employee; of local advisory councils supple- 
mentary to local Employment Service offices in order 
to provide focal points for attacks on local problems; 
of means for gauging the relative degree of employ- 
ability of those in receipt of Aid, are of pre-eminent 
importance if any real progress is to be achieved in 
handling unemployment problems. Indeed this is the 
experience of other countries also. 

Bearing in mind the desirability of uniformity of 
practice where financial Aid for the Dominion is in 
question; of freedom from local pressure in admin- 
istration; of a Dominion source of local information 
independent of Province or Municipality in respect to 
unemployment assistance, etc., the Commission recom- 
mended in August, 1936, that the Employment Service 
be administered nationally. In any case the situation 
requires increased and improved service which will 
cost more, but it is recognized that national admin- 
istration in itself would not add anything to the total 
cost to the country as a whole. The Commission, 
however, believes the extra cost to the Dominion 


government of the transfer from the Provinces would 
be more than offset by efficiencies and, therefore, 
economies which would result.”19 


Opinions expressed in our hearings in general 
agree with the views of the Employment Commis- 
sion that the employment service is more appro- 
priately a Dominion service.?° 


Administration of Unemployment Aid—The 
functions of a national employment service would 
not only be those of redistributing labour in accord- 
ance with the opportunities for work; we think 
that at the outset at least it could conveniently 
form the core of the administrative service for 
administration of unemployment aid, and of unem- 
ployment insurance if this were established. It is 
thus essential that an efficient and adequately 
staffed service be instituted. The assumption of 
administration of unemployment aid should not 
involve the establishing of a great many more 
offices than now exist under the provincial employ- 
ment services. Unemployment during the past 
decade has been concentrated in industrial areas, 
in most of which provincial employment offices now 
exist. The division of the staff dealing with relief 
could be expanded or contracted in these centres as 
employment fell or rose, as in the case at present in 
municipal administration of relief. As for aid for 
employables in rural or village communities remote 
from industrial centres, this, we think is relatively 
a minor problem, and might be dealt with by using 
local or municipal institutions dealing with unem- 
ployables as agencies for relief for employables. 
We think that an inspection and audit system could 
be devised to afford adequate protection for the 
Dominion’s interests in communities where the 
problem of relief for employables was not suffi- 
ciently large to warrant a local office of the 
Dominion service. 

To assure adequate coverage of the field on the 
one hand, and to prevent duplication of relief 
services on the other, close co-operation would be 
essential between Dominion officials concerned with 
employment and local officials or private associa- 
tions engaged in welfare activities. But we do not 
think this should be difficult to attain, especially 
as social service administration develops a profes- 
sional tradition. Close co-operation in provincial 
welfare policies and federal policies for alleviating 
unemployment will also be necessary. For example, 


19 Interim Report, pp. 17-18. 

20 Ex. 16, Memo. Manitoba Dept. of Labour; Ex. 214, Cana- 
dian Ass’n of Social Workers, B.C. Mainland Branch; Ex. 380B, 
Canadian Welfare Council; Ex. 383, United Church of Canada. 


employment offices should be in close touch with 
municipal and provincial public works activities. 
Federal employment offices could also be made 
available for placing in employment wherever 
possible those who might not be recognized as 
employables by Dominion regulations, as for 
example, physically handicapped persons, or part- 
time workers. Additional expenses might be 
incurred by the Dominion for this service but 
reimbursement or purchase of the service by the 
province should be possible. Federal regulations 
on many points would also have to be integrated 
with provincial regulations. While unemployment 
aid would aim primarily to maintain the employ- 
ability of the worker, minimum going wages in the 
community should be maintained above this rate. 

In conclusion, the Commission recognizes that 
its proposals leave unsolved many important 
problems of definition and administration, among 
them: To what extent should aid for unemployed 
employables include relief for their dependents? 
Should unemployment aid be entirely cash relief 
or partially in kind? Should aid vary in accord- 
ance with local costs and standards of living? To 
what extent should unemployment aid scales differ 
from insurance benefits, assuming an unemploy- 
ment insurance system is adopted? Under what 
conditions would an employable become an unem- 
ployable and thus the responsibility of the province 
(or the municipality)? Under what conditions 
should an unemployable become an employable? 
But these are details of policy and administration 
which the Commission feels are beyond its duty 
to advise upon; in any case, many of them can 
only be decided wisely in the light of experience. 
The Commission’s function is to recommend the 
appropriate division of responsibility in principle, 
rather than to elaborate a complete scheme of 
definition and administration. 


The Prevention of Unemployment.—If the 
Dominion assumes full responsibility for relief 
of employables, it should have much stronger 
incentive than under the present system of divided 
financial responsibilities to adopt vigorous remedial 
policies and policies to prevent unemployment 
from arising. As has been pointed out above, the 
Dominion has control of various economic weapons 
—monetary, credit and trade policies, etc—with 
which it can combat unemployment. It is not our 
function to map out a program for controlling 
employment, but such a policy to be at all effective 
would demand close co-operation at many points 
between Dominion, provincial and municipal gov- 
ernments, and it is with these inter-governmenta] 
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relations that we are here concerned. Two methods 
for influencing the volume of employment call for 
special consideration in this connection, viz., the 
timing of public works, and the use of relief works 
in periods of unemployment.21 

By the “timing of public works” is meant the 
postponement of works which are necessary, but 
not urgently needed, until private enterprise has 
ceased to provide reasonably high employment in 
the construction industry. Public expenditures 
are thus held in reserve and are used to offset 
inactivity which the construction industries experi- 
ence in the early stages of depression. It is 
essential for the success of such a plan that the 
governments concerned should build up surpluses 
(or retire debt) in prosperous years, and it is highly 
desirable that their construction programs at the 
onset of a depression should be co-ordinated. 
Timing of public works, in this sense, is a cautious 
and conservative policy. 

The extent to which a policy of timing public 
works can be used without undue waste must 
depend on the circumstances of the day, on 
acquired experience, and on systematic planning. 
The experience can best be acquired and planning 
is most likely to be wise if the whole problem of 
unemployment is brought under the single control 
of the Federal Government, which will have every 
inducement to work out a long-time policy rather 
than the hand-to-mouth policy which all govern- 
ments in Canada have hitherto pursued, and to 
enlist the help of provinces and municipalities in 
implementing it. 

The National Employment Commission thus 
describes the types of works which might with 
advantage be included in such a policy:— 

“A program looking toward the expansion of public 
expenditure might include public works, the needs 
for which have been surveyed in advance and the 
engineering details of which have been fixed during 
the initial period of the depression. A preference 
may well be given to those works employing propor- 
tionately large amounts of direct and unskilled labour, 
and to those which can be curtailed readily as the 
volume of private expenditure rises during the recovery 
period. A relatively small place should be given to 
public buildings, which require in the main highly 
skilled trades, that is unless a supply of skilled labour 
is available. In the selection, timing, and location of 
public works, the greatest care should be exercised 
that public works do not compete with private 
employers for workers, this in view of the relatively 
high proportion which private expenditures must 
always bear to governmental expenditures. 


21 Both these policies are discussed in the Report of the 
National Employment Commission, pp. 31-82; 34-37. 
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Works undertaken in such programs should be those 
which have a definite value in promoting the com- 
petitive strength of Canadian industry, and in improv- 
ing the conditions of life in the Dominion. They may 
properly include: 

Building of highways to permit the development 

of mining, tourist and other resources; 

Development and preservation of tourist regions; 


Projects for the improvement and protection of 
public health and safety (such as provision of 
Municipal pure water supply and sewage disposal 
projects, elimination of railway and highway 
grade crossings, etc.) ; 


Slum clearance and low rental housing schemes in 
urban areas; 

Forestry plans for extending and preserving forests; 

Reclamation and conservation projects; 


Land clearance and settlement projects where the 
conditions are clearly favourable to successful 
settlement. 


It is important that the projects should be such as 
can be planned thoroughly in advance, as are capable 
of postponement, and as do not increase public 
expenditures permanently through heavy maintenance 
charges.’’22 


While the Dominion can plan its own public 
works (railways, canals, harbour improvements, 
etc.) in accordance with the business cycle, the 
largest. expenditures on public works now normally 
fall within the provincial-municipal field (high- 
ways, power development, street improvements, 
sanitation, etc.). Direct control of the public 
works policies of municipalities is, of course, a 
provincial and not a Dominion matter. Likewise, 
the Dominion has no direct control over provincial 
public works expenditures, so long as they are 
financed out of revenues or on the sole credit of 
the province. There appears, however, to be scope 
for close co-operation between the provinces and 
the Dominion in stabilizing employment, if the 
former are willing to postpone the less urgent 
provincial and municipal public works in times of 
prosperity. The Dominion, which would have to 
bear the burden of unemployment would have an 
interest in helping to finance these public works in 
times of adversity. A policy of timing public 
works presumably would include Dominion works 
and capital expenditures on railways, both public 
and private, as well as provincial and municipal 
works. Such a policy, co-ordinated with credit, 
monetary and taxation policies, would largely 
determine the volume of public works expenditures 
and would have considerable influence on the 
volume of employment. 


2 P. 35. 


In view of the great desirability of timing public 
works generally and of the role which Dominion 
credit and monetary and taxation policies may play 
in such a program, especially if our financial 
recommendations are implemented, it is of great 
importance that there be constant consultation and 
co-operation between the provinces and_ the 
Dominion in this field. It is probable that a 
permanent committee or council on which the 
Dominion and the provinces were represented would 
be useful for this purpose. Such a council or 
committee might be formed as an adjunct of regular 
Dominion-Provincial Conferences, or as an inde- 
pendent body with its own technical staff. 

While we have condemned grants-in-aid as a 
means of financing unemployment relief we do not 
think the same considerations apply with respect 
to grants-in-aid for “timed” public works. In the 
case of public works it would appear that the 
Dominion’s interest can be adequately protected 
by restricting aid to works approved in advance, 
and by objective engineering standards, as well as 
proper accounting practices, which can be applied 
both during construction and after completion of 
the work. 

In contrast with these policies which aim at 
giving employment to special categories of labour 
in their normal occupations, special or “relief 
works” may be provided on which those who would 
otherwise receive unemployment aid may be 
employed. It is usually a local or provincial 
authority which is in a position to formulate 
such projects. Hitherto these authorities have 
been in a position to employ people to whom 
they would otherwise have had to pay relief. The 
National Employment Commission proposed that 
the Dominion, if it pays unemployment aid, should 
encourage the local authorities to undertake projects 
of this kind on which persons in receipt of unem- 
ployment aid from the Dominion would be required 
to work for the time necessary to earn their relief.23 
The local authority would thus be able to get useful 
work done at small cost. 

An alternative course of action would be for 
the Dominion to encourage relief projects by local 
authorities by means of grants-in-aid, provided 
work were given only to those on the Dominion’s 
employment rolls and in receipt of unemployment 
aid. 

Yet certain limitations and dangers to a policy 
of relief works should be noted. The cost of 
relief works frequently is out of all proportion to 


28 Pp. 30-31. 


the savings in expenditures for direct relief, and 
in any case it is extremely difficult to employ a 
large proportion of the unemployed in the event 
of widespread depression.24 Despite obvious 
advantages in morale of providing work instead of 
relief, relief works may in fact be highly uneco- 
nomic if, for example, they are unneeded by the 
community, or if manual labour is unduly favoured 
over machines. Relief works may also compete 
with private industry, and wage scales on relief 
works may compete with the wage scales in private 
industry. It may be difficult to employ workers 
of highly specialized skills without detriment to 
their efficiency, and it may also be difficult to secure 
bona fide work from labour. Finally, political 
factors may enter unduly in the selection of 
projects, and even in the selection of labour—a 
possible danger for “timed” public works as well. 
But we call attention to these difficulties and 
dangers of a works relief policy merely to indicate 
its limitations. 


RELIEF TO PRIMARY INDUSTRIES 


Assistance for the victim of natural forces—the 
farmer whose crop has been hailed out, the fisher- 
man whose nets have been swept away—has 
traditionally been a local responsibility. Generally 
speaking, the circumstances and the appropriate 
forms of assistance vary so greatly between indi- 
vidual cases that only local administration can meet 
the needs promptly and efficiently. It also appears 
appropriate that the financial liability should be 
local; it is in effect a flexible form of group insur- 
ance against the natural risks characteristic of the 
community industry, and a proper expense of that 
industry. . 

It is not easy to distinguish clearly between 
distress due to some natural disaster, and distress 
due to unfavourable marketing conditions, inflated 
costs, and other economic factors. Where the 
former is the case, and only the occasional indi- 
vidual is affected, the community can easily bear 
the financial responsibility of his relief; where the 
latter is the case, the whole community is likely 
to become impoverished. In the diversified and 
largely self-sufficient agricultural areas the economic 
factors are not so important, and minimum sub- 
sistence standards at least can be maintained from 
local resources, but in the more specialized cash- 
crop areas the whole basis is much more vulnerable. 


24Thus in March, 1934, despite a large number of relief works 
under way, only 150,000 relief recipients were thus employed out 
of a total relief rol] of over 1,500,000. See Appendix 6—A. E. 
Grauer, Public Assistance and Social Insurance, Ch. II. 
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Hither failure of the cash crop, or low prices and 
restricted markets will likely make necessary sub- 
stantial cash assistance—which in an impoverished 
industrial area might have its counterpart in 
increased tariff protection. In serious cases the 
local community’s financial resources and credit 
will quickly be exhausted. 


The Canadian wheat industry is the outstanding 
case of the dependence of a large area, and a large 
sector of the whole national economy, on the profit- 
able production of one product. When an unpre- 
cedented series of crop failures coincided with 
record low prices, provincial and then Dominion 
governmental assistance was necessary to prevent 
complete collapse of the industry. In such circum- 
stances there could be no question of adhering to 
the traditional allocation of responsibility, and the 
Commission does not suggest that an attempt 
should have been made to have done so in the 
past, or should be made if similar conditions should 
again develop. 


But it does seem clear that very serious abuses 
and wastes occurred as a result of the breakdown 
of local responsibility and the confusion which 
ensued. Farmers who were completely destitute 
needed, in addition to subsistence for themselves 
and their families, seed grain, feed for their stock, 
tractor fuel and repairs, binder twine; in short, all 
the operating expenses of the industry. Partic- 
ularly in the case of Saskatchewan, which was both 
the hardest hit, and the most lacking in alter- 
native resources, supplying the operating costs 
proved greatly beyond the financial capacity of 
joint provincial and municipal governments. Very 
large sums were then advanced by the Dominion, 
and they ultimately, through provincial and muni- 
cipal agencies, reached the farmer. Provincial 
and municipal governments, however, could not be 
expected to undertake the unpopular task of 
collecting these debts to reimburse the Dominion 
as actively and aggressively as if it had been their 
own funds which were involved. An even more 
serious abuse than the financial losses due to lax 
collection, was the premium put on appeals to the 
government for assistance even when the individual 
could have met some or all of his own needs. A 
man would very naturally hesitate to risk his own 
money when his neighbours were being financed 
by the government, and it was natural also that 
a man who had saved his money would feel very 
bitter if forced to carry himself while less provident 
neighbours borrowed from the government and were 
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then permitted to evade repayment. The practices 
which were encouraged under this system did 
incalculable damage to the general morale. 


The Commission consequently recommends that, 
in the event of repetition of the need for the 
Dominion advancing the operating costs of a 
primary industry, the Dominion should make the 
advances and collections directly. This need will 
only arise if the Commission’s financial recom- 
mendations are not implemented. If these recom- 
mendations are implemented, a province of course 
would not have to borrow from the Dominion, but 
would be able, on establishing its need, to obtain 
an emergency grant,26 or to borrow from other 
sources, since the increased service on its debt would 
be met by an increased National Adjustment Grant. 


But whether or not its financial proposals are 
adopted, the Commission recommends that the 
Dominion should furnish directly operating cost 
advances, if these have to be made, whenever it 
undertakes the regulation of a primary industry, 
including control of the marketing of the product 
and setting its price. The Commission believes that 
the result would be greater efficiency in collections, 
substantial savings of public funds, and equity and 
fairness as between individuals in the industry, 
since the Dominion, through its monopoly control 
of the product, could reimburse itself directly. In 
such cases, and in accordance with the general 
principle underlying the Commission’s financial 
recommendations that the provinces and muni- 
cipalities should be provided with as stable revenues 
as possible, local and provincial tax levies should be 
given priority over recovery of these advances. 
This recommendation would appear to require no 
constitutional change, and would apply only to 
those cases in which the Dominion already had, 
as a matter of fact, recognized the need for national 
aid to and responsibility for an industry. Nor 
would the general principle of the Commission’s 
recommendations that the province (and its muni- 
cipalities) should be responsible for relief of 
destitution arising from causes other than unem- 
ployment be affected. Relief of destitution among 
farmers or other primary producers would still 
remain the responsibility of the province, even if 
the Dominion had come forward to relieve the 
industry by advancing operating costs, unless the 
Dominion had expressly extended its definition of 
eligibility for unemployment aid to include such 
en, But we do not recommend that it should 
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°6 for details of financial recommendations see Section B. 


PROVINCIAL WELFARE FUNCTIONS 


It is fundamental to our recommendations that 
the residual responsibility for social welfare func- 
tions should remain with the provinces, and that 
Dominion functions should be deemed exceptions 
to the general rule of provincial responsibility. We 
have recommended that the Dominion should 
assume responsibility for the prevention and relief 
of unemployment. We shall later discuss the 
special problems of non-contributory old age 
pensions, public health and social insurance. But 
it is basic that the provinces should be deemed 
responsible for providing for cases of need not 
actually covered by Dominion services. We shall 
now examine very briefly the main services which 
will remain with the provinces. 


Indigency or “Poor Relief”.—This is the residual 
category of the social services and under our 
recommendations it covers those in need who are 
not qualified for inclusion on the unemployment 
aid rolls of the Federal Government or provided 
for by other specific social services. ‘Poor relief” 
has been the traditional responsibility of the prov- 
inces and municipalities, and in our opinion it 
should so remain. Those to be provided for by this 
service will include many who are totally and even 
permanently unemployable, many who are partially 
employable but who cannot become fully self- 
supporting and, at any given time, men and women 
who are not without some claim to be employable 
but who, for one reason or another, may be refused 
a place on the employment rolls of the Dominion. 
It is an essential part of our proposal that there 
should be no possible doubt as to the exclusive 
responsibility of the provinces for these groups. 
The Dominion may extend the scope of its services 
from time to time but, for all needy persons who 
at any one time are not given necessary care by 
the Dominion through any of its several specific 
schemes, provision of such care should automatically 
be a responsibility of the province, and no one 
should be exposed to refusal or delay of necessary 
assistance on the ground that the Dominion ought 
to have provided for him. 

There will inevitably be many points at which 
Dominion and provincial services interlock, and to 
avoid serious hardship to some individuals the 
principle of residual responsibility of the prov- 
inces should be rigidly observed. Thus if the 
Dominion in providing unemployment aid makes 
no provision for medical services to recipients, and 
their dependents, the responsibility for providing 
such services should rest without question on the 
provinces. 


Medical aid to unemployed employables could be 
classified either with unemployment aid (which we 
have recommended should be provided by the 
Dominion) or with public health services (which 
we have recommended should be provincial). In 
the former case it may result that two services— 
one provincial and one Dominion—are providing 
the same type of service to different groups in the 
community and even to the same man on different 
days; in the latter, the same individual may look 
to different authorities for different services. We 
believe that the dangers of waste and overlapping 
in a situation where both Dominion and provincial 
health services are established would be so great 
that this service should ke left exclusively to the 
provinces. 


Although poor relief and medical aid are prop- 
erly provincial functions, and although they may 
ordinarily be best administered by local or muni- 
cipal authorities, the complete fiscal burdens of 
medical aid and poor relief within the area cannot 
be fairly imposed on every municipal authority. 
Fiscal justice demands that the burden imposed on 
the inhabitants of an area should not be out of 
proportion to the wealth and taxing powers of the 
area. Yet this would be the case if, in a large 
metropolitan area, two suburban municipalities 
were separately incerporated, one containing low, 
the other high, income groups. Our financial 
recommendations, if adopted, should make _ it 
possible for the province to bear a greater pro- 
portion of the load of poor relief and medical 
services than in the past. But in any event there 
is a strong case for the equalization of the costs 
of these services as between municipalities in the 
same province. 


The assumption by the Dominion of responsi- 
bility for unemployment aid would, as has been 
pointed out, solve many of the present problems 
of transiency and non-residence, both as between 
provinces and as between municipalities in the 
same province. These problems would, however, 
remain in respect of the provincial services of poor 
relief and medical care. It is our hope that the 
provinces will be in a position to deal with these 
evils within the province, as some have already 
done, either by uniform residence rules or by assum- 
ing the cost themselves. By improving the provi- 
sion for the destitute in the poorer municipalities 
within the province, the drift of dependent classes 
to the centres of population might be arrested. 
As between provinces the remaining problem of 
transiency and non-residence are matters which 
could appropriately be dealt with by inter- 
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provincial agreement or at Dominion-Provincial 
Conferences. 

Widows’ Pensions, Mothers’ Allowances, Child 
Welfare——These services are, we think, of peculiar 
interest to the province since they involve ques- 
tions of social policy with respect to the preserva- 
tion of the family unit, and the care and upbringing 
of children. Moreover, their administration involves 
detailed supervision which in many cases must be 
highly personal and discretionary in character. On 
both grounds, therefore, we think that they are 
primarily provincial services. 

It is possible that all these services might be 
financed in part by social insurance. If such a 
scheme were developed under Dominion jurisdic- 
tion—a subject we discuss later27—the effect 
would be to lessen the costs of these services to 
the province since widows in receipt of annuities 
from the Dominion would stand less in need of 
provincial assistance. Nevertheless there would 
undoubtedly still remain a residue of widows, 
deserted mothers, and orphans to be provided for. 
These would remain a provincial responsibility. 


Old Age Pensions.—On the division of respon- 
sibility which we have recommended, viz., that 
the Dominion should assume financial and admin- 
istrative responsibility for unemployed employables, 
and the province continue to be responsible for 
other groups of dependents,—old age pensions 
would logically fall to the responsibility of the 
province. The needy aged have long been a special 
group assisted by the municipalities under the 
general head of “poor relief’. Moreover, generally 
speaking, the needy aged are a stationary rather 
than a migratory group of dependents and, unlike 
able-bodied labour, there is no economic reason why 
they should be enabled to move about from one 
municipality to another, or one province to 
another. But the problem of the needy aged has 
now become so large that in general the muni- 
cipalities would be quite unable to support them 
in decency without substantial assistance, and the 
same holds true for some of the provinces. The 
financial inability of provinces and municipalities 
together to provide adequately for this group was 
a reason given for the Dominion assuming part of 
the burden by a system of grants-in-aid for 
approved provincial schemes beginning in 1927. 

At present old age pensions are paid under an 
arrangement between the Federal Government and 
each province, terminable on ten years’ notice. 
The Federal Government bears 75 per cent of 
the cost (not including the cost of administration) 


27 See p. 35 ff. 
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provided that the province enacts, as each has now 
done, legislation which conforms to certain condi- 
tions. The general effect of this legislation is to 
pay pensions to persons over the age of 70 
without requiring any prior contributions from 
the recipients. But payments are confined to those 
who have no incomes or very small incomes and 
the maximum pension is fixed in terms of dollars. 

The Old Age Pensions Act was amended in 1937 
to provide for the payment of pensions to blind 
persons who had reached the age of forty and who 
satisfied the conditions of the Act and its regula- 
tions. The Dominion pays 75 per cent of the cost 
of these pensions. 

The present cost of old age pensions is heavy 
and is likely to rise through an increase in the 
proportion of the Canadian population over 
seventy years of age. In the year ending March 31, 
1938, the total cost of old age pensions in Canada 
was over $38 million and it has been estimated 
that the cost will be $46 million in 1941, $62 million 
in 1951, $82 million in 1961 and over $92 million 
in 1971 on the assumption that the present basis 
for pensions remains, and on the assumption that 
the proportion of people who provide for their old 
age is not increased.28 This estimate takes no 
account of the likelihood of a successful demand 
for reducing the age at which old age pensions are 
payable or for increasing the rate. Such changes 
would obviously increase their cost substantially, 
but the cost to the state of other social services, 
such as relief, might be somewhat reduced. 

There are admitted defects in the present arrange- 
ments. The Dominion, although it pays 75 per 
cent of the pensions, has not been able to exercise 
effective control over provincial administration. 
Its principal method is that of a post-audit, which 
cannot very well go behind vouchers and examine 
the accuracy of the means test which the province 
is required to apply before granting a pension and 
from time to time while continuing it. It is 
doubtful whether the proportion paid by the prov- 
ince (25 per cent of pensions plus administrative 
costs) is sufficiently heavy to induce careful 

28 For a statistical summary of old age pensions in Canada as 
at March 31, 1938, showing the number of pensions, the average 
monthly pension, the proportion of those over 70 receiving pensions 
and the Dominion contribution for old age pensions in each prov- 


ince, see Appendix 6—A. E. Grauer, Public Assistance and Social 
Insurance, p. 41 


22See p. 72. 


80 Public health might be considered as a function of govern- 
ment quite distinct from social services, since many activities of 
public health administration are concerned with the health of all 
in the community and not merely dependent groups or individuals. 
But in view of its close relation to other public welfare activities 
of government we treat it for purposes of convenience under 
“Social Services”. For survey of public health activities in 
Canada see studies prepared for the Commission: A. EB. Grauer, 
Public Health (Mimeographed) and “Appendix 5—Esdras Minville, 
La eee Legislation and Social Services in the Province of Quebec, 
pp 


scrutiny of all applications. Nor can the Dominion 
inquire into the general efficiency of provincial 
administration of the scheme. On the other hand, 
it is generally admitted that some abuses have 
been removed as provincial schemes have got under 
way and as a result of conferences between admin- 
istrative officials of the provinces and the Dominion. 
At any rate, the system seems to be working with 
considerably less friction between Dominion and 
provincial administrators than formerly. 

Were the Dominion to withdraw from the scheme, 
the fiscal needs of every province would be sub- 
stantially increased, and (assuming the adoption of 
our financial plan) adjustment grants to most of 
the provinces would have to be proportionately 
increased. The cost to the Dominion treasury would 
not likely be greatly decreased. Moreover, there 
is less theoretical objection to grants-in-aid for a 
service such as old age pensions where the amount 
fluctuates little from year to year, and where at 
least certain objective tests, such as age and lack 
of property of applicants, are possible, than for a 
service such as unemployment relief where the 
numbers on relief rolls may fluctuate greatly from 
year to year, and even from month to month. 
While certain provinces now find their share of old 
age pensions a heavy burden, our financial pro- 
posals for adjustment grants will take care of this, 
as they do of the costs of other provincial social 
services. We, therefore, see no good reason for 
recommending any change in responsibility for 
non-contributory old age pensions. 

If our recommendation elsewhere for a general 
clause in the British North America Act permitting 
of delegation of jurisdiction by a province to the 
Dominion, or vice versa, is adopted, there would, 
of course, be nothing to prevent any province from 
delegating exclusive jurisdiction for old age pensions 
to the Dominion with the latter’s consent.29 


3. State MeEpDICINE AND Pusiic HEeAtTH390 


In 1867 the administration of public health was 
still in a very primitive stage, the assumption being 
that health was a private matter and state assist- 


Most provincial briefs contain statistical information on expen- 
ditures on health. At the request of the Commission the Dominion 
Dept. of Pensions and National Health and departments concerned 
with health in most of the provinces submitted memoranda 
describing their particular services and organization—see for 
Man., Ex. 13, Ev. pp. 728-36; Sask., Ex. 77; N.S., Ex. 148, Ev. 
pp. 4131-43; P.E.I., Ev. pp. 4474ff.; B.C., Exs. 191 and 223, Ev. 
pp. 5204-17, 54467f.; N.B., Ex. 360, Ev. pp. 8656-85; Ont., Exs. 
319 and 320, Ev. pp. 7890f.; Ex. 187 (Dominion Dept.) Ev. pp. 
3820-34. See also Ex. 246, College of Physicians and Surgeons of 
Alberta; Ex. 238, Cities of Alberta; Ex. 242, The Alberta Ass’n 
of Municipal Districts; Ex. 375, Union of N.B. Municipalities; 
Ex. 154, Union of N.S. Municipalities; Ex. 281, Ont. Municipal 
Ass’n; Ex. 104, Canadian Hospital Council; Ex. 117, Canadian 
Tuberculosis Ass’n; Ex. 331, Canadian Nurses’ Ass’n; Ex. 388, 
Victorian Order of Nurses for Canada; Ex. 382, Health League 
of Canada. 


ance to protect or improve the health of the citizen 
was highly exceptional and tolerable only in 
emergencies such as epidemics, or for purposes of 
ensuring elementary sanitation in urban communi- 
ties. Such public health activities as the state did 
undertake were almost wholly a function of local 
and municipal governments. It is not strange, 
therefore, that the British North America Act does 
not expressly allocate jurisdiction in public health, 
except that marine hospitals and quarantine 
(presumably ship quarantine) were assigned to the 
Dominion, while the province was given jurisdiction 
over other hospitals, asylums, charities and 
eleemosynary institutions. But the province was 
assigned jurisdiction over “generally all matters of 
a merely local or private nature in the Province”, 
and it is probable that this power was deemed to 
cover health matters, while the power over ‘“muni- 
cipal institutions” provided a convenient means 
for dealing with such matters. 


But the economic and social changes of the past 
seventy years, which have been briefly outlined at 
the beginning of this section of the Report, have 
made necessary state activities and state expendi- 
tures on health matters to an extent undreamed of 
by the Fathers. The mobility of modern society 
due to the speed and ease of travel; the growth of 
urban and metropolitan communities; the inter- 
dependence for food and water supplies between 
widely separated geographical areas; the occupa- 
tional diseases and physical hazards of high-speed, 
industrialized production; the loss in self-sufficiency 
of the family incident to the trend toward a wage- 
earning society; these and many other social 
changes have compelled governments at all levels 
to be concerned with the health of their citizens. 
It may be confidently predicted that the health 
activities of governments are indeed only beginning, 
and that expenditures in this field are likely to 
increase rapidly in Canada, especially in the field 
of preventive medicine, and medical aid for the 
lower income groups (either in the form of state 
medicine and hospitalization, or health insurance, 
or both). 

The municipality has always been, and still is, 
the basic unit in public health administration. But 
municipal health activities vary profoundly, urban 
municipalities, as is to be expected, having wider 
powers and normally undertaking more activities 
than rural municipalities. Urban municipalities 
are ordinarily concerned with such matters as local 
sanitation, local control of infectious diseases, local 
inspection of food offered for sale and of hotels 
and restaurants, local provision of hospitals (many 
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hospitals are, of course, provided by private asso- 
ciations such as religious bodies), and health 
inspection of school children. The functions of 
rural municipalities vary from all those of urban 
municipalities to virtually none at all. Free 
medical services and hospitalization have long been 
provided on a very limited scale for those unable 
to pay by private and municipal hospitals and 
by the medical profession. But rising costs, 
especially since 1930, have compelled direct muni- 
cipal, and even provincial, assistance. The muni- 
cipality is, however, far from satisfactory as a unit 
of public health administration, largely because of 
the great variation in size, population, and wealth 
between municipalities. Certain provinces, and 
notably Quebec, have taken steps to establish public 
health units distinct from municipal areas, especially 
in rural districts. 


For many years all the provinces have provided 
institutional care for incurable insane and danger- 
ously insane, and all now take a considerable 
responsibility for providing hospitalization for 
tuberculosis, and assisting the municipalities in a 
limited way for general hospitalization of the 
destitute. All assume some responsibility for con- 
trolling epidemic diseases. But even today, the 
province’s functions are largely those of controlling 
and directing the municipalities. The health 
expenditures, and hence the health activities, of 
provincial governments, moreover, vary consider- 
ably, the highest per capita expenditure being that 
of British Columbia (which stood at $3.28 in 1936), 
and the lowest being that of New Brunswick (which 
stood at 76 cents in the same year).31 The primary 
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See A. E. Grauer, Public Health, (Mimeographed) p. 75. 

*It should be noted that the proportion of Public Health 
expenditures by municipalities varies from province to province 
and that in Quebec a large share of the cost is borne by hospitals 
under control of religious orders. 
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reason for these variations is the difference in the 
fiscal positions of the provinces. The result is, 
however, that there are grave differences in health 
conditions, and notably in the death rate from 
such diseases as tuberculosis and from infant and 
maternal mortality. 


Dominion jurisdiction over health matters is 
largely, if not wholly, ancillary to express juris- 
diction over other subjects, such as immigration; 
navigation and shipping; the regulation of trade 
and commerce; Indians; railways, steamships and 
public works under Dominion jurisdiction; militia 
and defence. In 1919 a Dominion Department of 
Health was established for the purpose of con- 
solidating the administration of various statutes 
relating to public health (e.g. the Food and Drugs 
Act, the Opium and Narcotic Drugs Act, the 
Quarantine Act, the Leprosy Act, the Proprietary 
or Patent Medicine Act, the Public Works Act). 
It was intended also that it should facilitate the 
co-ordination of provincial activities in public 
health, and with this in view provision was made 
for a Dominion Council of Health which should 
include among its members the Dominion Deputy 
Minister of Health as Chairman, and the chief 
executive officer of every Provincial Department 
of Health. It was also intended that the Depart- 
ment should supply services to assist the prov- 
inces and supplement their activities. Subse- 
quently, branches were established providing for 
such matters as venereal disease control, child 
welfare, publicity and statistics, public health 
engineering, etc. In 1919 the Dominion also 
provided for grants-in-aid to the provinces for the 
control of venereal diseases, the grant continuing 
yearly until 1932 when it was discontinued as part 
of a drastic economy program. 


This brief survey of the health activities of 
the municipalities, the provinces and the Dominion 
indicates that despite the chaotic situation as 
regards jurisdiction, each level of government is 
performing functions consistent with its proper 
role in the government of the nation. Jurisdic- 
tion may overlap, but there is in fact little over- 
lapping of functional activities. Indeed, we were 
impressed by the inadequacy of health services, 
considering the need, rather than by the existence 
of duplication. 


We cannot see that it would be practicable to 
assign public health exclusively either to the 
Dominion or to the province. Much of the actual 


administration must be left to local or municipal 
authorities, and so long as the province has general 
jurisdiction over the municipalities the Dominion 
could not satisfactorily direct or control local health 
authorities. Moreover, the educational phase of 
public health must be closely linked with public 
education. It is no less important that local public 
health administration be closely linked to public 
welfare services, which like education are mainly 
local and provincial functions. While certain 
specialized services, such as hospitalization for 
tuberculosis, might be provided by the Dominion 
as efficiently as by the provinces, this is not of 
itself a reason for any shift in jurisdiction. Finally, 
there are pronounced regional differences in Canada 
in social philosophy which are bound to affect 
public health legislation. Centralization of juris- 
diction might not, therefore, conduce to progressive 
action in public health, or to national unity in 
general. On the other hand, certain health services, 
such as health inspection of prospective immi- 
grants, or prevention of import or interprovincial 
trade in dangerous drugs or impure foods, or 
medical care of the armed forces, could scarcely 
be provided efficiently by the provinces individ- 
ually. 

We think, therefore, that the present juris- 
dictional situation should not be disturbed, and 
that the public must rely on the good sense of 
public health officials and of political authorities 
concerned to effect co-operation and to work out 
an efficient and economical division of functions 
between the Dominion and the provinces. This 
division of function should no doubt be changed 
from time to time in accordance with social needs, 
but we think it our duty to suggest certain 
principles which should govern this division. 


Division of Functions in Public Health,.33— 
Provincial responsibilities in health matters should 
be considered basic and residual. Dominion activi- 
ties on the other hand, should be considered 
exceptions to the general rule of provincial respon- 
sibility, and should be justified in each case on the 
merit of their performance by the Dominion rather 
than by the province. Mere importance of a 
service does not justify its assumption by the 
Dominion. 

The province should accept responsibility for,— 

(a) “Field” activities of public health, generally, 
which will be mainly carried out by municipal or 
local authorities under provincial direction. 


88 For proposals made to the Commission on this point see: 
Ex. 223, Memo. on Distribution of Health Functions between the 
Dominion and the Provinces, Ex. 103, Canadian Medical 


Ass’n; Ex. 330, Canadian Dental Ass'n. 


(6) Institutional care (except for special groups, 
such as the armed forces, which are the responsi- 
bility of the Dominion). 

(c) Policy as to the method (e.g. whether by 
health insurance, or by state medicine and state 
hospitalization) of providing state medical services 
(including dental and nursing services, hospitaliza- 
tion) for indigents or low income groups. 

(d) Health education. 

(e) Preventive medicine. 

(f) Research into local conditions affecting public 
health, or on diseases of peculiar importance to 
the province, or as a function of medical education 
in the universities. 

(g) Professional qualifications for the practice 
of medicine and quasi-medical vocations.34 


The Dominion’s activities should be confined 
to,— 

(a) Enforcement of health measures which are 
ancillary to its defined legislative powers, and 
measures which cannot be satisfactorily adminis- 
tered by the provinces (e.g. the Food and Drugs 
Act). 

(b) Services for groups who are in the position 
of wards of the Dominion (e.g. Indians, and 
members or former members of the armed forces). 
It is, however, suggested that the Dominion should 
consider carefully the possibility even in these 
cases of buying provincial services rather than 
establishing its own medical services.?5 

(c) Leadership in establishing uniform standards 
where these are desirable (e.g. standards for 
trained personnel, definition of medical terms, 
compilation of statistics, standardization of drugs). 

(d) Leadership in effecting co-operation between 
the provinces and co-ordination between services 
of the various provinces in order to avoid over- 
lapping and deficiencies in health services. The 
Dominion Health Council on which all Provincial 
Departments of Health and the Dominion Depart- 
ment are represented, seems to be an entirely 
suitable means to these ends. 

(e) The provision of auxiliary services for 
aiding the provinces (e.g. publication of suitable 


._ . Certain aspects of medical practice come within Dominion 
jurisdiction over the criminal law. 


85It is suggested that this method should be followed so far 
as possible in providing services for the health of Indians. Sub- 
missions were made to us indicating that in certain provinces 
Indian reservations were serious focal points of infection for tuber- 
culosis and other communicable diseases, and that the province 
could do little to protect itself against this menace so long as 
medical services for Indians were under the control of the 
Dominion. A single public health control over the whole area of 
the province would appear to be highly desirable. (See Ex. 117, 
Brief of The Canadian Tuberculosis Association. Ev. pp. 732; 
5461; 9640.) 
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public health literature; provision of expert 
advisory services for such matters as sanitary 
engineering, epidemic diseases). 

(f) Scientific research in medicine and public 
health generally. In this connection the estab- 
lishment of a special medical research division of 
the National Research Council is to be commended. 
But it should be emphasized that centralization 
is no more necessary or desirable in medical research 
than in scientific research, and that the Dominion’s 
function in promoting medical research may in 
some cases be best performed by assisting medical 
research in the universities. 


4. SoctiaL INSURANCE AND CONTRIBUTORY 
SOCIAL SERVICES 


The cost of modern social services is very high,38 
and a substantial charge on the general taxpayer. 
There seems to be every reason to suppose that 
the cost of Canadian social services will increase 
fairly rapidly37 and it, therefore, seems probable 
that in Canada, as in other countries, an attempt 
will be made to relieve the taxpayers by assessing 
part at least of the cost of social services against 
those most likely to benefit from them and against 
those from whom a direct contribution can con- 
veniently and equitably be exacted. 


But, although relief to the general taxpayer may 
be one of the reasons for resorting to social insur- 
ance, this relief may be illusory rather than real. 
If contributions are.exacted from individuals by 
way of premiums, the capacity of these individuals 
to pay taxes is reduced accordingly and it is likely 
that they will have to be relieved of some of the 
taxes which at present fall most heavily on low 
income groups (e.g. wage taxes, some forms of 
sales tax and some excise taxes). The resulting 
deficiency in the general revenue will then have 
to be made good by increasing those taxes which 
fall on higher income groups. If contributions are 
exacted from employers of labour, these contribu- 
tions are distinguishable from a tax on the 
employer’s wages bill only if it can be shown that 
the payment which he is called on to make is one 
which ought to be (though it is not now) part of 
his costs. It is on this ground that employers have 
been required to contribute to the cost of work- 


86 As has been pointed out at the beginning of this chapter, the 
total cost in 1936 was more than patel es of all governmental] 
expenditures on current account. 

87In spite of the careful wording of our terms of reference 
many of the briefs presented to us advocated increased expenditure 
for one o1 another of the social services, while none advocated that 
any existing service should be eliminated. 
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men’s compensation. Before they were required to 
do so part of the cost of providing for the victims 
of industrial accidents fell on the general tax- 
payer, part was borne by the victims, part only 
was paid for by the employer either because of his 
actual negligence or in accordance with statutory 
provisions. It may be contended that the employer 
should be compelled to treat the cost—or part of 
the cost—of the unemployment incidental to his 
industry as one of its costs, just as he must treat 
the cost of keeping his plant idle. It may be 
argued that the minimum wage in industry should 
be one which will maintain the worker, on the 
average, in sickness and in health, for the duration 
of his life, out of the earnings of his working years 
and that an employer’s contribution to health 
insurance or. to old age pensions may constitute 
the most practical means of insuring that his 
employee’s wages are adequate for this purpose 
and that (by this means and by his individual 
contribution) they are actually made to accom- 
plish it. 

It follows from what has been said that both 
the contributions of individuals and those of their 
employers are liable to be—in greater or lesser 
part—pure taxation, equivalent in the former case 
to an income tax on low incomes, in the latter 
to a tax on wage costs. This is true of the indi- 
vidual’s contribution in so far as it exceeds the 
actuarial value of the risk of which he is relieved 
(e.g. compulsory insurance against unemployment 
is frequently instituted at substantial premiums 
in occupations in which the risk of unemployment 
is low, and more frequently still in the case of 
highly efficient employees whose individual risk of 
unemployment is very low). It is also true that 
the employer’s contribution, if it makes his wage 
costs excessive, is to that extent a tax.38 

Even if contributions can be equitably imposed 
the effect may be serious in the case of a marginal 
industry which is fighting for its life in an export 
market against competitors whose costs would 
not be increased by Canadian legislation, or in 
competition with Canadian competitors whose 
wages bill forms a lower proportion of their costs 
because of their extensive use of machinery. These 
effects may, it is true, be in the long run beneficial 
to society, though detrimental to a marginal in- 
dustry, by guiding productive effort into more 


%8 This test is admittedly vague. Many employers do in fact 
contribute to the superannuation of their employees or to their 
insurance against medical costs. Others, perhaps, do the same 
thing by higher than average wages. A percentage contribution 
imposed on the former would not increase their present wage 
costs. e same contribution imposed on the latter would then be 
inequitable. 


effective channels. But in elaborating plans for 
contributory social services, account must be taken 
of them. It is not unusual to find these conse- 
quences of social insurance mitigated to some extent 
by making some contribution from general taxation 
to the cost of the service. And they can also be 
mitigated by reducing taxes which are particularly 
burdensome to the industries affected. 


But social insurance presents other aspects which 
are not primarily fiscal. It may be thought 
desirable that the beneficiaries of social services 
should feel that they are paying their own way 
and that they are not the recipients of public 
charity. It may be considered that some such 
feeling will act as a deterrent to demands for 
exorbitant social services. And it may be felt (as 
has been intimated above) that employers’ con- 
tributions are a convenient supplement to minimum 
wage laws. 


What has been said so far has been designed to 
show that the choice between contributory and non- 
contributory systems is neither simple nor easy. 
This consideration must be kept in mind in con- 
sidering whether it is the Dominion Government 
or the provincial governments which should enjoy 
the power to make this choice. What has been 
said will also serve to show that if the choice is 
made in favour of contributory services the balance 
of advantage lies in some degree of uniformity 
throughout Canada and, therefore, in the collection 
of contributions by the Dominion, though these 
advantages differ as between different services. 
The principal reason for this uniformity lies in 
the readiness of industry in one province to 
complain if it is taxed for social services which are 
provided out of general taxation in other proy- 
inces or are not provided at all in other provinces. 
Even if there are offsetting advantages by way 
of the better health of employees, or their 
freedom from anxiety, and even if in the long run 
the employer’s contribution may in the course of 
wage bargaining come to fall on the employees, the 
employer is quick to complain, and with all 
sincerity, that he is being placed in a position of 
competitive disadvantage in comparison with 
employers in provinces where there are not con- 
tributory social services. If competitive disad- 
vantages in any province became sufficiently 
serious, its industries might migrate to sheltered 
provinces. A second reason why uniformity is 
desirable lies in the probability of some migration 
from one province to another. If one province had 
compulsory insurance and another did not, a 
migrant might be exposed to losing the benefit of 
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payments made prior to migration. Finally, if one 
authority, the Dominion, is making some deduc- 
tions from wages and imposing some levies on 
wage bills it is administratively simpler and 
cheaper that it should make all such deductions 
and impose all such levies. Before proceeding to 
apply these general considerations to the individual 
services, it will be convenient to examine briefly 
American experience. 


Social Insurance Aspects of the American Social 
Security Program.—The problem of developing 
effective social insurance measures under a federal 
system is not peculiar to Canada. The United 
States faces a similar problem. American experi- 
ence, limited though it is in point of time since 
the national social insurance scheme is just getting 
properly under way, is enlightening for Canada. 

The American Social Security Act provides for 
a comprehensive and detailed attack upon the 
problems of dependency and social welfare by a 
combination of insurance and _ non-insurance 
methods.29 With the exception of contributory 
old age pensions the financial method adopted is 
that of federal assistance to the states by means 
of grants-in-aid measured in certain respects by 
fiscal need. Federal grants-in-aid are provided for 
various specific state assistance schemes, such as 
mothers’ allowances, infant and maternal care, 
assistance for needy aged and partially dependent 
blind, public health services, etc. Insurance 
methods are provided for in two instances,— 
unemployment, and contributory old age pensions. 
It is with these last two services that we are 
primarily concerned here. 

The United States in the establishment of 
unemployment insurance faced the same difficulty 
as Canada in that the matter appeared to fall 
under the jurisdiction of the states rather than 
of the United States. Had the states been left 
to themselves, progress in adopting insurance 
would probably have been slow because of the 
reluctance of a state to handicap its own indus- 
tries in competition with those of other states. 
Further, uniformity of state systems would have 
been extremely difficult to secure. Hence Con- 
gress, by an ingenious use of the taxing power, 
attempted to bring about comparative uniformity 
of state systems, and to assure the initiation of 
unemployment insurance over the whole nation 
at about the same time. 


89 For description and criticism of the American Social] Security 
Act and its operation see: Millis and Montgomery, Labour Risks 
and Social Insurance, (New York, 1938); P. H. Douglas, The 
Federal Social Security Act, (New York, 1936); Bryce Stewart, 
Planning and Administration of Unemployment Compensation in the 
United States, (New York, 1938). 
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Unlike the British unemployment insurance 
scheme which provides for contributions from both 
employers and employees on a flat rate irre- 
spective of wages, the American Social Security 
Act of 1935 provided for a tax on payrolls (1 per 
cent for 1936, 2 per cent for 1937 and 3 per cent 
thereafter) of all industries with more than eight 
employees, with certain specified exceptions. But 
it provided for a rebate to the employer up to 
90 per cent of the tax due to the national govern- 
ment for sums paid into approved state insurance 
schemes. In addition to prescribing conditions (in 
some respects alternative) which state schemes had 
to meet before deductions in federal payroll taxes 
were allowed, Congress also provided for grants- 
in-aid to the states for purposes of administration 
of their schemes. All states and certain territories 
took advantage of the situation, with the result 
that today there are 51 different schemes in oper- 
ation, each separately administered. 


Certain grave difficulties quickly appeared. 
Several state schemes became bankrupt, or 
virtually so, before they got into effective opera- 
tion, because of lack of diversification of industry 
in the state which made it impossible to spread 
the risk sufficiently, or because the state’s indus- 
tries were peculiarly vulnerable to depression 
factors, or because the state scheme took in too 
many workers in very low income groups or 
provided for too short periods of employment before 
benefits were available, or for other reasons. Other 
serious difficulties have also appeared, among them: 
the problem of the transient or migratory worker 
who moves across state boundaries; the multiple 
tax returns required from firms operating in more 
than one state; inequalities in the burdens on 
industry, and on labour, as between different states; 
the multiplicity of administrative personnel, and 
hence relatively high administrative costs, owing 
to the large number of systems and partial dupli- 
cation of federal with state officials. 


Unlike unemployment insurance the contributory 
old age pension scheme (or old age insurance) is 
national, contributions being paid directly to the 
national government which also administers the 
scheme and pays benefits directly. The reasons for 
making contributory old age pensions a national 
rather than a state-subsidized system appear to 
have been primarily two-fold: first, the greater 
difficulty than in the case of unemployment insur- 
ance of using federal powers to bring all states into 
line at virtually the same time and, second, the 
administrative difficulties likely to arise under a 
collection of state schemes, especially in a labour 
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market where labour is free to move across state 
boundaries. For example, the administrative diff- 
culties of adjusting accounts between states on 
behalf of an individual who, during his working life 
might have lived in many states, appeared to be 
insuperable. Consequently, despite constitutional 
doubts, a federal scheme was put into operation. 
It has since been upheld by the courts. 

Unlike the British scheme which is based on 
flat rate contributions by employer, employee and 
the state irrespective of the wages received by the 
employee, the American scheme provides for con- 
tributions based on a percentage of wages. The 
scheme provided for contributions assessed against 
payrolls and wages equally, beginning at 1 per 
cent on each in 1937 and rising by stages to 3 per 
cept on each in 1949 (or 6 per cent of wages in 
all). The employer acts as collector for the 
employee’s share. No provision was made at the 
outset for contributions by the government, but 
it is expected that ultimately, as the number of 
beneficiaries receiving annuities increases, contribu- 
tions by government will be required. Annuities 
begin at the age of 65 and are paid out of the 
individual reserve credited to the annuitant. 

The scheme will not, however, provide for all 
the aged or even all the needy aged. For many 
years to come annuitants will not have built up 
sufficient reserves to cover their needs after the 
age of 65; many low wage groups of workers and 
part-time workers will probably never accumulate 
sufficient reserves to carry themselves in old age 
even when the scheme is operating in full, and 
in general owner-workers are exempted from the 
contributory scheme. Thus, although the scheme 
covers about one-third of the nation and, there- 
fore, spreads widely the promise of some measure 
of security in old age, it has not removed the 
necessity for non-contributory pensions, or for 
contributions by the federal government to the 
annuities of those with small reserves and in need. 
At present non-contributory pensions are provided, 
after a means test, by the states assisted by grants- 
in-aid from the federal government. Steps are, 
however, being taken to “liberalize” the federal 
contributory system in order to give larger annui- 
ties to needy aged directly, rather than indirectly 
through state non-contributory systems. 

With the merits or the demerits of the scheme, 
or with its economic or financial consequences, we 
are not here concerned. For our purposes the sole 
point is that Congress decided that separate state 
schemes for contributory old age pensions were 
quite unworkable. The Supreme Court has upheld 


the Act largely on this ground. Said the Court: 
“The problem is plainly national in area and 
dimensions. Moreover, laws of the separate states 
cannot deal with it effectively. ... A system of 
old age pensions has special dangers of its own, 
if put in force in one state and rejected in another. 
The existence of such a system is a bait to the 
needy and dependent elsewhere, encouraging them 
to migrate and seek a haven of repose. Only a 
power that is national can serve the interests of 
al],’”’40 


American experience with social insurance is not 
conclusive evidence for Canada, but it cannot be 
safely ignored by Canada. Unemployment insur- 
ance on a state basis, even when in operation in all 
states has proven far from satisfactory. One 
competent authority after an exhaustive survey 
of the subject concludes: “It may be predicted 
that complete reconstruction on a national basis 
will come, either by the evolutionary process or by 
drastic revision in time of stress.’”41 The federal 
contributory old age pension scheme, on the other 
hand, has not been seriously challenged on the 
ground that it is in the wrong jurisdiction from the 
point of view of public finance or administration. 
Nor has it shown any tendency to drift towards 
state control. 


UNEMPLOYMENT INSURANCE 


We have recommended that provision for the 
employable unemployed should become the respon- 
sibility of the Dominion. It is almost ancillary to: 
this recommendation that the Dominion should 
have power to enact a measure of unemployment 
insurance in order to reduce the burden to its 
general taxpayers. It would be out of place for us 
to go into the multitudinous details which have to 
be settled in any comprehensive scheme of unem- 
ployment insurance. But there are some general 
observations which can be made. In the first place 
no system of unemployment insurance will take 
care of all the unemployed at all times. There 
will always be some occupations which cannot 
conveniently be brought under an insurance plan, 
always some unemployed who have never been 
employed before (e.g. the very young), and always 
some unemployed who have exhausted the benefits 
to which they are entitled. So long as an unem- 
ployment insurance plan is kept on an actuarially 
sound basis (as contrasted with a plan which 


40 Helvering, Commissioner of Internal Revenue et al v. Davis, 
1301 U. S. 619 (1937) at p. 644. 


41 Bryce Stewart, op. cit.. p. 550. 


although called “insurance” is really a device for 
transmitting money raised by general taxation or 
by borrowing) there are bound to be many 
categories of labour which will remain outside its 
scope.42 In the second place, there will always be 
unemployment insurance premiums which in 
essence tax those in safe employment for the 
benefit of those in exposed positions, and yet 
exempt other and richer groups from contribu- 
tion to this purpose. The problem of seasonal 
labour raises peculiar difficulty in this respect for 
any unemployment insurance program for Canada. 
It is probably a counsel of perfection to suggest 
that each industry should pay its premiums at a 
rate proportionate to the hazard of unemployment 
in it. Yet otherwise “safe industries” are taxed 
to help exposed industries. Here, if anywhere, in 
the field of social insurance we find security 
financed by taxes on production disguised as 
premiums. But, in spite of all these considera- 
tions, there is probably a balance of advantage in 
favour of unemployment insurance and we may 
expect the Dominion to make some experiments in 
this field. Even if our main recommendation, that 
the care of employables who are unemployed should 
be a Dominion function, should not be imple- 
mented we recommend that the Dominion alone 
should have jurisdiction over unemployment insur- 
ance, for there are few provinces with sufficient 
diversification of industry to embark on such an 
enterprise with any confidence and it would be a 
great hindrance to the mobility of labour if men 
out of work were deterred from leaving a province 
in search of work because in so doing they would 
lose their insurance benefits. 


It is not surprising, therefore, that it has been 
generally recognized that if unemployment insur- 
ance is to be successful in Canada it must be on 
a national basis. The National Employment 
Commission emphasized that “there are great, 
indeed decisive, advantages in a national, in con- 
trast to a Provincial, system’43 of unemployment 
insurance. The Commission des Assurances 


42 At the request of the Commission a study was made by the 
National Registration Branch of the Dominion Department of 
Labour to estimate, on the basis of the returns of the national 
register of persons on aid, the probable effects of unemployment 
insurance in dealing with the problems of relief. On the basis of 
an operating insurance scheme similar to that provided in the 
Employment and Social Insurance Act of 1935, and by an examina- 
tion of the register of persons on aid in ten selected Canadian 
cities—Halifax, Montreal, Quebec, Hamilton, Toronto, Windsor, 
Winnipeg, Vancouver, Regina and Calgary—which covered between 
60 and 65 per cent of the total in receipt of aid in the months 
‘under review, it was estimated that in September, 1937, 14 per 
cent of all persons in receipt of aid in these cities would have been 
cared for by insurance benefits, and in September, 1938, 18.1 per 
cent would have been so cared for. 


43 Final Report, p. 29. \ 
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Sociales de Québec, as early as 1933,44 pointed out 
that, although it is possible for member states in 
a federation to have schemes of their own, “never- 
theless elementary prudence urges us to give & 
federal character to insurance against unemploy- 
ment”. In a memorandum submitted to the 
Executive Council of the Province of Quebec in 
February, 1939, by the Confédération des Travail- 
leurs Catholiques du Canada, Inc.,45 the following 
paragraph appears “La C.T.C.C. tient a redire au 
gouvernement fédéral qu’elle est en faveur d’un sys- 
téme d’assurance-chOmage & base contributoire.. . 
notamment, en faveur d’une assurance-chémage con- 
tributoire, établie sur le plan national, suivant les re- 
commandations de la Commission des Assurances so- 
ciales.” After careful examination we are convinced 
that a system of unemployment insurance can be 
established which will in no way interfere with the 
provisions of the Quebec Civil Code concerning 
labour contracts and contracts of hiring. In our 
public hearings representations from most provinces 
and from many public bodies supported the view 
that unemployment insurance should be within the 
jurisdiction of the Dominion Parliament.46 We 
have no hesitation in so recommending. We think, 
however, that the nature and extent of the federal 
power over unemployment insurance should be 


#4 “Wst-il possible de concevoir ]’organisation de |’assurance- 
chémage sur une base provinciale dans un Etat fédératif comme le 
notre? Oui, et l’?exemple du Queensland (Australie) et des Can- 
tons suisses est ]A pour nous dire que cette possibilité existe. Tou- 
tefois, la prudence élémentaire conseille de donner un caractére 
fédéral 4 l’assurance-chOmage. I] est urgent d’étendre les charges 
sociales sur l’ensemble d’un pays. Autrement, les provinces parti- 
cipantes se trouvent dans un état d’infériorité injuste par rapport 
aux non-participantes. I] ne faut pas oublier que les charges 
sociales doivent étre incorporées dans le prix de revient de la pro- 
duction. Les provinces ne jouissant pas du privilége de la pro- 
tection tarifaire, les industriels établis dans les limites de celle-ci 
ou de celle-ld doivent nécessairement viser a la péréquation des 
charges sociales, s’ils ne veulent pas se faire les uns aux autres 
une concurrence intenable et, dans l’occurrence, déloyale. 

D’ailleurs, on comprend facilement que |’établissement exclusif 
de l’assurance-ch6mage dans une province constituerait, pour les 
chémeurs des autres provinces, un puissant foyer d’appel et que 
bien vite cette mesure sociale deviendrait une faillite compléte. 
Il faut tenir compte de l’absence de frontiéres entre les provinces 
et des facilités naturelles de migration 4 J’intérieur d’un méme 
pays.” Sixviéme Rapport, Commission des Assurances Sociales de 
Québec, p. 203. 


45 Mémoire de la Confédération des Travailleurs Catholiques du 
Canada, Inc., ler février, 1939. similar recommendation was 
made by the same association to the Federal Cabinet in a 
Memorandum dated 15th December, 1938. 


46 Ex, 7, Brief of Man., Pt. VII, ae 64-65; Ex. 140, Brief 
of NS., p. 43, Ev. p. 3926ff.; Ex. 161, Brief of P.EI., p. 46; Ex. 
34, Brief of Sask., p. 277; Ex. 172, Brief of B.C., p, 352; Ex. 236, 
Brief of Edmonton Chamber of Commerce; Ex. 89, Brief of Cana- 
dian Manufacturers’ Ass’n; Ex. 106, Brief of Trades and Labor 
Congress; Ex. 380B, Brief of Canadian Welfare Council; Ex. 
401, Brief of Central Committee, Communist Party of Canada; 
Ex. 206, Brief of B.C. Council of Women; Ex. 205, Brief of 
Greater Vancouver and New Westminster Youth Council; Ex. 
209, Brief of Vancouver Young Libera] Ass’n; Ex. 214, Brief of 
Canadian Ass’n of Social Workers, B.C. Branch; Ex. 28, Brief 
of Greater Winnipeg Youth Council; Ex. 350, Montrea] Branch 
of Canadian Ass’n of Social Workers; Ex. 66, Brief of Regina 
Board of Trade. 
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defined with care and accuracy to prevent its 
extension under the theory of ancillary powers. 

So long as cash payments only are provided there 
is no reason why insurance against unemployment 
resulting from illness should not be dealt with along 
with other unemployment, and we recommend that 
the Dominion should have the necessary power to 
do this. 


CONTRIBUTORY OLD AGE PENSIONS 


The increasing cost of the present non-con- 
tributory old age pensions system, both to the 
Dominion and to the provinces has already been 
pointed out.47 Costs are likely to double within 
the next thirty years, apart from the possible 
lowering of the age limit or of other restrictions, 
or any increase in pension rates. Most countries 
which have adopted non-contributory old age pen- 
sion schemes have sooner or later endeavoured to 
lower the cost to the general taxpayer by establish- 
ing pensions on a compulsory contributory or insur- 
ance basis. The probability of a demand for such 
action in Canada at an early date must, there- 
fore, be taken into account.48 

There can be little doubt that a compulsory 
contributory scheme of old age pensions would at 
present fall under provincial jurisdiction. In order 
to visualize the jurisdictional problem it will be of 
advantage to discuss some general features of 
contributory systems. 

A compulsory contributory scheme may be 
devised to provide either flat-rate annuities, as does 
the British scheme, or annuities on different scales 
based on graded contributions as does the American 
system.49 The former has the advantage of greater 
simplicity of administration, but if it is to be 
self-supporting, or nearly so, it must be based on 
premiums low enough to be paid by the lowest 
wage groups and in this case the annuities are likely 
to be small. The British scheme is based largely 
on this principle and the annuities paid are at a 
bare subsistence level. The American scheme, 
which is a modification of that followed by most 


47See p. 32. 

48 Various submissions were made to the Commission urging 
compulsory contributory old age pensions, eg., Ex. 28, Greater 
Winnipeg Youth Council, p. 3; Ex. 206, B.C. Council of Women 

mo oy 285, Toronto Property Owners’ Ass’n; Ex. 350, Montreal 

Bench of Canadian Ass’n of Social Workers (Ev. p. 8440); Ex. 
89. Canadian Manufacturers’ Ass’n, pp. 1-2; Ex. 380B, Canadian 
Welfare Council, p. 13; Ex. 383. United Church of Canada, p. 4. 
Also the following provinces: B.C. (Ev. p. 5553); N.S. (Ev. p. 
4130); Ont. (Ev. pp. 7698-99); Brief of Sask., p. 332. 

49 Many variations may, of course, be provided for, e.g. pen- 
sions only may be paid or provision may be made to repay the 
estate of the contributor if he dies before reaching pensionable 
age; pensions may be equal, but contributions unequal and based 
on a percentage of wages, etc. But for the sake of clearness we 
have discussed only the two main types in their simplest forms. 


continental European countries, provides for 
premiums based on a percentage of wages and 
salaries. This type of scheme involves more book- 
keeping, but it has the great social advantage of 
keeping some relationship between earnings before 
retirement and annuities afterwards so that the 
annuitant who has worked at good wages is not 
reduced to a bare subsistence level immediately he 
retires from employment. 

Either type of annuity is costly, though obviously 
the graduated type much more so. Hence no 
country assesses the employees for the full con- 
tribution necessary. The most usual method is 
that of a three-way contribution—from the 
employee, the employer and the state—in various 
proportions.5® In any case the contributions 
assessed on employer and employee are likely to 
be considerable. The French system appears to 
exact about 4 per cent of wages, half paid by 
employer and half paid by employee; the German 
about 5 per cent similarly distributed between 
employer and employee; the American system 
when in full operation will levy about 6 per cent 
on wages, half likewise paid by employer and half 
by employee.51 

The possibility of a Canadian province embark- 
ing on a contributory system is indeed remote. A 
province is scarcely likely to introduce a system 
which would tend, by increasing labour costs, to 
impair the competitive position of its industries 
vis-a-vis those of other provinces, and which at 
the same time is not likely to be popular with 
wage-earners or merchants. It is less likely to do 
so while non-contributory pensions, of which the 
Dominion pays three-quarters, are available for 
the needy aged. Theoretically, of course, the 
present system of non-contributory pensions might 
come to an end by ten years’ notice of repudiation 
of present agreements by the Dominion. But it is 
patent to all that there is little, if any, possibility 
of the Dominion repudiating these agreements 
unless it can offer a more acceptable alternative. 

But assuming that one or more or all provinces 
were prepared to establish contributory schemes, 
the administrative difficulties involved would be 
very great. At the outset there would be the 
difficulty of getting a common system adopted, or 
systems sufficiently close to one another to provide 


50The state’s contribution may consist in paying slightly 
higher interest rates on annuity reserves than on long-term bonds, 
and in assisting the lowest income groups unable to pay their full 
premiums by providing non-contributory pensions, or by making 
up the difference in a pension between the amount bought by the 
annuitant and the minimum pension recognized as required. 


51 More Security for Old Age (Report by Twentieth Century 
Fund. Inc., New York, 1937), pp. 46-47. 


for equality of burdens on industry and on 
employees in different provinces. It would also be 
difficult to keep provincial systems on common 
standards after their introduction. Assuming the 
Dominion had jurisdiction over unemployment 
insurance, there is the further difficulty that the 
Dominion and the provinces might very well be 
levying similar contributions on payrolls and wages 
for different social insurance schemes. Co-ordina- 
tion of provincial levies for social insurance with 
that of the Dominion, and with the Dominion 
tax system in order to prevent inequities to certain 
groups of taxpayers would be extremely difficult 
-to attain and to preserve. There would be great 
difficulty in adjusting accounts for employees who 
moved across provincial boundaries during their 
working life, and without such adjustments pro- 
vincial schemes would almost inevitably tend to 
immobilize labour. 

It thus appears that if compulsory contributory 
old age annuities are to be established in Canada, 
the matter cannot be left to the provinces. They 
are scarcely likely to have very strong incentives 
to establish their own systems; it would be undesir- 
able if they did establish them. It is clear that 
only the Dominion could institute a compulsory 
system which would be administratively simple, 
which would not interfere with the free move- 
ment of labour, which could impose burdens on 
industry equally irrespective of provincial boun- 
daries (and likewise on labour), and which could 
be integrated with the tax system as a whole so 
as to prevent imposing unfair taxation on either 
industry or labour. 

We recommend, therefore, that the Dominion be 
given jurisdiction to institute a compulsory system 
of old age annuities52 In so recommending, it 
must not be assumed that we are recommending 
the immediate adoption of such a system. As we 
point out elsewhere, the present tax system bears 
heavily on costs of production and on consump- 
tion.53 <A contributory old age pension scheme 
would increase this tendency, unless the scheme 
were preceded or accompanied by appropriate 
changes in the general tax system. Given the 
adoption of the Financial Plan which we recom- 
mend in the next section of this Report, a general 
reorganization of the present tax structure to shift 
the emphasis from taxes on costs to taxes on 
income should be possible. It is our hope that 


S2Tt is possible that a compulsory old age pension (or 
annuity) system might be grafted on to the present system of 
Dominion Government annuities under which an annuity may 
purchased on very favourable terms. 


53 See Sect. B, Chap. VIII. 
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this course will be followed. In such an event a 
contributory old age pension system could be 
fitted into the general tax structure more equitably 
to workers and employers alike and with less 
danger of adversely affecting the national income. 

We further recommend that the Dominion should 
be empowered to include in a compulsory con- 
tributory system provision for pensions for widows 
and orphans of annuitants and provision for 
pension on retirement from industry due to in- 
validity or permanent disability. Whether or not 
such provisions should be included are, of course, 
matters of policy, but we think it highly desirable 
that the Dominion should be enabled to do so. 
Such additional features to a contributory old age 
pensions system are important for promoting social 
security for dependents of workers, and have been 
widely adopted in other countries. We do not 
think they would in any way impair provincial 
autonomy in other social welfare matters, since 
they would simply provide cash benefits to 
dependants (or the annuitant in case of permanent 
disability). Indeed, such provisions in a con- 
tributory old age pension scheme would tend to 
relieve provincial budgets from their present 
burdens for mothers’ allowances and the main- 
tenance of orphan children. 


But it is clear that a contributory system would 
not entirely supersede the need for non-contributory 
pensions. For many years to come no one would 
have accumulated enough to his credit to pay for 
the minimum pension, and this would have to be 
supplemented. There will always be some who, 
owing to irregularity of employment, will not 
accumulate enough to buy the minimum pension 
at the retiring age; and some who are never wage- 
earners at all and from whom it is impracticable 
to exact contributions (at double rates since they 
have no employer) by other means. 

While it might be simpler from an administrative 
point of view to have all old age pensions—con- 
tributory and non-contributory—administered by a 
single authority, we see no strong objection to the 
continuance of provincial administration of non- 
contributory pensions, even if a contributory 
system were established by the Dominion. The 
dual system should not involve much duplication 
of staff, since non-contributory pensions are paid 
on the basis of a means test, and contributory on 
the basis of quasi-contractual rights. The number 
of pensioners on provincial rolls would, of course, 
decrease with the increase of those receiving annui- 
ties under the Dominion system, and it might well 
be that a province would find it desirable and 
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economical to withdraw from the administration of 
non-contributory pensions. Our recommendations 
later for a general constitutional provision per- 
mitting delegation of power by a province to the 
Dominion, or vice versa, would facilitate this change 
in the event of any province desiring to withdraw 
from the field and the Dominion being willing to 
aceept the responsibility. 


In this treatment of contributory pensions we 
have deliberately omitted discussion of many 
practical questions, as for example, whether reserves 
should be established, or premiums paid into 
general revenues, the state accepting the obligation 
to pay annuities when due; whether annuities 
should be available at ages lower than non- 
contributory pensions at the option of the 
annuitant; whether annuitants who had contrib- 
uted less than the amount required to pay annuities 
equal to pensions under the non-contributory 
scheme should be paid something more than the 
amount of non-contributory pensions; and so on. 
But these are questions of policy. Our purpose has 
been simply to examine the problem of jurisdiction. 
Assuming the adoption of our recommendation as 
to jurisdiction, policy is entirely within the discre- 
tion of Parliament. 


HEALTH INSURANCE 


We have indicated elsewhere that since social and 
economic conditions and social outlook differ so 
greatly from province to province, we consider it 
essential that with certain exceptions responsi- 
bility for providing medical and hospital services 
and the choice of means should be left to the 
provinces.54 Among possible means is that of 
health insurance.55 The desirability of co-ordinat- 
ing all medical services within the province under 
provincial control is a strong argument against the 
establishment of any scheme which would remove 
any large group within the province from pro- 
vincial responsibility, as a Dominion health insur- 
ance scheme would do. Any health insurance 
scheme should be closely co-ordinated with other 
medical services, especially with those services 
providing medical assistance for low income groups. 


Health insurance differs profoundly from unem- 
ployment insurance and contributory old age 


54 See p. 32. 


55 For discussion see Appendix 6—A. E. Grauer, Public 
Assistance and Social Insurance, BP. 737. Of Ex. 103, Canadian 
Medical Ass’n, Ey. pp. 3006-31; Ex. 206, Provincial Council of 
Women. British Columbia; Ex. 223, Memo. on Distribution of 
Health Functions between the Dominion and the Provinces (B.C.); 
Ex. yee ress of Physicians and Surgeons of Alta.; Ev. (Sask.), 
pp. ae 2) 


pensions (sometimes called old age insurance). 
Unlike unemployment insurance, health insurance 
is not subject to wide variations in demand; the 
risks are more easily estimated, and more constant. 
It is not subject to cyclical fluctuations, or sudden 
emergencies making widespread and _ prolonged 
drains on reserve funds, except that, in the event 
of widespread unemployment, premiums may be 
difficult or impossible to collect. Unlike con- 
tributory old age pensions, health insurance is not 
a@ compulsory savings scheme requiring individual 
accounts covering many working years. It is more 
nearly insurance properly so called—in the sense 
that it covers a contingent risk for a short term, 
and is terminable on a fixed date or on fixed 
conditions. No serious problems of reserves or of 
bookkeeping for a migratory labour force are thus 
likely to arise. We see, therefore, no insuperable 
obstacle to the establishment of health insurance 
by a province. 


Ordinarily health insurance contributions are 
assessed against employers and employees though 
the state may contribute part of the cost. If 
income groups whose incomes are too low to 
enable them to pay part or all of their contribu- 
tions are included in the scheme, the state may 
contribute the necessary additional amounts for 
these groups, or heavier contributions may be 
exacted from higher income groups. One method 
is that of exacting contributions from workers in 
proportion to earnings rather than on a per capita 
basis. Such a system has the merit of simplicity 
of collection and administration, but in so far as 
the contribution exacted from higher wage groups 
exceeds their benefits it is in effect an income tax on 
low incomes rather than an insurance premium.5é 


In the event of a province instituting a scheme 
for health insurance providing for taxes on wages 
and wage bills it might be found convenient to 
entrust the Dominion with the collection. If the 
Dominion were also levying taxes on wages and 
wage bills for other social insurance schemes (unem- 
ployment insurance and/or contributory old age 
pensions) it would appear to be highly desirable 
in the interests of economies in tax collections and 
tax compliance that collection be made by a single 
authority, and the Dominion is obviously the 
appropriate authority. 


56 We later recommend that the provinces should withdraw 
from the income tax field. But for the purposes of social insur- 
ance within the competence of the provinces (including health 
insurance) we have made it clear that our recommendation for 
the renunciation by the provinces of the right to levy income 
taxes does not include premiums for social insurance even if 
levied as a proportionate tax on wages. 


In recommending provincial jurisdiction over 
health insurance we are aware of the possibility 
incidental to any social insurance scheme put into 
effect province by province that it may result in 
inequalities of taxes on industry as between prov- 
inces. We think, however, that regional differences 
in Canada militate against an acceptable national 
scheme. But experience with provincial social 
welfare legislation in the past has been that once an 
important reform is instituted in one province it has 
been adopted relatively quickly by others. This was 
the case with workmen’s compensation; it might 
well be the case with health insurance and, if so, any 
inequalities of tax burdens as between provinces 
resulting therefrom would soon be evened out. 
There is also the possibility that if certain prov- 
inces should desire a uniform scheme, administered 
by the Dominion, they could delegate to the 
Dominion the authority to institute such a scheme 
provided that our recommendation for general 
power of delegation, which we deal with elsewhere, 
is implemented. 


It must not, of course, be assumed that the 
Commission is in any way recommending the 


adoption of health insurance by the provinces. This 


is clearly a matter of provincial policy in which 
the province should have full discretion. The 
Commission is simply concerned with pointing out 
that, if a province should desire to adopt health 
insurance, the financial proposals made elsewhere 
in this Report are not a hinurance. Indeed, the 
Commission’s Financial Plan, by improving the 
position of all provinces on current account, should 
make more possible than heretofore provincial 
expenditures on health insurance or other welfare 
measures. 


Workmen’s Compensation.—Workmen’s compen- 
sation is already covered by insurance under 
provincial legislation, and there seems to be no 
valid reason for disturbing this arrangement unless 
it is found that reasons of expediency (e.g. ease of 
collecting all insurance premiums en bloc) make 
it convenient to do so. We recommend, therefore, 
that the Dominion should have power to take over 
this service in respect of any province if requested 
by that province to do so, but that in the absence 
of such request, the present provincial jurisdiction 
should be continued. It was suggested to us by 
the Chairman of the Workmen’s Compensation 
Board for Manitoba that provincial legislation 
establishing boards under provincial compensation 
acts might be invalid as infringing the exclusive 
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Dominion power to appoint judicial officers.57 In 
view of the large sums under administration by 
these boards, and in view of the established value 
of the system of workmen’s compensation which 
has been developed by the Canadian provinces, we 
think that provincial jurisdiction to create such 
boards should be clearly confirmed. 


JURISDICTION IN SOCIAL INSURANCE 
—CONCLUSIONS58 


We have concluded that two types of social 
insurance—unemployment insurance and _ con- 
tributory old age pensions—are inherently of a 
national character, but health insurance and work- 
men’s compensation are not, and that in view of 
Canadian conditions, these can be financed and 
efficiently administered by the provinces. It is not 
improbable that in the course of time it may be 
desirable to finance other social services by social 
insurance methods, or that conditions would 
warrant national health insurance, or a national 
system of workmen’s compensation. It would, 
therefore, seem desirable that rigidity in the matter 
of jurisdiction should be avoided. The simplest 
method would appear to be to provide for con- 
current jurisdiction in social insurance. This would 
enable the Dominion and the provinces to adjust 
their respective responsibilities over social insur- 
ance from time to time in accordance with changing 
conditions. In view of the cost of social insurance 
programs, duplication of provincial and Dominion 
services would not likely result even if there were 
concurrent jurisdiction. 


But it may well be that the simplest solution 
theoretically is not politically possible, though this 
is not for us to judge. In the event of concurrent 
jurisdiction over social insurance proving impos- 
sible of attainment, we recommend that the 
Dominion be given exclusive jurisdiction over the 
two services, unemployment insurance and con- 
tributory old age pensions. The general provision 
for a power of delegation by the Dominion to the 
provinces, or vice versa, which we recommend 
later,°>® should provide some measure of elasticity 
in jurisdiction over social insurance, should condi- 
tions warrant changes later. 


57 Ev. pp. 721-25, 

58 Mor an interesting proposal that the division of jurisdiction 
between the Dominion and the provinces should be social insur- 
ance or contributory services for the Dominion, leaving the rest 
to the provinces, see Ex. 380A, 380B, Brief of Canadian Welfare 
Council, Ev. pp. 9172-9227. 


59 See p. 72. 
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5. Tue FINANCING OF PROVINCIAL AND MUNICIPAL 
SociAL SERVICES 


In the services which will remain exclusively to 
the province and its municipalities such as mothers’ 
allowances, child welfare, and poor relief, we 
foresee expansion and hence rising expenditures. 
Further, under the division of function in the 
public health field which we have recommended, 
expansion in provincial and municipal expenditures 
is likely to be proportionately much greater than 
in those of the Dominion. Hitherto there have 
been wide differences in the financial ability of the 
provinces to supply welfare services. Moreover, in 
some provinces, and notably Quebec, religious 
organizations and private charitable associations 
have provided services which, in other provinces, 
were wholly or almost wholly state functions. For 
these and other reasons there have been wide 
differences in provincial expenditures, in the 
proportion of expenditures which the provinces 
compelled the municipalities to carry, and in the 
quality of state services. In the interests of 
national unity it is highly desirable that every 
province should be able to provide these services 
in accordance with average Canadian standards. 
Fiscal justice also demands that the municipalities 
should not be required to carry an undue proportion 
of the load. These desirable conditions might be 
attained in either of two ways: the provinces 
might be assisted by Dominion grants-in-aid 
(apportioned in accordance with provincial needs) 
for particular provincial services, or every province 
might be put in a fiscal position to determine its 
own policies and to finance its own services in 
accordance with its own peculiar needs. It is 
assumed that in either case the provinces would 
pass on some of the benefits to the municipalities. 
In view of the wide differences in social philosophy 
and economic and social conditions among the 
provinces, and in view of the fact that local, 
detailed, and highly personal administration is often 


required in the services which we have recom- 
mended should be left to the provinces, we think 
that the second method is highly preferable. 

Our financial recommendations aim to place 
every province in a position to finance its own 
social welfare program in accordance with average 
Canadian standards, and to make such adjustments 
with its municipalities in the financing of this 
program as seems to it reasonable. Moreover, 
provision for periodical revision of adjustment 
grants and for emergency grants should enable 
each province not only to protect its standards in 
social services, but also to improve them at the 
average pace maintained by the provinces as a 
whole. This method we believe will insure to the 
provinces not only the capacity to provide reason- 
able welfare services for their people, but complete 
autonomy in the formulation of their social welfare 
policies, in the choice between alternative services 
and between alternative methods, and in the admin- 
istration of their services. 

This does not rule out the possibility of 
Dominion assistance by grants-in-aid for particular 
services (e.g. mothers’ allowances or special health 
measures) should the Dominion so decide. It is 
indeed possible that Dominion assistance of this 
sort might be a means of improving, or co- 
ordinating, or equalizing particular provincial 
services, and it is possible that the national interest 
might on occasion justify such a step. Provided 
provinces are not thereby tempted to forgo or 
starve other needed services, we can see no serious 
objection to small grants-in-aid for particular 
provincial services, and especially for specialized 
health services where scientific standards for 
measuring efficiency are relatively easy to apply. 
But it should be noted that such grants-in-aid 
would to some extent be an alternative to the 
adjustment grants recommended in the Commis- 
sions’s financial plan, and to increases in them. 


Cuapter II 


LABOUR LEGISLATION * 


Labour legislation is a convenient term covering 
such subjects as minimum age for employment; 
hours of work; the regulation of wages, and provision 
for minimum wages; trade unions and their status; 
conditions of work in factories, mines and else- 
where; employment offices; conciliation and arbi- 
tration in industrial disputes; technical education, 
apprenticeship, and youth training; workmen’s 
compensation; a weekly day of rest. Some of these 
matters have been dealt with elsewhere because 
of their close relation to the problems of unem- 
ployment and of education.1 

Labour legislation as such is not mentioned in 
the British North America Act and at present 
jurisdiction over these matters is divided between 
the federal and the provincial legislatures on lines 
that are not very practical. Roughly speaking the 
federal jurisdiction is ancillary to jurisdiction in 
other matters, e.g. railways, criminal law, and the 
implementation of treaties under section 1322 of 
the British North America Act. Provincial control 
over labour matters rests largely on provincial 
jurisdiction over “ property and civil rights”. 

The result of this division of authority has been 
concisely stated in a research study prepared for 
this Commission by Professor A. E. Grauer:— 

“The comparative survey of labour legislation in 

Canada... reveals the following general facts. First, 

there is a marked lack of uniformity in legislation 
as between the provinces. Second, no single inter- 

national convention has been implemented by all the 
provinces, technically or in substance; and no prov- 
ince has put into effect the standards of a substantial 
number of international conventions. Third, no 
technique has been worked out for co-operation in 
bringing about more uniform standards of labour 
legislation or in implementing international conven- 
tions. There is nothing in the Canadian field to 
resemble the International Labour Organization in 
the international field. The device adopted by British 

Columbia in 1921 of passing legislation but stipulating 

that it should not come in force until other prov- 


inces had enacted similar legislation, has not been 
successful.” 


* For a comprehensive survey of labour legislation (Dominion 
and Provincial) see A. E. Grauer, Labour Legislation (mimeo- 
graphed), and Appendix 5—Esdras Minville, Labour Legislation 
and Social Services in the Province of Quebec. 

1See as to unemployment p. 24, and as to education, p. 50. 

2This section gives power to the Dominion Parliament to 
perform the obligations arising under treaties between the Empire 
and foreign countries. 


8A. E. Grauer, Labour Legislation, p. 174. (Mimeographed.) 
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Professor Grauer’s opinion is that, upon the basis 
of the number of conventions of the International 
Labour Organization which have been ratified by 
various governments, Canada is relatively a back- 
ward country. He points out, however, that 
Canadian workers in fact enjoy better conditions 
than workers in many countries such as China and 
Japan whose records in the implementation of 
international labour conventions are better than 
that of Canada. From this he concludes that the 
enactment of legislation to implement labour con- 
ventions is hampered in Canada not by unwilling- 
ness to improve working conditions, but by consti- 
tutional difficulties arising from the present division 
of legislative power. The Dominion Parliament 
has, on occasion, been willing to act but powerless 
to do so, while individual provinces have been 
reluctant to take any action which might place 
their industries at a disadvantage in comparison 
with industries in other provinces. 

It was contended before this Commission that 
the jurisdiction of the Dominion Parliament over 
labour legislation should be considerably enlarged.4 
One reason is the desire for uniformity in these 
matters throughout Canada, and another is the 
circumstance already noted that labour legislation 
which imposes a burden on industry can often be 
delayed in any one province by the argument that 
its adoption would place that province at a com- 
petitive disadvantage in comparison with other 
provinces. Yet those who were most anxious that 
the Dominion Parliament should have power to 
establish minimum standards below which no prov- 
ince might fall, were also desirous that any 
province which wished to establish higher standards 
and felt that it was economically in a position to 
do so, should not be prevented from acting.® 

Provincial control over many phases of labour 
legislation is desirable for several reasons. The 


4H.g. Ex. 106, Brief of Trades and Labor Congress of 
Canada, p. 17; Ex. 394, Brief of Canadian Chamber of Commerce, 
p. 8. 


5 Evidence by representative of Trades and Labor Congress, 
. 3131; Ex. 99 Brief of League for Social Reconstruction, p. 33, 
Ky p. 2840. The Government of B.C. took a similar_view (Ex. 
172, p. 352, Ev. p. 5475; Ex. 192, Memo. B.C. Dept. of Labour, pp. 
3-4). So also did the Government of N.S. (Ex. 140, p. 43, Ev. 
pp. 4190-91); the Ont. Minister of Labour (Ev. p. 7882) and the 
Man. Deputy Minister of Labour (Ex. 16, Memo. Man. Dept. of 
Labour). The Governments of Sask. and P.E.I. favoured Dominion 
jurisdiction over labour legislation (Ey. pp. 4518-19, Ex. 34, pp. 
332-34). Numerous private organizations made similar recom- 
mendations. 
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relations of employer and employee, and notably 
such matters as apprenticeship, should conform to 
the general social outlook of the region. Further, 
situations may arise in labour matters in which 
prompt action may be needed and it may often be 
the provincial government which is the better able 
to act promptly and effectively. Men with a sense 
of grievance are naturally insistent on meeting with 
those in whose power it lies to take effective action 
to redress the grievance. In practice this may 
mean ministers rather than officials. There are 
many industries in which workers and employers 
find it more convenient to approach the provincial 
government than Dominion ministers in Ottawa.§ 
Some of the industrial standards acts recently 
enacted by certain provinces require elaborate 
administrative machinery. An intimate knowledge 
of local conditions is requisite if detailed regula- 
tions are to be applied intelligently and modified 
both intelligently and promptly to meet unforeseen 
contingencies. This point has been well illustrated 
in the case of legislation providing for workmen’s 
compensation and for precautions against indus- 
trial accidents which has long been administered 
by the provinces. Even if the possibility once 
existed of securing more economical administration 
of these types of legislation by greater centraliza- 
tion, economies could now be effected only at the 
cost of upsetting a considerable volume of provincial 
legislation. 

Yet in other matters uniformity is desirable. 
Theoretically, uniformity could be achieved by 
agreement between the provinces implemented by 
joint legislation. But the difficulties of securing 
agreement between nine provinces and of effecting 
uniform changes in legislation enacted in this way 
are obvious. In labour matters where uniformity 
is desirable there is thus a strong case for juris- 
diction by the Dominion Parliament. 


Waces; Hours or Lasour; AcE oF EMPLOYMENT 


On three subjects in particular, minimum wages, 
maximum hours, and age of employment, basic 


6 The evidence of the late Hon. M. M. MacBride, Minister of 
Labour for Ontario, on this point was (Ev. pp. 7883-84): “Dealing 
specifically with the question of industrial disputes may I express 
this opinion, that both the representatives of the employees and 
the employers invariably want to meet someone in authority, 
While the Minister might not be quite as capable as some of his 
officials—and I am quite frank enough to say that—they do want 
to see the Minister. He has to spend a good deal of his time in 
meeting delegations, small and large, and paving the way to a 
result that will finally be brought about by an official under his 
direction. Therefore, I question very much if we had an indus- 
trial dispute in British Columbia whether they could get that 
personal contact with the official at Ottawa, no matter how capable 
and sincere he may be—I think they would want to deal with the 
Minister in British Columbia, and I think they would want to 
deal with the Minister in Ontario, and so in the other provinces. 
That is our experience.” 


uniformity of legislation throughout Canada would 
be highly desirable. In the first place, so long as 
there are wide differences between provincial laws 
on these subjects, there are strong incentives for a 
province with high standards on these matters to 
discriminate against the products of other prov- 
inces with lower standards in order to protect both 
capital and labour within the province from unfair 
competition from without. Legislation of this sort 
almost inevitably leads to retaliation, and in any 
case tends to impair freedom of trade between 
provinces. In the second place, federal jurisdiction 
over maximum hours, minimum wages, and age 
of employment, while not absolutely essential for 
administration of unemployment relief by the 
Dominion would facilitate effective and systematic 
action. Neither in the case of protecting internal 
freedom of trade, nor for purposes of handling 
unemployment relief, would complete and exclusive 
jurisdiction over these matters be required. It 
would be sufficient if the Dominion had authority 
to establish basic minimum standards in each case, 
leaving to each province the power to impose such 
higher standards as it desired. The power of the 
Dominion Parliament in these respects should, 
however, be precisely delimited because, as we have 
pointed out in our discussions of the social services, 
there is real danger to provincial autonomy if much 
latitude is left to the courts in deciding what legis- 
lative power is to be regarded as ancillary to a 
defined federal power. 


The relationship between minimum wages and 
relief is especially close. If wages are lower, or 
little higher than relief rates, workers will be 
tempted to leave their employment and claim relief. 
This may be especially so in the case of men with 
large families, since their incomes from relief may 
be much higher than their wages if employed. 
Indeed, the test of willingness to work is meaning- 
less, except in relation to a wage scale. On the 
other hand, when there is a labour surplus, 
employers may be tempted to pay wages below 
relief rates, leaving the state to make up the 
difference in relief. As was pointed out in hearings, 
this situation is especially liable to develop in the 
case of part-time employment.® If the Dominion 
assumes responsibility for relief of employables it 
would follow that it ought to have power to 
establish basic minimum wages in order to protect 
the taxpayer against abuses of relief by employee 
or employer. 


8EKv. pp. 7377ff. 


ENFORCEMENT OF LABOUR LEGISLATION 


Labour legislation requires vigilant enforcement, 
and in matters in which interprovincial friction 
may arise any suspicion that legislation is not being 
adequately enforced may lead to ill-feeling. In 
many cases the province is in a far stronger posi- 
tion than the Dominion for securing thorough 
observance of the law. For instance, the enforce- 
ment and modification of rules of safety in factories 
and mines can conveniently be combined with 
workmen’s compensation. On the other hand 
the enforcement of minimum wage legislation 
could probably be very efficiently combined with 
any system of social insurance under which 
premiums were collected which were fixed as a 
percentage of wages. But, in a general way, 
enforcement seems to be appropriately a provincial 
problem. 


Status or Lasour UNIONS AND JURISDICTION IN 
INDUSTRIAL DISPUTES 


Our discussion of the status of labour unions 
and of conciliation and arbitration must be in very 
general terms. These topics are not as closely 
allied to financial problems as are other phases of 
labour legislation, and we have had very little 
evidence concerning them.19 Such limitations as 
are imposed on the activities of unions of 
employers or employees by the criminal law are 
matters of federal jurisdiction, and the power of 
the Federal Parliament to give labour unions a 
certain status and capacity and to regulate the 
internal rights of their members is analogous to 
its implied power to incorporate companies with 
Dominion objects. On the other hand, the civil 
rights and liabilities of labour unions are, in 
general, determined by the provinces.t1 Some 
degree of uniformity in provincial legislation is 
highly desirable, but its attainment must be by 
agreement between the provinces as transfer of 
jurisdiction on such a subject to the Federal 
Parliament would present insuperable difficulties. 
We later propose regular Dominion-provincial 
labour conferences and these might be a convenient 
means of facilitating uniformity of provincial 
legislation in the matter of civil rights and 
liabilities of labour unions. 


10They are considered in our research studies: for _ status 
of labour unions see A. E. Grauer. Lahour Legislation (Mimeo- 
graphed), Ch. V.; and Appendix 5—Esdras Minville, Labour Legis- 
lation and Social Services in the Province of Quebec, Ch. IX; and 
for conciliation and arbitration, see Grauer, Ch. IX, and Minville, 


Ch. 1X 
11 [bid. 
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Since some industrial disputes are matters of 
merely local concern while others extend to two 
or more provinces the allocation of jurisdiction 
over arbitration and conciliation in such disputes 
presents great difficulties in the Canadian as in 
other federal systems. But these difficulties were 
not apparent in 1867 and were not foreseen when 
the British North America Act was drafted. The 
Dominion in 1907 attempted, in the Industrial 
Disputes Act, to exercise a wider jurisdiction than 
is possible under the British North America Act 
by purporting to deal with a number of public 
utilities only some of which were under federal 
jurisdiction. Although as a result of litigation in 
192512 this Act was amended and its scope 
restricted, it cannot be said that it had caused 
serious inconvenience to the provinces while it 
had been believed to be law. All the provinces, 
except Prince Edward Island, subsequently passed 
enabling legislation (as to the constitutionality of 
which there appears to be some doubt) applying 
the amended Act to disputes within exclusive 
provincial jurisdiction. British Columbia has since 
repealed this legislation. But each province has 
its own legislation as well and, therefore, in some 
provinces there are two methods by which the 
same dispute may be dealt with: one under the 
federal Act as extended to the province, the other 
under provincial legislation.13 

This overlapping of jurisdiction is apt to lead 
to dissatisfaction among employers and employees 
and to friction between governments. One side to 
a dispute may wish to call in the Dominion 
service, the other the provincial. It has even 
happened that both have been called in.14 Even 
if both sides have accepted the same service, the 
side dissatisfied with the final result may be 
inclined to feel that it would have been better off 
if the other conciliation service had been employed. 
In different disputes in somewhat similar indus- 
tries, decisions based on different principles may 
be reached because the same conciliation service is 
not used. 


12 Toronto Electric Commissioners v. Snider [1925], A.C. 396. 


18In point of fact the overwhelming majority of disputes are 
dealt with by provincial conciliation. See the Labour Gazette for 
March, 1938, where at p. 253 there is a detailed list of the 278 
strikes and lockouts in Canada in 1937. Of these only 8 appear 
to have been settled under the Dominion Industria] Disputes 
Investigation Act, while over 60 appear to have been settled by 
the use of provincial machinery, the balance being settled in some 
other manner. 

14 The strike of coal miners in Minto, N.B., in 1937 illustrates 
these two points. The provincial conciliation service dealt with 
the situation for some time but its actions were not agreeable to 
the United Mine Workers who asked the Dominion Department 
of Labour to appoint a conciliation board under the Industrial 
Disputes Investigation Act. This request was granted. an action 
that was a “great disappointment” to the Attorney-General of 
New Brunswick. (See The Gazette, Montreal, Dec. 17, 1937.) 
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In some cases (other than those within the 
legislative competence of the Dominion as defined 
in the Snider case) a Dominion conciliation service 
can achieve beneficial results which would not be 
possible for a provincial service. Dominion officers 
with some knowledge of conditions in all provinces 
may be in the best position to handle disputes in 
industries which are found in two or more prov- 
inces. Such industries may have an interprovincial 
character resulting from the existence of labour 
unions, employers’ associations, or controlling 
financial interests organized on a national scale. 
Consumers in one province may be seriously 
affected by the prolongation of an _ industrial 
dispute in another province. There are, therefore, 
possibilities that different action by different 
provincial services, especially if a dispute is in 
progress at the same time in two or more provinces, 
may prolong industrial unrest and attendant 
economic dislocation. 


We fully recognize that circumstances in some 
provinces will tend to make the range of disputes 
over which authority can conveniently be trans- 
ferred to the Dominion smaller than in others. 
We recommend, therefore, that it should be made 
possible for any province to transfer to the 
Dominion jurisdiction over conciliation and arbi- 
tration in any category of industrial dispute. 
Should a transfer be made it will be important that 
any such category should be clearly defined in 
order that no possibility of dual jurisdiction should 
exist. 


INTERNATIONAL LABOUR CONVENTIONS 


In one very important respect the situation with 
regard to labour legislation has changed completely 
since Confederation. For the last twenty years 
Canada has been a member of the League of 
Nations and of the International Labour Organiza- 
tion. Labour conventions of an _ international 
character are adopted from time to time and 
member-states of the International Labour Organ- 
ization are invited to ratify them. Canada among 
other nations has ratified a number of these 
conventions. To give effect to their provisions, 
which are designed to establish uniform labour 
standards throughout the world, requires legislation 
which it is not within the competence of the 
Parliament of Canada to enact,15 and which the 
provinces are under no legal obligation to enact. 
It might have been supposed that on joining an 


15 See decision of the Privy Council, A iat aometal for 
Uanada v. Attorney-General for Ontario, [1937], A.C. 


international organization a state would at once 
alter its constitution to conform to the new 
relationship so that it could play its part effectively 
in the activities which it recognized as desirable. 
But no such action was taken by Canada. This 
situation is entirely unsatisfactory and we recom- 
mend that the Dominion and the provinces together 
should decide how International Labour Conven- 
tions should be implemented. It seems that the 
best method would be for the provinces to give to 
the Parliament of Canada power to implement such 
international labour conventions as the Govern- 
ment of Canada has ratified, or may ratify in the 
future.16 

These labour conventions are the work of repre- 
sentatives of many countries, and it is inconceiv- 
able that an international convention could be 
formulated as part of a colourable attempt by the 
Dominion to encroach upon provincial jurisdiction. 
We do not feel, therefore, that (if the Dominion 
is given full power to implement these international 
labour conventions) there is any legitimate cause 
for fear that this method will be used for the 
purpose of invading provincial rights. It is true 
that existing provincial jurisdiction may be cur- 
tailed to some extent, but only in cases in which 
a large number of sovereign states have agreed to 
accept uniform labour standards, which they 
consider should prevail throughout the whole world. 

The same considerations do not apply to the 
power to implement treaties which may be con- 
cluded between Canada and some other single 
country, and what we have said about the Juris- 
diction to implement international labour conven- 
tions must not be taken to apply to the more 
general issue of legislative competence to imple- 
ment Canadian treaties, which we consider is out- 
side our terms of reference. A number of submissions 
made to the Commission argued that the recent 
accession of Canada to the status of a fully self- 
governing nation required that the Dominion 
Parliament should have power to implement such 
treaties as Canada’s international status enabled 
her to conclude.17 In these submissions the inability 
to implement international labour conventions was 
quoted as a striking example of the difficulties 
arising from the absence of such a power. Our 


16 This might be done by constitutional amendment, or, if our 
general recommendation providing for delegation of power by a 
province to the Dominion or vice versa is adopted, by delegation. 


17 Ex. 100, League of Nations Society; Ex. 106, ee and 
Labor Congress, p. 17; Ex. 386, Canadian Legion, p. 4; 9, 
League for Social Reconstruction p. 23; Ex. 257, Alberta CCF. 
Clubs, p. 13; Ex. 205, Greater Vancouver and New Westminster 
Youth Council, p. 2; Ex. 209, Vancouver Young Libera] Ass’n; 
Ex. 210, C.C.F (B.C. Section) ; Ex. 28, Greater bipiseet es Youth 
Council, p. 2; see also brief of Sask., p. ’330, Ey. pp. 2279-81. 
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proposal that the Dominion Parliament should have 
power to implement these conventions will meet 
this particular difficulty, but it does not touch the 
more general issue raised in these submissions. 


DOoOMINION-PROVINCIAL LABOUR CONFERENCES 


We have already referred to the lack of 
uniformity in labour standards among the prov- 
inces, and have pointed out the undesirability of 
undue centralization of jurisdiction as a means of 
effecting uniformity. The alternative method is 
co-operation and agreement among the provinces 
on labour standards, but heretofore there has been 
no particular means for facilitating co-operation, 
and it has, therefore, been lacking. There is also 
lack of co-operation between the Dominion and 
the provinces in labour matters generally. As we 
point out elsewhere a similar situation has hitherto 
existed in the matter of Company Law, but this 
condition seems to have been remedied by co- 
operation between companies branches of provincial 
governments and the Dominion Secretary of State’s 
Department to work out a uniform Companies 
Act. We think that much could be done to promote 
uniformity in labour legislation in a similar way 
by co-operation among the Departments of Labour 
of various governments. Moreover, there are many 
other labour matters in which all governments, 
including the Dominion, have a common interest, 
as, for example, the administration of labour 
legislation, investigation and research in labour 
problems, and the preparation of statistics in labour 
matters. 


The situation appears to call for regular confer- 
ences of representatives of Labour Departments. 
A conference of this sort did indeed meet in May, 
1938, and appears to have been highly successful.18 
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We commend this step, and we think that annual 
conferences, either of officials of Labour Depart- 
ments meeting in a separate conference, or as part 
of a general and regular Dominion-Provincial Con- 
ference should be carefully considered by the 
appropriate authorities. Such a conference should 
go far to facilitate uniformity in labour legislation 
and to promote a better understanding among 
governments of their respective labour problems. 


CoNCLUSIONS 


It will be convenient to summarize here our 
conclusions and recommendations: — 


1. In order to protect the principle of freedom 
of trade between provinces and to facilitate the 
handling of relief for employables by the Dominion, 
the Dominion Parliament should have jurisdiction 
to establish basic minimum wages and maximum 
hours of labour, and to fix the ‘age of employment, 
leaving to any province jurisdiction to raise 
minimum wages, lower hours of labour, or raise 
the age of employment if it so desires. But, as 
noted previously, the powers of Parliament should 
be precisely defined in order to protect the 
autonomy of the provinces. 


2. In the case of industrial disputes, provinces 
should be empowered to delegate jurisdiction to 
the Dominion over any category of industrial 
disputes now within provincial jurisdiction. 

3. The Dominion should be empowered to imple- 
ment any labour conventions of the International 
Labour Organization. It should be understood, 
however, that we do not here make any recom- 
mendations with respect to treaties in general. 

4. Frequent and regular conferences should be 
held between Dominion and provincial Depart- 
ments of Labour. 


18In May, 1938, the first conference of the Canadian Associa- 
tion of Administrators of Labour Legislation was held in Ottawa. 
The Association is made up of the officials of the various Labour 
Departments in Canada. Its objects are “to serve as a medium 
for the exchange of information and encourage co-operation among 
its members; to promote the highest possible standards of law 


enforcement and administration; and to attain uniformity of 
legislation and regulations thereunder,” It is possible that this 
Association may bring about more uniform legislation as between 
the provinces and better enforcement. <A. E. Grauer, Labour 
Legislation (mimeographed), p. 1 


Cuapter II1 


EDUCATION 


Education calls for separate treatment from other 
social services both because of the nature of the 
subject and because it was expressly assigned 
(subject to certain controls in section 93 of the 
British North America Act) exclusively to pro- 
vincial jurisdiction in 1867. But the expansion in 
the concept of education since 1867 has been as 
unexpected as the expansion in social services 
generally. In effect education is no longer thought 
of as concerned entirely with the instruction of 
the young during the highly formative period of 
life—instruction which is of decisive importance as 
regards religious training and the preservation of 
language and culture. Training for adolescents 
and adults is given today on a scale hardly 
anticipated in 1867, and the development of the 
radio and of organized research has brought new 
techniques into educational activities. Thus educa- 
tion, like the social services, has developed aspects 
which have led to action by the Dominion and 
which have been the grounds for many representa- 
tions to this Commissiop by organizations in addi- 
tion to the representations of provincial govern- 
ments.1 


There are some Dominion functions such as 
military training, agricultural training, and radio 
programs which indirectly invite excursions into 
the educational field. At the same time, financial 
considerations have led the provinces to welcome 
help from the Dominion in matters such as 
technical education and youth training. In other 


1x. 24, School District of Winnipeg No. 1; Ex. 25, Man. 
School Trustees’ Ass’n; Ex. 26, Man. Teachers’ Federation; Ex. 29, 
Catholic Minority of Man.; Ex. 61, Sask. School Trustees’ Ass’n; 
Ex. 62, Sask. Teachers’ Federation; Ex. 97, Canadian Teachers’ 
Federation; Ex. 101, Canadian Association for Adult Education; 
Ex. 183, B.C. School Trustees’ Ass’n; Ex. 184, Report on School 
Finance in B.C.; Ex. 208, Catholic Minority of B.C.; Ex. 244, 
Alta. School Trustees’ Ass’n; Ex. 245, Alta. Teachers’ Ass’n; Ex. 
289, Ont. School Trustees’ and Ratepayers’ Ass’n; Ex. 291, Ont. 
Teachers’ Council; Ex. 344, Mémoire de la Société Saint-Jean- 
Baptiste de Montréal endorsed and ep nroy ed by La Société Saint- 
Jean-Baptiste des Trois-Riviéres, ’Association générale des 
étudiants de l’Université de Montréal, Les Chevaliers de Carillon, 
L’Association Canado-Americaine, Les Patriotes de Rosemont, 
L’Association des hoteliers de la campagne de la province de 
Québec, and L’Union des vétérans canadiens; Ex. 347, Provincial 
Association of Protestant Teachers of Que.; Ex. 351, Comité 
permanent des Congrés de la i hey francaise; Ex. 352, Les 
Acadiens et les Canadiens-francais des provinces Maritimes; Ex. 
353, Les Canadiens-francais du Manitoba; Ex. 354, Les Canadiens- 
francais de la Saskatchewan; Ex. 355, Les Canadiens-francais de 
Alberta; Ex. 379, N.B. Teachers’ Ass’n; Ex. 400, Roman Catholic 
Separate School Trustees’ Ass’n of Ont. 
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_ would provoke profound resentment. 


directions cultural activities of the Dominion (art 
collections, museums, libraries) have an educational 
aspect. 

The recommendation which we have made else- 
where that the Parliament of Canada should have 
full power to provide unemployment aid for those 
recognized as employable by an employment service 
under Dominion control, would, if it were acted 
on and if the Parliament of Canada proceeded to 
deal with unemployment aid, make the training 
of unemployed youth a matter of even greater 
federal concern than at present. While the 
Dominion has a particular interest in technical 
education and in youth training, it is the function 
of the provinces to help in forestalling unemploy- 
ment by providing an ordinary education of such a 
character as to turn out young men and women 
likely to secure employment. 

Since the Dominion would delimit from time to 
time the extent of the liability which it was 
prepared to assume in granting unemployment aid 
(e.g. the age at which it would accept youths as 
“employable”) it might make its help contingent 
on reasonable co-operation by the provinces. It is 
safe to assume that the provinces will be willing 
and ready to offer their full co-operation both in 
providing a suitable education for all and in 
contributing to the training of those who, at the 
age of recognition as employable, may be found to 
stand in need of further training. The needs of 
the provinces for vocational and technical training 
are, of course, part of their general fiscal] need. 

We have already said that the instruction of the 
young during their formative years is a matter 
which the provinces must continue to control 
(subject, of course, to the safeguard for religious 
minorities provided in the British North America 
Act and amendments). A free hand in something 
so important to the social and cultural life of the 
people seems to us to be vital to any provincial 
autonomy worthy of the name, and it is obvious 
that any attempts to alter the existing arrange- 
ments would meet with powerful opposition and 
But it has 
been suggested to us that in upholding the freedom 
of choice of a territorial unit viz., the province, 
we may be disregarding the freedom of choice of 
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individuals, viz., the parents. It has been urged 
upon us that the existing safeguards for religious 
minorities should be extended so that Roman 
Catholic minorities in every province may be free 
to insist that their taxes for education be used for 
the upkeep of separate schools.* It was further 
urged that adequate time should be provided in 
the school curriculum for religious instruction 
during school hours. These representations indi- 
cate the existence in several provinces of a sense 
of grievance which may well contribute to national 
disunity as well as to lack of harmony within the 
province concerned. But we are compelled to say 
that it does not fall within our terms of reference 
to advise the provinces as to what course they 
should pursue. Representations by persons and 
organizations interested should be made to the 
individual province concerned, which alone, except 
as provided by section 93 of the British North 
America Act, has jurisdiction over matters of 
education. 


Many representations have been made to us that 
financial help should be extended by the Dominion 
to the provinces for various purposes, such as 
scholarships,4 technical training,® grants to be used 
for general educational purposes provided that the 
provinces did not reduce their own expenditure on 
education.6 These representations appear to have 
been inspired largely by consternation at the 
reductions in educational expenditure which certain 
provinces, under the stress of the depression, have 
felt compelled to make. It has even been con- 
tended that the Dominion is bound to see that 
there is equal educational opportunity (as far as 
is practicable) for every Canadian child.7 We 


8Ex. 29, Catholic Minority of Man.; Ex. 208, Catholic 
Minority of B.C.; Ex. 344, La Société Saint-Jean- Baptiste de 
Montréal; Ex. 351, Comité ‘permanent ne Congrés de la langue 
frangaise; Ex. 352, s Acadiens et les Canadiens-francais des 
provinces Maritimes; Ex. 353, Les Canadiens-francais du Mani- 
toba; Ex. 354, Les Canadiens-francais de la Saskatchewan; Ex, 
355, ‘Les Canadiens-francais de Alberta; Ex. 400, Roman Catholic 
Separate School Trustees’ Association of Ont. It was also sug- 
Rete in evidence by the representative of the Roman Catholic 
perere School Trustees’ Association of Ontario that any 

Dominion assistance for education should be apportioned between 
Protestant and Roman Catholic schools (Ev. pp. 9712-14). As 
we are not recommending any such grant, this issue does not arise. 

4Hg. Ex. 97, Brief of Canadian Teachers’ Federation, p. 16, 
Ev. pp. 5713- 19. See also Brief, State Scholarships in Canada by 
cee Student Assembly. 

iit: Ex. 172, Brief of B.C. 352; Ex. 8, Brief of Man., 
Pt: vit p. 56; Ex. 140, Brief of WS, pp. 134-37. 

6 Ex. 97, Brief of Canadian Teachers’ Federation, pp. 11-14; 
Ex. 245, Brief of Alberta Teachers’ ant Deo: Ex. 347, Brief 
of Protestant Teachers of Que., Ev. p. 8367. See also Ex. 161, 
Brief of P.E.I., and Ev. pp. 4464- 67, 4 4471. Compare evidence 
pat, ), p. 7687. 

7 Ex. 97, Brief of Canadian Teachers’ Federation, p. 3; Ex. 
357, Brief of N.B., pp. 37, 39, Ev. pp. 8648-51; Ex, 62, Brief of 
Saskatchewan Teachers’ Ass’n, pp. 4-6; Ex. 28, Brief of Greater 
Winnipeg hed one pp. 2-3; Ex. 257, Brief of Alberta Youth 
Congress, p. 2; 
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have the deepest sympathy for these views which 
have been advanced by many of the organizations 
most closely associated with education in Canada, 
and we share to the full the regret that, especially 
in recent years, education has been terribly 
neglected in many of the poorer parts of the 
country and that wholly disproportionate sacrifices 
have been imposed on those who have devoted 
their lives to this important public service.8 But 
the representations appear to us to go too far in 
denying the right of each province to decide the 
relative importance of expenditure on education 
and expenditure on other competing services. It 
is our hope that provision can be made for the 
fiscal needs of all provinces, including within those 
needs provision for the education of the young. 
Our financial proposals aim at placing every prov- 
ince in a position to discharge its responsibilities 
for education (on a scale that is within the means 
of the people of Canada) if it chooses to do so. 
Once this. position is established it seems to us 
best that education, like every other form of 
welfare service in a democratic community, should 
have to fight for its life, and that a generous 
provision for the education of the children of the 
nation should depend, not on any arbitrary con- 
stitutional provision, but on the persistent convic- 
tion of the mass of the people that they must be 
ready to deny themselves some of the good things 
of life in order to deal fairly by their children. 
Hence we do not think that it would be wise or: 
appropriate for the Dominion to make grants to 
the provinces ear-marked for the support of general! 
education. 


A second type of representation has been con- 
cerned with the use of relatively small grants from 
the Dominion to safeguard and stabilize certain 
phases of education which are believed to be of 
peculiar national importance. We have expressed 
our objection to grants for elementary and secondary 
education where any suspicion of Dominion inter- 
ference would seem to us dangerous; but it may 
be of use to outline the sort of thing which might 
be accomplished by such methods in other direc- 
tions where the same objection does not apply. 
The best illustration seems to us to be found in the 
field of university education, with which we are 
all personally familiar. But, precisely because 


8 In Saskatchewan the reduction in teachers’ salaries was most 
severe. The total paid in salaries to teachers was reduced from 
$8 million in 1930 to less than $4 million in 1934 (Ex. 34, Brief 
of Sask. p. 52). The total salary paid to rura teachers in 
Saskatchewan declined from $4,537, 000 in 1929 to $1,939,000 in 
1934 (Ex. 62, Brief of Saskatchewan Teachers’ Federation, p. 9). 
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of our own close connections with Canadian 
universities, we are refraining from making a 
recommendation on this subject. 

Successful university administration requires 
some assurance of a moderately stable budget 
over a reasonable period of time. One reason is 
that important contractual commitments have to be 
made for a fairly long period in advance, and that 
reasonable security of tenure is as necessary for 
good university instructors as it is for good civil 
servants. Academic freedom itself, which is an 
important ingredient in the democratic structure of 
our country, requires that in institutions supported 
by the state no appointment should be directly or 
indirectly at the mercy of political pressure. The 
efficient functioning of universities in all regions of 
Canada (and, therefore, in all provinces of Canada) 
is essential if some equality of influence in the 
national life is to be maintained as between these 
regions. The extinction of a provincial university 
would strike a heavy blow at the importance of 
that province in the next generation of Canadian 
history. 

It is this last consideration which explains why 
the Western Provinces have undertaken to main- 
tain universities at a time when their own revenues 
were far from assured, and when it was barely 
practicable to endow such an institution with the 
assured income necessary for its efficient function- 
ing. It explains why, all things considered, almost 
astonishing efforts have been made to preserve 
these institutions during the depression even when 
masses of people were at the verge of destitution. 


It is worth remembering that it was to the 
thoughtful generosity of a foreign endowment that 
the four universities of Western Canada were 
indebted for help during three critical years which 
enabled them to survive this period without 
complete loss of initiative. 

In these circumstances it is conceivable that even 
the provinces might welcome a small Dominion 
grant to their universities made contingent on the 
maintenance over a period of some years of the 
provincial grants to the same institution and on 
the preservation of high academic standards. If 
this is the case, a relatively small Dominion annual 


grant divided among the provinces in rough propor- 
tion to their population for the benefit of institu- 
tions which receive help from the state might play 
a peculiarly useful part in our national life. The 
additional funds, while preferably to be spent at 
the discretion of the university, would make it 
possible (wherever this appeared to academic 
authorities the most useful course) to provide 
scholarships and bursaries which would bring its 
opportunities within the reach of poor but able 
students. 

The next point which we have to make is 
illustrative of the importance of universities in the 
national life of Canada. Among the activities of 
the Dominion government which possess an educa- 
tional character is the organization of scientific 
research in the physical sciences under the National 
Research Council. It is unnecessary to expatiate 
on the excellent work which the Council has 
been doing in close co-operation with Canadian 
universities upon whom it is largely dependent for 
its personnel. It has been represented to us that 
analogous research work in the social sciences might 
be organized, and that, in addition to the Dominion 
Bureau of Statistics, we might have a Social Science 
Research Council which would co-ordinate and 
in some degree direct the research work in 
these sciences which is being done in Canadian 
universities and elsewhere.2 There is a real need 
for some such institution in Canada and it could 
serve a most useful purpose in analysing the 
social problems with which current legislation is 
designed to deal. 

Attention has also been called to the great need 
for a national library in Canada.19 While we are 
in sympathy with such a project we feel that it 
is a matter of policy on which it would not be 
appropriate for us to make a positive recommenda- 
tion. But we wish to point out that this is 
another example of an educational or cultural 
activity which, if judged expedient, could be 
appropriately undertaken by the Dominion govern- 
ment. 


eee 231, Memo. on Research in the Social Services, Ev. pp. 
-64. 

10 Ex, 211, Brief of B.C. Library Ase’n; Ex. 294, Brief of 
Ont. Library Ass’n. 


CuHapTEeR IV 


THE REGULATION OF CERTAIN ECONOMIC ACTIVITIES 


The British North America Act, 1867, divides 
the field of economic regulation like that of social 
welfare between the Dominion and the provinces. 
On the one hand, the Dominion has extensive 
regulatory power over economic activities through 
its jurisdiction to regulate “ trade and commerce”, 
and such matters as “interest”, “banking”, 
“weights and measures”, “bills of exchange and 
promissory notes”. On the other, the provinces 
have the proprietary right over natural resources, 
and have as well considerable regulatory power 
Over economic activities through their exclusive 
power over “ property and civil rights within the 
province”, ‘the incorporation of companies with 
provincial objects”, “generally all matters of a 
merely local or private nature within the prov- 
ince’, and the right to issue licences. This division 
of jurisdiction over economic life has occasioned 
considerable friction betwen the provinces and the 
Dominion; in some cases it has induced over- 
lapping of services between governments; in some 
it has greatly hindered effective governmental 
action in dealing with economic problems. 

Ideally, we should, perhaps, have begun with an 
examination of the whole field of economic life 
under modern conditions, and have based our 
recommendations as to jurisdiction on this exam- 
ination, ignoring the settlement of 1867. But we 
have considered that a more practical approach 
would be to concentrate our attention on certain 
specific problems of jurisdiction brought to our 
notice in our public hearings. We feel that, in 
particular, five problems in this field demand exam- 
ination; the marketing of natural products; the 
regulation and incorporation of companies; fisheries; 
the regulation of insurance; and the problem of 
freedom of trade between the provinces. As in the 
case of the social services, we have assumed that 
we should not recommend any change in jurisdic- 
tion except for strong and compelling reasons. In 
certain instances we recommend a new method of 
approach by delegation of powers. 


1. MARKETING oF NaTuRAL Propucts 


The term “marketing” is an economic or 
commercial, rather than a legal concept, and 
describes a process which may involve many steps 
and transactions. This process does not fall easily 
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under any head of jurisdiction in section 91 or 
section 92 of the British North America Act. It 
straddles the line between provincial and federal 
fields and falls in certain aspects under several of 
the enumerated powers in both sections 91 and 92. 
Some phases of marketing fall within the Dominion 
jurisdiction over “trade and commerce”, “ copy- 
right”, “patents of invention and discovery”, 
“weights and measures ”’, “ the criminal law ”, and 
probably also under the Dominion taxing power. 
In certain aspects marketing also falls under the 
provincial jurisdiction over “ property and civil 
rights within the province”, “matters of a merely 
local or private nature in the province’’, “ direct 
taxation within the province” and “shop... and 
other licences ”’. 


In the broad meaning of the term, “ marketing” 
might include buying and selling, organization of 
buyers or sellers, prices, grades and standards, 
market and other commercial practices, etc. While 
we are fully aware of these broader implications of 
the word and of recent developments in Canada 
and elsewhere of a trend toward fuller commercial 
regulation, we have, none the less, limited our 
discussion of marketing to the field of natural 
products. We do this both because virtually no 
other phase of the subject was raised in our public 
hearings, and because a wide variety of other 
problems engaged our time and attention. But in 
thus limiting our discussion we do not mean to 
imply that there are no other phases which may 
require attention or that changes in jurisdiction 
over certain other aspects of marketing (such as 
the regulation of prices) may not be needed in the 
future. We have merely concentrated on pressing 
problems. 


We have already made reference to the fact that 
demands for social legislation have been made on 
governments which were not contemplated in 1867. 
In commercial matters there has likewise been a 
growing demand for governmental interference, 
which, though not requiring the same governmental 
expenditures as the social services, may profoundly 
affect the national income. These demands could 
not have been foreseen at the time of Confedera- 
tion. In 1867 most trade within Canada was on 
a small scale and the buyer and seller stood in 
positions of comparative equality. But as the 
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Canadian economy became more complex and the 
volume of sales and the distances to markets 
increased, the old equality of bargaining position 
between buyer and seller was disturbed to the 
disadvantage particularly of the small producer of 
natural products. Likewise in foreign trade there 
was little need in 1867 for standardization of 
products because foreign trade consisted largely of 
staples in bulk, but as competition in foreign 
markets increased and modern systems of merchan- 
dising through organized exchanges developed, the 
need arose for grading and standardization of 
products. Early governmental activities were 
directed toward the encouragement and assistance 
of producers of natural products in the use of better 
methods in order to increase and improve pro- 
duction.! Later legislation sought to establish 
grades of quality, standard packages, and a system 
of accurate marking for a variety of natural 
products, including live stock, fruits, vegetables, 
fish, and dairy products. In more recent years 
there has been a demand that the state should seek 
to assure minimum prices to producers by organiz- 
ing and controlling the production and marketing 
of natural products, and both the Dominion and 
the provinces have attempted to do this by legis- 
lation. State interference of this character is quite 
foreign to the laissez faire theories which dominated 
in 1867 and which undoubtedly influenced the 
Fathers in their distribution of powers between the 
Dominion and the provinces. It is therefore not 
surprising that it should have encountered consti- 
tutional difficulties. 

Under the provisions of the British North 
America Act, which have already been quoted, the 
provinces had exclusive legislative power over 
“property and civil rights” and local matters 
within the province, and, therefore, alone could 
deal with many phases of marketing which were 
intra-provincial in their scope. The supply of milk 
to large cities is an example of this type of 
marketing regulation. The provinces, however, 
had no power to legislate concerning interprovincial 
and foreign trade, but in this trade the need for 
uniformity of standards and accuracy of grading 
may be even more essential than in local trade. 
Various attempts were made by the Dominion to 
establish standards and grades but with little 
success except for wheat. The prime difficulty 
encountered by both provincial and Dominion 
legislation arose from the fact that grading of many 
products to be effective must take place when the 


1See J. A. Corry, Growth of Government Activities Since 
Confederation. (Mimeographed.) 


individual producer first sells his produce, but that 
then it is often impossible to say whether the 
particular articles will remain in local trade or will 
pass into interprovincial or export trade. A similar 
constitutional difficulty was encountered in recent 
legislation designed to aid producers by enabling 
them to establish marketing boards financed by the 
imposition of licence fees. Dominion legislation of 
this type was held invalid because of its inter- 
ference with local trade.2 Provincial legislation of 
this type has been held to be valid? but it is 
applicable to commodities whose chief market is 
local and would probably be inapplicable to com- 
modities entering largely into interprovincial or 
foreign trade; it might even be possible that 
provincial legislation which was originally valid 
would become invalid if the commodity concerned 
ceased to be merely the subject of local trade and 
came to be widely sold in foreign markets. 


It is unnecessary to examine the lengthy series 
of legal decisions which have held invalid various 
attempts to enact marketing legislation. Dominion 
statutes have, in general, been held invalid because 
they interfered with local trade; provincial statutes 
have been invalidated because their provisions pur- 
ported to interfere with interprovincial and foreign 
trade. A number of devices have been employed 
in an attempt to circumvent these constitutional 
difficulties. Of these the most important was the 
device of enabling legislation. The Dominion would 
pass a statute in general terms and the provinces 
would pass enabling acts which provided that any 
provisions of the Dominion act which might be 
ultra vires were declared to have the force of law 
in the province.4 The validity of the device of 
enabling legislation has not been decided by the 
Supreme Court of Canada or the Privy Council, 
but it has been determined in three decisions of 
provincial appeal courts5 that the provincial 
enabling acts did not remedy the defects in the 
Dominion statute. The basis of these decisions 
appears to have been that the provincial legislatures 
cannot by a subsequent act give validity to a 
Dominion statute which was invalid when it was 
enacted, and that delegation of legislative power to 
Parliament was beyond the provincial power.§ 


2 Re Natural Products Marketing Act [1937], A.C. 377. 
8Re British Columbia Natural Products Marketing Act 
eae 4 D.L.R. 298. Aeieinaie v. Lower Mainland Dairy Products 
oard [1938], A.C. 708 
*See Ex. 252, Brict of Canadian Chamber of Agriculture, 
for Aerie of various enabling statutes. 
Rez v. Zaslavsky [1935], 3 D.L.R. 788; Rex vy. Thorsby 
aichise (1936], 1 D.L.R. 592; Reo v. Brodsky [1936] 1 D.L.R. 578. 


6 See Appendix 7—J. A. Corry, Difficulties of Divided Juris- 
diction. 


Doubts as to the constitutionality of enabling 
legislation have led to its virtual abandonment. 
In its place a new device which might be termed 
“conjoint legislation” has appeared. The pro- 
vincial legislation, dealing solely with transactions 
within the province, provides for the Lieutenant- 
Governor in Council setting up grades and standards 
and appointing inspectors to administer the act. 
In practice the grades and standards adopted con- 
form to those of the Dominion, and the inspectors 
appointed to administer the provincial statute are 
Dominion inspectors. Although there has been 
little or no experience of the working of “ conjoint 
legislation” a number of difficulties would seem 
likely to arise. It will not be easy to preserve 
uniformity, which is so desirable, where changes in 
the statute must be enacted both by Parliament 
and by each provincial legislature as well. There 
will also be danger of confusion in having the same 
set of officials responsible to two different authori- 
ties, and difficulties would seem to be inevitable 
where conflicting instructions are given to these 
officials. Possibilities of unnecessary duplication in 
administration and serious friction between the 
Dominion and the provinces would seem to be 
inherent in the device.7 


The present position of marketing legislation 
was, in our opinion, accurately summarized in one 
of the briefs presented to the Commission when 
it was said: “It would appear, therefore, that the 
position after almost 20 years of legislating and 
referring the constitutionality of various acts of 
Parliament and of the legislative assemblies to the 
Courts, finds us exactly where we began, namely, 
no one knows how to draft workable legislation 
dealing with the regulation of grading, packing, 
storing and marketing of agricultural products, 
which will come squarely within the respective 
jurisdictions of the Dominion and the Provinces 
without the exercise of almost incredible caution.”8 

There are a number of reasons why complete 
and exclusive jurisdiction over marketing legis- 
lation cannot appropriately be vested in either 
the Dominion or the provinces. Exclusive pro- 
vincial jurisdiction to regulate trade in all 
commodities including articles entering into inter- 
provincial and foreign trade would tend to destroy 
the uniformity necessary for foreign trade, and to 
create barriers to interprovincial trade that would 
be highly undesirable and contrary to the spirit, if 
not the letter, of section 121 of the British North 


Ay For detailed discussion of these difficulties see J. A. Corry, 
1d. 


8 Ex. 252, Brief of Canadian Chamber of Agriculture, p. 13. 
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America Act. Exclusive Dominion jurisdiction 
would involve the regulation of local sales of certain 
commodities, such as milk and vegetables, which 
it would be highly inconvenient for the Dominion 
to do. Moreover, it is possible that public opinion 
on economic and social policy in one province may 
be different from that which prevails in another 
province. The desire to have more comprehensive 
marketing legislation in one province should not be 
compelled to await the development of a similar 
desire in all provinces. With regard to the com- 
pulsory control of production there has been little 
practical experience, and it is far from easy to 
decide between the legitimate control of production 
for the purpose of ensuring a reasonable living to 
producers, and the prevention of combinations 
which tend to enhance prices to consumers. In 
such a matter a certain amount of regional experi- 
mentation is desirable. 


Submissions made in our public hearings were 
almost unanimous in protesting against the present 
jurisdiction over marketing legislation and in urging 
that some change was desirable, but they were not 
unanimous in suggesting the form that this change 
should take. But in general the submissions urged 
that the Dominion and the provinces should share 
the jurisdiction over marketing, either by creating 
a concurrent jurisdiction analogous to that over 
agriculture and immigration in section 95 of the 
British North America Act,9 or by creating a power 
for the Dominion and a province to delegate full 
authority one to the other to legislate concerning 
certain phases of marketing.1° 


We believe that either method would accomplish 
the desired result which is to provide for uniformity 
where the circumstances demand it, allow for local 
experimentation where it can be carried on without 
confusion and difficulty and, above all, to provide 
for certainty, and at the same time flexibility, of 
jurisdiction. We think it is desirable that the 
regulation of local marketing, such as the supply 
of milk for local consumption, should, in practice, 
be left to the provinces. But the marketing of 
commodities entering largely into interprovincial 
and foreign trade should be governed by Dominion 
legislation, which should be valid notwithstanding 
the fact that it may also regulate intra-provincial 
trade in these products. 


9H.g. Ev. (Director, Dominion Marketing Service), pp. 4813- 
14; Ex. 99, Brief of League for Social Reconstruction, PP. 25-26 
Ev. p. 2816; Ex. 172, Brief of B.C. pp. 353-54; Ex. 206, Brief of 
Provincial Council of Women, B.C.; Ex. 210, Brief of C.C.F. (B.C. 
Section); Ex. 140, Brief of N.S., pp. 26-32 and Ev. pp. 3900, 
4185-86; Ev. (Ont. Minister of Agriculture), p. 7876. 

10 Ex. 252, Brief of Canadian Chamber of Agriculture; Ex. 
140, Brief of NS., p. 24; Ex. 34, Brief of Sask., p. 3365. 
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The creation of concurrent jurisdiction over 
grading and marketing, analogous to that over 
agriculture and immigration in section 95 of the 
British North America Act, would provide a solution 
of most of the difficulties which have been encoun- 
tered in attempts to regulate the marketing of 
natural products. In practice the Dominion would 
probably legislate concerning only those phases of 
marketing which had importance for __ inter- 
provincial and foreign trade, and the provinces 
would regulate marketing in its local aspects. 
There are, however, certain difficulties which it 
would be necessary to guard against if such 
concurrent jurisdiction were created. The terms 
“grading” and “marketing” are not of such 
precise meaning that they could, without further 
definition, be inserted in a constitutional amend- 
ment, and, as they involve economic rather than 
legal concepts, it might be extremely difficult to 
give definitions which would avoid legal contro- 
versy. Moreover, the term “natural products” is 
vague and difficult of definition, and it might be 
found desirable in the future to legislate for 
manufactured and semi-manufactured products 
which would not fall within any definition of 
natural products.11 

We think that the happiest solution might be 
to provide specifically for concurrent jurisdiction 
(analogous to that in section 95 of the British 
North America Act) over the grading and market- 
ing of a list of defined products, and to provide 
for the provinces adding other products to the list 
from time to time. There appears to be no reason 
why some of the provinces should not add desig- 
nated products without waiting for the action of all 
provinces. The designation might be in perpetuity, 
or a province might be allowed to concede con- 
current jurisdiction over the grading and marketing 
of added products for a defined period. The exact 
procedure for designating added products should be 
defined, and we think that the provision need not be 
restricted to “natural products” but that manu- 
factured or semi-manufactured products might be 
similarly dealt with by the Dominion and proev- 
inces if it should seem desirable to do so.12 The 


11Thus in the “Natural Products Marketing Act”, Statutes 
of Canada (1934) 24-25 Geo. V. c. 57, “marketing” was defined to 
include “buying and_ selling, shipping for sale or storage and 
offering for sale.” In the same Act “natural products” were 
declared to include “animals, meats, eggs, wool, dairy products, 
grains, seeds, fruit and fruit products, vegetables and vegetable 
products, maple products, honey, tobacco, lumber, and such other 
natural products of agriculture and of the forest, sea, lake or 
river, and any article of food or drink wholly or partly manu- 
factured or derived from any such product that may be designated 
by the Governor in Council, in accordance with the provisions of 
this Act.” 

12Tt may be noted that for manufactured and semi-manu- 
factured products the principal] need is standardization rather than 
grading. but the procedure we suggest would be applicable for 
such a purpose. 


whole problem of regulation of marketing would, 
of course, be greatly simplified if our general 
recommendation, made elsewhere, providing for 
delegation of power by a province to the Dominion, 
or vice versa, were implemented.13 


2. ComMpANy INCORPORATION AND REGULATION 


A number of representations were made at our 
public hearings concerning companies and _ their 
regulation. The nature and allocation of corpora- 
tion taxes may be more conveniently discussed in 
connection with our financial proposals,!4 and 
certain of the special problems of insurance 
companies will be discussed separately.15 Other 
representations concerning company matters may 
be grouped under three headings, namely, problems 
of company incorporation, the regulation of the 
issue and sale of corporate securities, and the 
difficulties from lack of uniformity in legislation 
requiring company returns. 


Incorporation of Companies 


By section 92, subsection 11 of the British North 
America Act the provinces were given power to 
make laws in relation to the incorporation of 
companies with provincial objects. In section 91 
there is no specific Dominion power, but the 
incorporation of companies by the Dominion rests 
upon the residuary clause of section 91 which gives 
jurisdiction to the Dominion in relation to all 
matters not coming within the exclusive jurisdiction 
of the provinces. Under these respective powers 
the Dominion and all nine provinces have enacted 
Companies Acts which have undergone frequent 
amendment and have increased in length and 
complexity. Not only are there substantial differ- 
ences between the ten statutes, but the provisions 
for incorporation follow one or other of two widely 
divergent models. In British Columbia, Alberta, 
Saskatchewan and Nova Scotia, the Companies’ 
Acts follow the English method of incorporation by 
means of a memorandum of association; in the 
statutes of the Dominion and the other five prov- 
inces the incorporation is achieved by the issue of 
letters patent from the Crown. Although the 
powers of both types of company are similar, this 
fundamental difference in the method of incor- 
poration creates a substantial obstacle to the 
attainment of uniformity in the ten statutes. 

Uniformity could, of course, be achieved 
automatically if sole jurisdiction to incorporate 
companies were transferred to the Dominion. But, 


13 §ee p. 72. 
14 See Sect. B, Chap. ITI, 2. 


if this took place, it seems probable that the 
Dominion would be required to establish local 
administrative centres for the public convenience, 
and that the cost of these would be as great or 
greater than the present cost of the companies’ 
branches maintained by the provincial govern- 
ments.16 In the absence of such centres it seems 
likely that delay and inconvenience in the incor- 
poration of companies would be unavoidable. 
Moreover, there appears to be a proper field for 
provincial incorporation of companies. For certain 
enterprises whose operations do not extend beyond 
the boundaries of a single province the advantages 
of local incorporation are obvious; for certain other 
enterprises it may be convenient that companies 
having power to operate in the province of incor- 
poration should have capacity to receive additional 
powers from other jurisdictions. The present 
system of provincial incorporation of such com- 
panies in general is operating satisfactorily and with 
convenience to the public, and should not, in our 
opinion, be disturbed. It is noteworthy that the 
Dominion officials in the Department of the 
Secretary of State seek to discourage Dominion 
incorporation of companies whose sphere of opera- 
tion appears to be merely local, and we believe 
this to be a proper attitude.17 


Although we do not recommend that exclusive 
jurisdiction to incorporate companies should be 
vested in the Dominion, we believe that the 
advantages of substantial uniformity in the ten 
Companies Acts would be very great. These 
advantages were generally recognized by provincial 
governments and public organizations which made 
representations to us.18 We believe that the 
desirable uniformity in Companies Acts can be 
achieved by Dominion-provincial collaboration 
without any reallocation of legislative power, and 
we are informed that steps have already been taken 
in this direction. At the Dominion-Provincial 
Conference in 1935 a sub-committee on company 
matters, composed of representatives of the 
Dominion and all provinces, was appointed. This 
committee has met several times and a draft 
uniform Act has been prepared and circulated. We 
believe that this is the most practicable method of 
dealing with this matter and urge upon all parties 


16 See evidence of Dominion Under-Secretary of State, p. 3467, 
and Ex. 14, Memo. of Manitoba Companies’ Branch. 

17 Kv. p. 3443, ; 

18 Ey. (B.C.), pp. 5540-41; Ev. (N.B.), p. 9106; Ev. (N.S.), 
p. 4088; Ev. (Ont.), p. 7851; Ex, 394, Canadian Chamber of 
Commerce; Ex. 159, Halifax Board of Trade; Ex. 17, Winnipeg 
Board of Trade; Ex. 342, Montreal Board of Trade; Ex. 188, 
Associated Boards of Trade of British Columbia. 
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the desirability of achieving, as speedily as possible, 
substantial uniformity of company law in all juris- 
dictions. 


The Sale of Securities 


Although the provincial legislatures may not 
impair the corporate powers of a Dominion com- 
pany, they may compel such a company to comply 
with laws of general application. In this way 
they have obtained a large and effective measure 
of control over the sale of securities issued not only 
by provincial companies but also by Dominion 
companies. The Dominion Under-Secretary of 
State gave as his opinion that there is great 
advantage in having statutes designed to prevent 
frauds in the sale of corporate securities admin- 
istered by people who have local knowledge rather 
than by a central board, and with this opinion we 
fully agree. But the same official stated that “a 
great deal might be done to lessen the inconvenience 
and expense to companies in respect of licensing 
and the preparation and filing of returns.”19 It 
seems to us that there is a useless duplication of 
labour and expense in having substantially the same 
information supplied in different forms to the 
various jurisdictions in which a company desires 
to sell securities. Either agreement should be 
reached by the provinces and the Dominion that 
the investigation and licensing of one jurisdiction 
should be accepted by all, or else they should agree 
that identical applications for permission to issue 
and sell securities should be accepted by all juris- 
dictions. In this matter also steps have been taken 
in the direction of achieving uniformity through 
the work of the Dominion-Provincial Committee 
to which we have already referred, and we urge 
that this work should be pushed forward rapidly 
to a successful conclusion. An important advance 
in Dominion-provincial co-operation was taken 
when the provinces requested the Dominion to 
establish a clearing house for information as to 
company promotions and stock salesmen, and we 
understand that this request is about to be imple- 
mented by the Dominion. 


Uniformity in Company Returns 


Complaint from business organizations was made 
to us at our hearings in all parts of Canada, 
concerning the unnecessary complexity and lack of 
uniformity of returns required from corporations 
doing business in several provinces of Canada. It 
was said that governmental costs were increased by 


19 Ky. p. 3449. 
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the duplication of the work of examining and 
checking these returns, and that the cost of 
compliance by the companies with a number of 
differing statutes, all demanding substantially the 
same information, was large and quite unnecessary. 
Complaint was also made of the annoyance of 
investigations and audits by officials representing 
several jurisdictions.29 If the recommendations 
which we make elsewhere2?1 as to the jurisdiction 
to impose and collect corporation taxes are imple- 
mented the duplication of corporation tax returns 
should be largely eliminated. But, in any event, it 
is only elementary common sense that this type of 
unnecessary duplication and waste should be 
eliminated as far as possible. The ideal arrange- 
ment, from the point of view of business, would 
be a common form of return on which all informa- 
tion requested by any government concerned could 
be tabulated. The purposes for which information 
is needed are likely, however, to differ as between 
different governments, even if those governments 
are not taxing authorities. We recognize, therefore, 
that there are great difficulties involved in devising a 
common form for all corporation returns which 
would not be entirely eliminated even if corporation 
taxes were paid to a single jurisdiction. But the 
information requested by various governments for 
the same purpose (e.g. licensing) is likely to be 
similar, and in such matters a common form of 
return would appear to be both practicable and 
desirable. It should also be possible to eliminate 
much of the duplication in inspection and audit of 
company affairs by reciprocal agreements between 
governments to accept each other’s audits wherever 
possible. Every effort should be made by all gov- 
ernments to reduce and to keep at a minimum the 
nuisance to business of compliance with govern- 
mental demands for returns of information. 


3. FISHERIES 


The respective jurisdictions of the Dominion and 
the provinces over fisheries have been the subject 
of a number of complicated and elaborate legal 
decisions. We do not propose to enter upon a 
detailed discussion of those decisions but, for the 
purposes of the present chapter, the legal situation 
may be summarized in the words of the Dominion 
Deputy Minister of Fisheries:— 


“. . The exclusive power to regulate fisheries, no 
matter where these fisheries may lie, is a federal 


20 H.g. Ex. 88, Brief of Canadian Manufacturers’ Association; 
Ex. 95, Brief of Dominion Mortgage and Investments Association. 
For discussion of cost of tax compliance arising from preparation 
of governmental returns, see Sect. B, Chap. III, 2. 

21 Tbid. 


function. The administrative jurisdiction of all tidal 
fisheries and, under the decisions, in Quebec of all 
fisheries in waters that are navigable from the sea, is 
a federal function. 


In the non-tidal waters, broadly speaking, and in 
Quebec in those waters that are not navigable from 
the sea, ownership in the fisheries is vested in the 
riparian owners, and in most of the provinces it means 
that the ownership of practically all the fisheries is 
therefore vested in the province. So that at the 
present time the administration of the fisheries in 
the different provinces that have non-tidal waters is 
carried on by the departments of the provincial 
governments concerned. 


The Federal Government is regulating the fisheries 
in these provinces, and it administers as well as 
regulates the fisheries in all tidal waters with the 
exception of those in Quebec and, again, with the 
exception of those about the Magdalen Islands, where 
since 1921 there has been an agreement whereby the 
province carries on the administration in the tidal 
waters there with the exception of those about 
Quebec. .. .”’22 


From this division of jurisdiction over fisheries 
a number of administrative difficulties have arisen. 
For fisheries in tidal waters the Dominion both 
makes and administers regulations subject, how- 
ever, to a special arrangement in Quebec which 
ignores the constitutional division and provides for 
provincial administration. Although the Dominion 
administration of fisheries in tidal waters may not 
be completely satisfactory to the provinces con- 
cerned, it was not suggested to us that this function 
should be transferred from the Dominion to the 
provinces. But it was suggested that the Dominion 
should decentralize its administration by appoint- 
ing resident directors of fisheries2? and that there 
might be more co-operation between the Dominion 
and provincial departments.24 

For fisheries in non-tidal waters the Dominion 
is responsible for making all regulations, but their 
actual administration falls within the powers of the 
provinces. While the evidence suggests that no 
actual overlapping occurs,25 it was said that this 
division of jurisdiction was highly unsatisfactory. 
The principal objection was based mainly upon the 
difficulties of remote control.26 In the case of 
provinces which administer non-tidal fisheries the 
practice is for the provincial department concerned 
to decide on appropriate regulations and recom- 


22 By. PD 3506-07. See also Appendix 7—J. A. Corry, Diff- 
culties of Divided Jurisdiction. 

28 Mx. 140, Brief of N.S., p. 139, Ev. pp. 4080-81; Ex. 161, 
Brief of P.E.I., p. 42, Ev. pp. 4506-07. 

24 By, (B.C.), p. 5441; Ex. 190, Memo. B.C. Dept. of Fisheries. 

25x. 120, Memo. Dominion Dept. of Fisheries; Ex. 1990, 
Memo. B.C. Dept. of Fisheries. 


Be He Ex. 15, Memo. Man. Dept. of Natura] Resources; Ev. pp. 


mend them to the Dominion Department which 
then passes them on to the Governor General in 
Council for approval.27 At best this cumbersome 
system may give rise to annoying delays. In 
provinces with no tidal fisheries there would seem 
to be no reason why fisheries regulations could not 
be handled by the provinces with more efficiency 
and less Dominion-provincial friction than at 
present. But in provinces with both tidal and 
non-tidal fisheries certain types of fish resort to 
non-tidal waters for reproduction, and regulation 
by the federal authorities in non-tidal waters may 
_ be essential to their regulation of fisheries in tidal 
waters. 

In our opinion the regulation of fisheries in 
Canada comprises not one, but several problems. 
The problems of the Maritime fisheries are different 
from those of the Prairie Provinces, and different 
again from those of British Columbia. It is 
probably impossible to draw a clear-cut line of 
demarcation between federal and provincial respon- 
sibilities which will be suitable for all provinces. 


Two solutions of this difficulty suggest them- 
selves. A power of concurrent jurisdiction over 
fisheries (analogous to that over agriculture and 
immigration in section 95 of the British North 
America Act) might be created.28 This would 
permit the Dominion to pass regulations in connec- 
tion with matters of national or international 
importance, and leave to the provinces regulation 
of fisheries in their local aspects. There is, how- 
ever, a possible disadvantage in such a method in 
that it might create resentment if the Dominion, 
whose power to regulate would be necessarily 
paramount, entered into a field already occupied, 
possibly at some expense, by the province. Another 
method of dealing with the difficulty would be to 
give the Dominion power to delegate its right of 
regulation to any province which desired to take 
over this function. Proper conditions could be 
attached at the time of such delegation to safe- 
guard legitimate Dominion interests, and the dele- 
gation might be limited to certain types or aspects 
of fisheries. We recommend elsewhere2? that there 
should be a general power conferred on the 
Dominion and the province to delegate legislative 
powers one to the other. If this suggestion were 
implemented it would, of course, be applicable to 


27 Ey. (Dominion Deputy Minister of Fisheries), p. 3507. 
28Tt is interesting that in the Quebec Resolutions (Nos. 29 
and 38) it was proposed that jurisdiction over sea-coast and 
inland fisheries should be conferred on both the general Parlia- 
ment and the local governments. For suggestions as to concurrent 
ower of regulation of natural resources see Ex. 387, Brief of 
ederation of Ontario Naturalists. 


29 See p. 72. 
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the Dominion power to regulate fisheries, but in 
any event a specific power might be created to 
enable the Dominion to delegate jurisdiction to 
make fisheries regulations to such provinces as 
could perform this function more conveniently. 


We think that either suggestion—concurrent 
power or power of delegation—would eliminate the 
difficulties experienced in the exercise of the existing 
jurisdiction over fisheries. If neither is adopted we 
think that substantial improvement might result if 
the Dominion decentralized its administration so 
that resident officials in the provinces could make 
changes in regulations, subject to the power of veto 
in the Minister at Ottawa. 


4. INSURANCE 


The business of insurance in Canada in 1867 
was on a comparatively small scale and such 
regulation as was attempted was of a very simple 
nature. It is not, therefore, remarkable that no 
specific mention of the subject of insurance appears 
in the British North America Act.3® But in the 
last seventy years the business of insurance has 
grown enormously and governmental regulation 
has grown with it in extent and variety. This 
regulation has been of three types, namely, 
imposition of conditions on incorporation, regula- 
tion of the terms and incidents of insurance 
contracts, and supervision designed to secure the 
solvency of insurers. 


As there was no specific provision in the British 
North America Act legislative authority for such 
regulation had to be sought in the general powers 
appearing in sections 91 and 92. Legislation on 
insurance by the Dominion and the provinces 
began almost contemporaneously, and an early 
conflict over jurisdiction developed and was inten- 
sified as the business grew in importance. In 1868 
the earliest post-Confederation Dominion statute?1 
provided that all insurance companies, except 
provincial companies doing business in only one 
province, should secure a licence from the Minister 
of Finance, make deposits and file annual state- 
ments. In 1875 the Dominion established the office 
of Superintendent of Insurance to examine the 
annual statements and investigate the financial 
position of insurers.32 


801It was apparently discussed at the Quebec Conference and 
reference to it in the Resolutions was dropped, see Pope, Con- 
federation Documents, pp. 30, 88. 

81 Statutes of Canada (1868), 31 Vict. c. 48. For survey of 
legislation on insurance, see J. A. Corry, Growth of Government 
Activities Since Confederation. (Mimeographed.) 

82 Statutes of Canada (1875), 38 Vict. c. 20. 
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The Dominion has never attempted to regulate 
provincially-incorporated companies doing business 
only within the province, and it was with such 
companies that the earliest provincial legislation 
was concerned. In 1876 the Ontario Legislature 
provided that all companies without a Dominion 
licence should secure one from the Provincial 
Treasurer, make deposits, file annual reports and 
submit to inspection.33 In the same year an 
Ontario statute required all fire insurance companies 
doing business in the Province to insert in their 
policies certain prescribed terms and conditions,34 
and in later years similar legislation was enacted 
by other provinces and concerning other types of 
insurance. By 1879 Ontario had an inspector of 
insurance, and by 191435 a provincial insurance 
department, headed by a superintendent, had been 
established and regulatory machinery very similar 
to that of the Dominion had been set up. 


Dominion legislation was directed at the 
beginning chiefly to the questions of solvency and 
financial responsibility of the companies to which 
it applied. Provincial legislation dealt with the 
solvency of local provincial companies and with 
the requirement of fair and equitable terms in 
insurance contracts. But in providing for the 
requirements for a Dominion licence it was easy 
to include conditions as to the manner in which 
the licensee should do business, and in the 
provincial attempt to regulate the business methods 
of insurers a local licence could be used effectively. 
In the absence of a clear definition of jurisdiction 
disputes arose and produced a lengthy series of legal 
cases. 


The provincial power to legislate respecting 
conditions of insurance contracts was established in 
an early case,36 and the Dominion has not since 
attempted to prescribe such conditions directly. 
But it attempted to deal with certain phases of 
insurance contracts and to require insurers to obtain 
a Dominion licence.37 It was held by the Privy 
Council that such legislation was invalid and could 
not be supported under the Dominion’s powers to 
legislate for the peace, order and good government 
of Canada, or for the regulation of trade and 
commerce.?8 Following this decision the Dominion 
passed new statutes permitting the issue of licences 


38 Statutes of Ontario, 1876, c. 23. 
84 Thid., ec. 24. 
85 Revised Statutes of Ontario, 1914, c. 183. 
a BELA hae: Insurance Co. of Canada vy. Parsons (1881), 7 App. 
as. 96, 
87 Statutes of Canada (1910), 9-10 Ed. VII, ec. 32. 


88 Attorney-General of Canada v. Attorney-General of Alberta 
[1916], 1 A.C. 588. 


to insurers and requiring the inclusion of certain 
provisions in insurance contracts as a condition 
of obtaining a licence. By amendments to the 
Criminal Code it was made an offence to carry on 
the business of insurance without a licence.39 This 
attempt to support legislation under Dominion 
jurisdiction over criminal law, aliens, and immi- 
gration was also unsuccessful.49 Another attempt 
to require insurers to take out a Dominion licence 
was made by imposing an additional tax on 
unlicensed insurers. This attempt to regulate insur- 
ance by the use of the taxing power was also held 
to be invalid in 1932.41 Following this last decision 
of the Privy Council new legislation was passed 
by the Dominion Parliament, based evidently on 
its power over bankruptcy and insolvency.42 The 
validity of this most recent legislation has not yet 
been challenged in the courts, and the uncertainty 
as to the Dominion’s legislative power still persists. 

This survey of legislation, and of litigation 
arising therefrom, indicates that there has been 
little doubt about jurisdiction over certain portions 
of the field of insurance. Thus, for example, there 
has never been any serious question of the power 
of the provincial legislature to regulate the terms 
of the contract or to licence insurance agents and 
brokers. But over some portions of the field there 
is still grave uncertainty. This uncertainty has 
led to administrative difficulties and has encouraged 
attempts to expand jurisdiction which would prob- 
ably not have been made had jurisdiction been 
clearly defined. 

Apart altogether from the decisions of the 
courts, there appears to be no inherent reason for 
a single unified administration over all phases of 
the insurance business, and no reason why the 
division of regulative power over insurance should 
lead to administrative inefficiency, provided the 
jurisdiction is clearly defined and provided different 
authorities do not attempt to duplicate each other’s 
functions. It would seem possible not only to 
divide the field of insurance regulation according 
to function, but according to the type of company 
as well. 

We are of the opinion that the jurisdiction to 
regulate the incidents and conditions of insurance 
contracts should remain with the provincial legis- 
lature, which has hitherto performed this function 
satisfactorily. We are strengthened in this conclu- 
sion by the consideration that in Quebec the rights 


89 Statutes of Canada (1917), 7-8 Geo. V, c. 26 and ec. 29. 


40 Attorney-General of Ontario vy. Reciprocal Insurers et al. 
[1924], A.C. 328. 


41 In re Insurance Act of Canada [1932], A.C. 41. 
42 Statutes of Canada (1932), 22-23 Geo. V, c. 46 and ec. 47. 


which are the subject matter of insurance contracts 
are defined by the Civil Code, and, in our opinion, 


it would be inappropriate to separate legislative 


power over civil rights and over insurance contracts. 
We were impressed also by the argument addressed 
to us by provincial Superintendents of Insur- 
ance*’ that the annual conference of the “ Associa- 
tion of Superintendents of Insurance of the Prov- 
inces of Canada” affords a useful forum for the 
discussion of the form of insurance contracts and 
prevents hasty or unwise changes in the law. 
Through the efforts of this Association uniformity 
of law has been achieved in the common law 
provinces, and we feel that this provincial juris- 
diction should not be disturbed. 


The provincial legislatures already provide for 
licences of many kinds, and provincial officials are 
accustomed to the administrative details of licensing 
regulation. The licensing of insurance agents, 
brokers and adjusters, is a matter in which detailed 
administration and particular local knowledge are 
necessary, and we are of the opinion that the 
provincial jurisdiction in this regard is satisfactory 
and should continue. 

It was represented to us that there are in certain 
provinces, especially Ontario and Quebec, a large 
number of provincially-incorporated companies, 
usually of a mutual type.44 These companies, 
dealing mainly in fire and weather insurance, 
provide protection at low cost, and because of the 
local nature of their business can be supervised 
most economically and efficiently by the provincial 
departments of insurance. We recommend, there- 
fore, that all provincially-incorporated insurance 
companies doing business only in the province of 
their incorporation should be subject for all pur- 
poses to the exclusive legislative jurisdiction of the 
province concerned. We think, however, that the 
Dominion Department of Insurance should have 
power to undertake the supervision of provincially- 
incorporated companies when requested to do so by 
the province. Such a system has been used in 
Nova Scotia with, we believe, great success.45 


In regard to companies doing business in more 
than one province, duplication and overlapping 
exist in the matter of licences to do business, annual 
returns, and statistical reports. The memorandum 
of the Ontario Superintendent of Insurance*é 


48 Ex. 321, Memo. Ont, Supt. of uneHTanes, p. 18; Ex. 79, 
Memo. Sask. Supt. of Insurance pp. 15-18 

44 Ex, 321, Memo. Ont. Supt. of leenvance p. 14; Ex. 290, 
Sree of Mutual Fire Underwriters’ Association of Ontario, Ev. 
p. 

45 Ex. 118, Memo. Dominion Supt. of Insurance, p. 7. 

46 Ex. 321, pp. 2-4. 
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discloses that the functions in Ontario of the 
Dominion and provincial insurance departments 
are In many respects identical so far as they relate 
to licensing of insurers, administration of deposits, 
examination for solvency, filing of annual and 
statistical returns, annual reports and related 
matters. There is, therefore, duplication, or 
possible duplication, of governmental activity, and 
also a field within which friction between the two 
departments may arise. Insurance companies are 
forced to undertake an expensive and_ useless 
duplication of effort which presumably results in 
increased insurance costs to policyholders. It is 
true that in most, if not all provinces, Dominion 
licensees are entitled to provincial licences on 
compliance with merely formal requirements, and 
when a deposit is made with the Dominion, the 
provinces do not demand a deposit. Nevertheless, 
uncertainty is created by the mere existence of the 
power to impose additional requirements for licence 
and deposit, and duplication exists in the compila- 
tion of annual and statistical returns to the 
Dominion and provincial departments which often 
require calculations on different bases.47 

Is it not obvious that where an insurer is doing 
business in more than one province, there should, 
in the interests of efficiency and economy, be only 
one supervision of that insurer concerning matters 
of solvency? In view of the difficulty of otherwise 
determining jurisdiction, and in view of the 
Dominion’s experience in such matters which has 
been built up over many years, we recommend that 
the Dominion Superintendent of Insurance should 
be charged exclusively with the duty of examining 
as to solvency all insurance companies, other than 
provincially-incorporated companies doing business 
only in the province of incorporation. Subject to 
the same exception, the Dominion should have 
exclusive power to license all insurance companies, 
provide for such deposits as may be necessary, 
inspect for solvency, and require annual and 
statistical returns. It should be open to the prov- 
inces to inspect and obtain copies of such returns, 
and in fixing the form of statistical returns the 
wishes of the provinces for information should be 
ascertained and respected. But an insurance com- 
pany licensed by the Dominion should be entitled 
to commence business in any province of Canada 
without question, and should be able to continue 
business subject only to the financial supervision 
of the Dominion Department of Insurance. In 
recommending a single jurisdiction for the financial 


47 Bx, 94, Brief All-Canada Insurance Federation, p. 5; Ex. 
321, Memo. Ont. Supt. of Insurance, p. 8. 
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supervision of insurance companies (except pro- 
vincially-incorporated companies doing business 
only in the province of incorporation) we aim to 
avoid not only unnecessary costs to the insurance 
companies and the public, which we have already 
mentioned, but also the increased governmental 
costs arising from duplication of governmental 
machinery by the Dominion and the provinces for 
the inspection and supervision of insurance 
companies. 


SUMMARY OF CONCLUSIONS 


Our recommendations thus involve a clear-cut 
division of functions throughout the whole field of 
insurance law. The provincial legislatures should 
have exclusive jurisdiction to prescribe the statutory 
conditions and incidents of insurance contracts, and 
exclusive jurisdiction to license insurance agents, 
brokers and adjusters. They should also have power 
to supervise the financial affairs of all insurance 
companies incorporated and operating solely within 
the province of incorporation; but a province should 
be enabled to delegate this function to the Dom- 
minion if it so desires. The Dominion should have 
the exclusive jurisdiction and responsibility for 
licensing all other companies, requiring deposits 
from them, prescribing annual and _ statistical 
insurance returns, conducting financial inspections 
and supervision, and publishing annual reports 
concerning such companies. This division of juris- 
diction should be expressed with the greatest 
possible definiteness and clarity since vagueness in 
definition of powers would permit attempts by both 
the Dominion and the provinces to extend juris- 
diction to ancillary matters, and would thus tend 
to continue the long series of constitutional battles 
over insurance jurisdiction which should be brought 
to an end. 

In the event that these recommendations are not 
carried out we think it essential that the respective 
jurisdictions now exercised by the Dominion and 
the provinces should be defined beyond question. 
The evident desire of the larger insurance com- 
panies to have Dominion supervision,48 and the 
obvious advantages of Dominion supervision to 
certain of such companies in their foreign business, 
suggest the advisability of establishing the present 
exercise of function on a sound constitutional basis. 
Duplication and possible inefficiency of adminis- 
trative control, resulting from uncertainty over 
the constitutional position, should not be allowed 
to continue. 


48 Ex. 94, Brief All-Canada Insurance Federation, p. 12; Ex. 
92, Brief Canadian Life Insurance Officers’ Ass’n, p. 16. 


5. PREVENTION OF INTERFERENCE WITH 
INTERPROVINCIAL TRADE 


One aspect of the regulation of trade and 
commerce which gives rise to more or less serious 
difficulty in every federal system is that of safe- 
guarding the freedom of interstate or interprovincial 
trade which national unity requires. The member 
states of a federation at the outset are likely to 
be states which have imposed tariff barriers and, 
perhaps, other obstacles as well, to their trade with 
one another. These states or provinces after 
federation are apt to reach a stage of development 
at which there is bound to be political pressure in 
favour of some form of local protectionism. The 
desire to maintain and to augment the provincial 
revenue, to develop new industries, to ensure 
employment during a period of depression, to 
protect wage levels and working conditions against 
“unfair competition” or “social dumping”, may 
all, at one time or another, contribute to this 
demand for local protectionism, which may appear 
even in municipal politics. 


A federation usually starts off with good inten- 
tions and the most obvious forms of undersirable 
discrimination are usually prohibited. Thus, in 
Canada, the Federal Parliament alone was author- 
ized to impose customs and excise taxes and indirect 
taxation generally; the Federal Parliament was 
given “exclusive” power to legislate concerning 
trade and commerce; the Federal Government 
was equipped with power to disallow provincial 
legislation; and the provinces were required to 
admit each other’s produce freely.49 While these 
provisions of the constitution discountenanced 
barriers to interprovincial trade they did not 
preclude them altogether and, under the stress of 
political pressure, various expedients have recently 
been devised which, in one way or another, afford 
some degree of provincial protectionism. Various 
briefs presented to the Commission contained 
protests against one or another form of this 
regional protectionism.59 Research studies under- 
taken on behalf of the Commission show the 
magnitude and complexity of the problem. All 


49 ‘All Articles of the Growth, Produce, or Manufacture of 
any one of the Provinces shall, from and after the Union, be 
aot free into each of the other Provinces.” Section 121, 

.N.A. Act. 


50 Bx. 17, Winnipeg Board of Trade commented on the tendency 
“more noticeable than ever, to restrict freedom of interprovincial 
trade by devices which have the same ultimate effect as imposition 
of tariffs upon business between provinces.” Also Ex. 159, Halifax 
Board of Trade; Ex. 268, Toronto Board of Trade; Ex. 33, Native 
Sons of Canada; Ex. 394, Canadian Chamber of Commerce. The 
Canadian Chamber of Commerce protested against laws and regu- 
lations maya the conduct of usiness and the “free movement 


of trade from Vancouver to Halifax’. 


forms of local protectionism are not necessarily 
objectionable; but it is not possible to segregate 
completely the good from the bad. While we have 
no panacea to offer it seems desirable to review 
the situation briefly and to indicate various remedial 
possibilities. 


Examples of Provincial Protectionism 

An exhaustive examination is not here attempted 
but some examples may be noted to indicate the 
nature of the methods, legislative and administra- 
tive, by which provincial protectionism is being 
advanced.51 Certain taxes which in 1867 would 
have been considered essentially indirect at least 
by economists, and within the exclusive power of 
the Dominion, can now be so framed as to be 
deemed direct by the courts and, therefore, within 
the jurisdiction of the province. They can then be 
applied in such a way as to weigh more heavily on 
“outside” products than on local products.5?. It 
was fear of an extension of this type of taxation 
which inspired much of the successful resistance to 
the proposal to amend the British North America 
Act so as to enable the provinces to impose certain 
taxes on retail sales,5? and to remove doubts as to 
the constitutionality of legislation which has already 
been enacted. Further, the regulation of retail 
selling and the control of prices by the provinces 
may be applied in a discriminatory manner, and 
might also lead to “ interprovincial dumping” (e.g. 
if price cutting is prohibited in one province, a 
dealer’s stock might be exported to another province 
for sale there at sacrifice prices).°* Inspection and 
grading laws can be applied so as to hamper inter- 
provincial trade. So also can licensing provisions. 
Provincial governments, as liquor vendors, can give 
substantial preferences to local products either by 
the prices which they charge to the public, or by 
their purchasing policies, or in both these ways.55 


51 For an extensive study into these measures see Appendix 8 
—L. M. Gouin and Brooke Claxton, Legislative Expedients and 
Devices Adopted by the Dominion and the Provinces. 


52 Thus the taxation of fuel-oil in B.C. (Revised Statutes of 
British Columbia, 1936, c. 278) is protective of coal which is a 
chief product of the Province. 


53 See Debates, House of Commons, May 14, 1936 at p. 2806 
(Cahan) ; Debates of the Senate, May 19, 1936 at p. 317 (Meighen) ; 
June 10, 1936, at p. 464 (Meighen). 


54Of., Closing-out Sales Act, (Statutes of British Columbia, 
1937, . 7.) By this legislation a licence is required for a closing- 
out sale. 


55 Manitoba has by the Government’s Liquor Control Act fixed 
the price of beer sold but not brewed in the Province above that 
of beer locally brewed under authority conferred by an act of 
the Legislature. 
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Provincial legislation which aims at fixing local 
\prices has possibilities of serious interference with 
interprovincial trade.56 The less objectionable but 
still questionable methods by which provinces 
(and sometimes municipalities which the province 
creates) may “encourage” local industries by 
bounties or by exemptions from particular forms of 
taxation should also be noted.57 Finally, propa- 
ganda in favour of buying provincial products is a 
form of provincial protectionism.58 


The case for and against Provincial Protection 


The growing demand for provincial protectionism 
must not be wnder-rated. This demand found 
expression in submissions made to the Commission. 
The Government of New Brunswick suggested the 
possibility of regional tariffs being applied for the 
purpose of protecting local interests. This sugges- 
tion was two-sided. It envisaged the possibility of 
tariffs of this character imposed by the Dominion 
to encourage certain industries or certain business 
conditions in a particular area; and as well the 
practicability of the imposition by New Brunswick 
of tariffs against the rest of Canada or against 
individual provinces, though the counsel of the 
province agreed that “it was doubtful whether this 
could be done.”’59 Suggestions somewhat similar 


56 By the Commodities Retail Sales Act, 1937, c. 9, B.C. 
provides that commodities shall not be sold by retail in the Prov- 
ince at a price less than the cost of manufacture and sale. 


57 #.g. Bounties on iron and steel in N.S., B.C., Que., and Ont., 
and fixed assessments granted by municipalities to certain in- 
dustries. 


581It is not merely in matters of trade and commerce that 
one government may be accused of violating the spirit of the 
constitution to the prejudice of other governments while observing 
its letter. Elsewhere the abuses which have arisen from the 
imposition of provincial inheritance taxes in respect of both the 
domicile of the decedent and the situs of his property have been 
discussed. In the course of the Commission’s hearings the 
Dominion Government was not infrequently reproached in provin- 
cial submissions and in evidence given by representatives of the 
provinces with having imposed a substantial tax on incomes with- 
out due consideration for the needs of the provinces and with 
having unduly enlarged its field of direct taxation. As for instance 
Mr. Pattullo, Premier of B.C. (Ev. p. 5263): “Every question 
which is asked here really gets back to the basic principle of the 
Dominion Government being an ogre—I am not saying that 
offensively—coming into our pantry where we have a full larder, 
everything in wonderful shape, then the government comes in and 
entirely pushes us out of our own pantry; that is the difficulty.” 
See also Ex. 180, Brief of Argument of B.C., p. 4; Ex. 297, Brief 
of Ont., Pt. II, p. 20; Evidence of Hon. Mr. Conant, Attorney- 
General of Ont., pp. 7967-69. 


59 W. P. Jones, Ev. pp. 8739ff: “I had in mind the great 
advantage that would accrue to this province if it had been 
enabled to set up a tariff against the provinces of Ontario and 
Quebec.” And “We could make agreements with the United States, 
we could make an agreement with Great Britain which would 
surely give us a better market than the markets of Ontario and 
Quebec.” 
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in import were also submitted to the Commission 
by the Saint John Board of Trade6® and by the 
British Columbia Chamber of Agriculture.61 

It is beyond dispute that, as was emphasized in 
briefs submitted to us, already noted, local 
protectionism does tend to hamper national 
economic life and thus to reduce the income of 
the people of Canada upon which the prosperity 
of the whole Dominion rests. It is probable that 
there is no single province so situated as to gain 
on balance by the existence of local protectionism 
in Canada. In each case the desired objective is 
sought with such immediacy that the longer view, 
taking account of secondary results and ultimate 
consequences, is excluded from consideration. It is 
obvious that if one province can invoke these 
expedients to serve or protect a local interest, other 
provinces can do likewise; and that if a protective 
provincial tariff can be imposed for the advantage 
of a particular interest, other interests in the same 
province will exact the same advantage by the 
employment of political pressure. With the expan- 
sion of these experiments in provincial self- 
sufficiency, it would be speedily found that the local 
market obtained at such a cost would be a poor 
substitute for the lost freedom of trade throughout 
the Dominion. The damage done by local 
protectionism takes many forms: among them, 
the artificial location of industries within the 
national economy; the wastes of uneconomic 
competition; the financial burdens involved in 
supporting uneconomic industries; the uncertainty 


60 This submission (Ex. 369) outlined a scheme for imposin 
equalizing taxation upon manufactured goods or agricultura 
produce Reocehe into the Province from outside and offered for 
sale at a price lower than those asked in the local markets. All 
shipments into the Province, it was suggested, should be accom- 
anied by an invoice showing the price, attested by oath. This 
invoice would accompany the bill of lading and where it crosses 
the border, the customs authority would take it and clear the 
package. An enlargement of the customs staff to supply the 
necessary personnel was assumed. 


61Tn an argument supporting its brief (Ex. 204) the Chamber 
proposed that the powers of the Dominion with respect to trade 
and commerce should be transferred to the provinces so far as 
they apply to the marketing of agricultural products. It was 
suggested that the province might be given exclusive powers with 
respect to trade and commerce in any agricultural product 
produced within the province, irrespective of “whether the trade 
or commerce so carried on with respect to such agricultural 
product has its beginning and end wholly within the province or 
not.” The following interchange of views took place between the 
first Chairman of the Commission, Hon. N. W. Rowell, and Mr. 
W. E. Haskins who represented the B.C. Chamber of Agriculture 
(Ev. p. 5602): “The Chairman: The logic of your position is this: 
That each province could prohibit goods going out and coming in 
from the other province. You destroy the very basis of inter- 
provincial trade and commerce in Canada. 


Mr. Haskins: With the over-riding power of the Dominion, 
where the matter was one of general concern, to deal with the 
matter. 

The Chairman: Which the over-riding power of the Dominion 
to-day prevents. It is not intended we should have nine water- 
tight compartments. This is one country—Canada, and _ these 
provincial boundaries are matters historica] or for convenience of 
administration. As far as trade and commerce is concerned, it is 
intended to flow freely throughout Canada.” 


to business everywhere if markets in other prov- 
inces are in danger of being shut off by protec- 
tionist devices; the emphasis laid on rivalry and 
jealousy between the provinces. The short-turn 
gains that appear in the guise of increasing employ- 
ment within the province (by diminishing employ- 
ment in other provinces), or of increasing the 
revenue resources of the province (by decreasing 
those of other provinces), or of building up a 
self-contained community within provincial bound- 
aries, will lose much of their importance if our main 
recommendations regarding unemployment relief 
and adjustment grants are implemented. 


Interprovincial discrimination in Canada appears 
to be considerably less dangerous than interstate 
discrimination in the United States.62 But it has 
already become serious, and American experience 
shows that it may become much worse. It is, there- 
fore, a matter of which any thorough examination of 
Dominion-provincial relations must take account. 
For these reasons it is important to consider the 
practicability of remedial action. The strength 
and weakness of a number of alternative methods 
will be briefly reviewed. 


The heart of the problem lies in the fact that 
the simplest requirements of provincial autonomy 
in legislation for the control of everyday life, and 
in matters of taxation, involve the use of powers 
which are capable of abuse, in the sense that they 
may be used to establish some sort of provincial 
protection. No doubt our proposals that corporation 
taxes should be levied by the Dominion alone 


62 The wider powers of taxation possessed by the States has 
enabled them to apply measures of state protection which are 
exciting widespread apprehension in the United States. See for 
instance “Shove Thy Neighbor” by J. T. Flynn. Colliers, April 30, 
1938, and “Death by Tariff” by R. L. Buell, Fortune, August, 1938. 


In March. 1939 the U.S. Dept. of Agriculture published a 
report embodying the findings of an inquiry which the Bureau of 
Agricultural Economics had been conducting for two years into 
the growth of barriers erected by state legislatures against inter- 
state trade. In a comment on the report, Henry Wallace, 
Secretary for Agriculture. said that “to-day we cannot say that 
we have free trade between the states.” The New York Herald- 
Tribune of March 7, 1939, reviewing this report, said: “Our 
internal tariffs. controls and quota systems are not called by those 
names, but the effect is frequently quite the same as if they were. 
A dozen states Jay excise taxes on all margarine except that 
manufactured from certain domestic ingredients—which amounts 
to a tariff on the foreign margarine. A number of states adjust 
their liquor licence requirements in such a way as to tax dealers 
in out-state beer or wine more heavily than dispensers of the 
domestic product; Michigan for a time had a frank tariff of 25 
cents a barrel on out-state beer, and similar legislation has been 
proposed elsewhere. Various states and cities. including New 
York, apply their milk-inspection laws in such a way as to 
discriminate in favor of the neighboring farmer and against 
the ‘alien’ producers of Wisconsin, Vermont or similar foreign 
parts. Grading and labelling laws can be discriminatory as well 
as helpful to the consumer; plant quarantines may serve the 
interests of domestic producers as well as those of defence against 
infection. Automotive licence laws frequently penalize the inter- 
state truckers by comparison with the domestic competitor. some- 
times to the grave detriment of domestic shippers. And a 
system of regular ports of entry, at which trucks must check into 
and out of the state, is spreading a net of what almost amount 
to custom houses widely through the West.” 


will, if implemented, remove one source of 
discrimination.63 There can, however, be no ques- 
tion of depriving provinces of all powers that are 
capable of abuse. The problem is to preclude or 
restrict abuses without interfering with legitimate 
and even necessary powers. 


Possible Methods of Prevention 


The device which naturally suggests itself to 
those familiar with the constitutional practice of 
the United States is to prohibit in the constitu- 
tion the abuse of legislative power and to rely on 
the courts to determine how far provincial legisla- 
tion does purport to interfere with interprovincial 
trade, and to declare the legislation, to that extent, 
invalid. But in practice it is a matter of extreme 
difficulty to disentangle legitimate measures designed 
to promote purely provincial objectives from those 
measures, the indirect effects of which may be 
undue discrimination against the products of other 
provinces, or against the activities of citizens 
of other provinces, or which may prejudice the 
revenues of other provinces. The elaboration, by a 
court, of strict and binding rules on such matters 
as these might in practice prevent the enactment 
of useful provincial legislation and might in 
destroying one type of abuse create shelter for 
other and even worse abuses. And it is doubtful 
whether the personnel best suited for purely judicial 
functions is likely to be the personnel best suited 
for dealing with somewhat technical questions of 
economics and business. 


A second method would consist in relying on the 
Dominion to use the power of disallowance (a 
power which is always available to the Dominion 
in its discretion) to protect one province against 
undue discrimination incidental to the legislation 
of another province; or in giving to the Parliament 
of Canada a special head of legislative power 
enabling it to pass legislation to correct the discrim- 
inatory effects of provincial legislation. But this 
method is open to several objections. There is 
controversy concerning the appropriate use of 
disallowance. Any action which is discretionary, 
whether it be action of the Federal Government or 
of the Parliament of Canada, is political action and 
is open to the suspicion of being used with greater 
regard for one province than for another. Finally, 
interference by the Dominion is not likely to 
improve Dominion-provincial relations; and even 
inaction by the Dominion, when it had undoubted 


68 See recommendations re corporation taxes, Section B, 
Ch. TMI; '2. 
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power to act, might embitter opinion in a province 
which felt itself aggrieved because of injuries 
received from protective measures enforced by 
another province. 

A third method would be to allow a government 
aggrieved by the action of another to bring its 
complaint before the proposed Dominion-Provincial 
Conference. While such action is always possible 
and might in some cases lead to settlement of an 
issue by mutual consent, it has certain obvious 
weaknesses. The Conference will be a political 
rather than a judicial body; it will not readily act 
on a majority decision; in arguing a case before it 
@ provincial premier might feel some repugnance to 
admitting that action which he had staked his 
reputation on defending in his own legislature was 
an infringement of “ interprovincial comity ”; and 
the disapproval of a majority could not be con- 
veniently made public as a guide to popular 
opinion. Again, there is bound to be considerable 
reluctance on the part of a provincial government 
to censure the act of another provincial govern- 
ment or legislature lest by so doing it prejudice its 
own freedom of action. 

A fourth method would consist in frank recog- 
nition that the proper working of the federal 
system and national unity alike require that both 
provincial and Dominion legislatures should abstain 
from some types of legislation which are unques- 
tionably within their constitutional powers; that the 
spirit as well as the letter of the constitution must 
be observed; and that constant goodwill is essential 
if good relations are to be maintained. This method 
runs the risk of being little better than a pious 
admonition addressed by men exposed to no 
temptation to act with bias to others whose political 
careers may be at the mercy of political pressure 
with the full force of local interests behind it. In 
practice it is probable that the Premier of a prov- 
ince, or the Prime Minister of the Dominion, with 
a parliamentary majority in thorough agreement 
with his policy, would have very little difficulty 
in persuading that majority that the policy of which 
it approved was in full accord with the spirit as 
with the letter of the constitution. 

If, therefore, this fourth method is to be made 
effective it must be possible to oblige a govern- 
ment (whether provincial or federal) to defend the 
propriety of its legislation, just as it may now be 
compelled to defend its constitutionality, before an 
impartial tribunal. Similar considerations apply if 
it is not the propriety of legislation which is in 
dispute but the propriety of administrative prac- 
tice. An appropriate tribunal would have to include 
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both a judicial element and an element familiar 
with economics and with business, There are 
‘several possibilities. If one province complained 
of the legislation of another, but admitted either 
absolutely or for the purposes of the discussion, 
the constitutionality of the legislation, it might be 
entitled to have the fairness of the legislation judged 
by a tribunal consisting of the chief justice of the 
province which had enacted it together with, per- 
haps, one assessor nominated by that province and 
one nominated by the complainant province. The 
strong point of this tribunal is that a province 
might feel more confidence in its own chief justice 
than in an outside authority. The weak point of 
this sort of tribunal would be that it would be 
differently composed in different cases and that 
conceivably two identical provincial acts might be 
differently dealt with in different provinces. 
Furthermore, the employment of assessors nomin- 
ated by the parties would be apt to tend to 
dissenting opinions and to dissatisfaction with any 
decision which was not unanimous. A second possi- 
bility would be that the decision as to the propriety 
of provincial legislation might rest with the Chief 
Justice (or some other judge) of the Supreme Court 
of Canada together with assessors, either desig- 
nated for each case or chosen permanently for all 
cases. A third possibility would be the creation of 
a special tribunal. The drawback to this course, 
which might have the advantage of securing the 
best possible personnel for a difficult task, would 
be that the tribunal might have too little work to 
justify its cost—for the mere fact that an appeal 
from provincial enactment was possible might serve 
to discourage the more provocative forms of local 
protectionism. 


The need for decisions which take account of 
all the circumstances of the case is imperative. 
Some minor interference with interprovincial trade 
may be involved in legislation which is in all good 
faith concerned with the adjustment of a local 
matter which could not be effectively dealt with 
except by measures which incidentally involve this 
interference. Of two enactments, which are indis- 
tinguishable as regards their form, one may interfere 
substantially and the other very little with inter- 
provincial trade. A measure which, at the time 
of its enactment, inflicts no injury whatever on 
the citizens of other provinces may, as conditions 
change, become discriminatory in its operation, and 
it may be a matter of very delicate judgment to 
decide at what moment of time it becomes desir- 
able that it should be amended to take account of 
extra-provincial interests. Our suggestions are 


based on the assumption that governments will, on 
the whole, not object to being told if and when 
their legislation or their administrative practice 
becomes unfair; and that they will realize that 
hard and fast rules would be inappropriate and 
even dangerous. 

It is probably not desirable that the decision of 
such a tribunal should be mandatory in the sense 
of invalidating legislation found to be unduly 
discriminatory. The decision might be declaratory 
in character. Ultimately a province could probably 
be relied on not to offend against “ interprovincial 
comity ” by insisting on legislation which had thus 
been declared unfair to other provinces. The effect 
of the decision of the tribunal would be that a 
province would not be the sole judge if its legis- 
lation was unfair to others. The very existence of 
the tribunal would derive from recognition of the 
simple fact that a provincial legislature is not a 
good or reliable judge of such a question. It by 
no means follows that it cannot be relied on to 
correct abuses, once these have been authoritatively 
pointed out. 

A fifth method would consist in direct agreement 
between provinces not to obstruct the trade of each 
other’s citizens. This method might take the form 
of an interprovincial conference behind closed doors 
in which protests could be made and conceivably 
threats of retaliation. But this sort of bargaining 
would tend to give each province a quid pro quo 
in the form of concessions by other provinces for 
abandoning local protectionism, while our hope is 
that the advantages conferred on the weaker prov- 
inces by our main financial recommendations might 
be such as to induce them in return to agree to 
renounce such measures. 

A sixth method would consist in formal agree- 
ments entered into by two or more provinces. Such 
agreements might deal with a wide range of matters 
in which some degree of uniformity was desired 
and might include engagements with regard to 
“protectionist” measures. Their use is exposed to 
some dangers. They might build up blocs which 
would be protectionist as against the rest of Canada 
and might thus intensify the very evil we are 
seeking to eradicate. Finally, enforcement presents 
difficulties as an agreement would have the nature 
of a treaty between the provinces concerned and 
hence would not be enforceable by ordinary legal 
processes. 

In many instances, of course, it is municipalities, 
or other bodies on which the province has conferred 
powers, rather than provinces themselves, which 
are the immediate offenders in the matter of 


economic discrimination, and the local protectionism 
of municipalities may be exercised to the detriment 
of other municipalities in the same province.64 This 
matter lies beyond the purview of the Commission 
except in so far as interprovincial discrimination 
results from municipal action or from that of other 
bodies such as professional organizations. In this 
case the province, which creates a municipality or 
organization and confers powers on it, is completely 
responsible for the action of that municipality or 
organization and owes it to other provinces that it 
should retain and, when occasion arises, exercise 
adequate administrative powers of control. 


Conclusions 


We have purposely left our discussion of this 
important question vague because, in our opinion, 
it is essential that all the legislatures concerned 
should agree wholeheartedly to some review of their 
legislation, and because it is probably a Dominion- 
Provincial Conference which can best agree on the 


64 See Appendix 8—L. M. Gouin & Brooke Claxton, Legislative 
Ezpedients and Devices Adopted by the Dominion and the Prov- 
inces, p. 53: “There is also municipal taxation, particularly in 
Quebec, which, if allowed to develop, would divide Canada into 
walled towns. Though hardly of national importance in itself, 
this municipal legislation is important as indicating what might 
happen if narrow-minded local feeling forced economic nationalism 
to its ultimate conclusion.” 
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type of review which would be most acceptable to 
them. There seems to be every reason why they 
should agree, for while it is easy to slip into 
measures which others will think unfair, and difficult 
to recede from a position which has once been 
assumed, it is easy to express readiness to abstain 
from unfair or discriminatory use of legislative 
power provided that other provinces give the same 
undertaking. There is also a distinct advantage in 
separating the question of the constitutionality of 
legislation from that of its general merits. If, as at 
present, only the former question can be reviewed 
by the courts, the latter is almost certain to become 
involved in the debate. It is notorious that “ hard 
cases make bad law ”’. 


There are not the same reasons for our being 
vague as to the principles which should be observed 
in giving effect to what we have termed the spirit 
of the constitution. There should, we think, be 
complete freedom of trade and commerce through- 
out Canada; complete freedom of investment; 
complete freedom of movement and freedom from 
arbitrary restrictions (as distinct from a bona fide 
test of vocational qualifications) in the practice 
of a trade or profession; and complete freedom 
from discriminatory taxation. If there are to be 
exceptions to these general principles they should 
be authoritatively and unambiguously declared. 


CHAPTER V 


FACILITIES FOR DOMINION-PROVINCIAL CO-OPERATION 


Despite the undoubted advantages of a federal 
system of government it is liable to have certain 
inherent defects. Two of these are rigidity and 
inelasticity in the division of powers between the 
central and provincial (or state) authorities, and 
lack of means of co-operation between autonomous 
governments in matters of common interest. In 
this section we make certain suggestions which we 
think, if implemented, would largely overcome 
these defects in the Canadian federal system. We 
think that thereby national unity and efficiency of 
government would be promoted without in any way 
impairing the autonomy of the provinces. 


1. DoMINION-PROVINCIAL CONFERENCES 


The basic principle of a federal system of gov- 
ernment is the division of powers between central 
and local authorities. In a relatively simple society 
where the functions of government are few and 
simple, such as at the time of federation, this 
division of power may not be a hindrance to effi- 
ciency and economy in government. But in the 
highly interdependent and complex society of to- 
day, with the great expansion of governmental 
functions which has become necessary, efficiency 
and economy in government cannot be obtained 
merely by a division of powers between govern- 
ments. Co-operation in the pursuit of common 
objects and in the solution of common problems 
is no less essential. But co-operation between 
autonomous governments is difficult to achieve. 
Administrative authorities responsible to different 
legislatures are not always interested in co-opera- 
tion; indeed, non-co-operation may on occasion 
better serve their immediate interests. Autonomous 
governments may thus tend to become rival centres 
of power rather than agencies for the co-operative 
pursuit of the public weal. This has too often been 
the case in the Canadian as in other federal sys- 
tems.1 It is imperative that means be found for 
overcoming this tendency and for promoting co- 
operation between the provinces and between the 
Dominion and the provinces which is so essential 
to efficiency and economy in administration under 
modern conditions. 


1See Appendix 7—J. A. Corry, Déffieulties of Divided 
Jurisdiction, pp. 7-10. 


There have been attempts going back over 
fifty years to meet this deficiency in our federal 
system by occasional conferences, interprovincial2 
or Dominion-provincial? in character, called for the 
consideration of matters upon which common 
action was thought desirable. This expedient was 
first resorted to by the provinces in 1887 when an 
interprovincial conference met in Quebec at the 
instance of the Quebec Government, with five of 
the seven provinces represented.4 The Dominion 
Government, though invited, sent no representa- 
tives to this conference. The conference occupied 
itself exclusively with Dominion-provincial rela- 
tions, seeking extensive modifications in the 
constitution and asking for a new schedule providing 
increased subsidies for the provinces. The purpose 
of the conference, it was declared, was to improve 
relations between the federal and _ provincial 
governments.® 


Fifteen years passed before another conference 
was called; again it was an interprovincial confer- 
ence, which was held in Ottawa at the instance of 
the Government of Quebec, as before. This 
conference limited its consideration to the question 
of subsidies; it revised the proposals of the 1887 
conference and submitted its results to the 
Dominion Government which, though taking no 
part, was favourable to the holding of the confer- 
ence, according to a statement made to the 
conference by the Premier of Quebec. 


The first Dominion-provincial conference was 
convened by the Prime Minister of Canada in 1906. 
It adopted in substance the recommendations of 
the interprovincial conference of 1902 which were 


2The term “interprovincial conference” is used to mean those 
conferences between provincial representatives in which the 
Dominion Government either did not participate at all or did so 
only upon invitation. 

8 The term “Dominion-provincial conference” is used to mean 
those conferences summoned by the Dominion Government or in 
which that Government took an active part. 

4The unrepresented provinces were Prince Edward Island and 
British Columbia. 

5“The government which has taken the initiative in connec 
tion with this conference deems it its duty to declare at once 
that the conference must not be considered in the light of a 
possible move against the Federal authorities but that its sole 
object is to endeavour to solve, in the general interests of the 
whole of Canada, such difficulties as experience has shown to exist 
in the relations between the gener) and provincial governments.” 
(enetencas by the Premier of Quebec at the opening of the con- 
erence. 


made effective by Dominion and Imperial legisla- 
tion. With this as a precedent the Dominion 
Government has in the intervening years called the 
provincial governments into conference with it on 
seven occasions: in 1910, to consider the question 
of company law; in 1918, to discuss a wide range 
of questions: the return of their natural resources 
to the Prairie Provinces, applications by other 
provinces for increased subsidies, taxation, unem- 
ployment, housing and other problems arising at 
the close of the War; in 1927, to deal with an 
agenda covering many questions in which the 
Dominion and the provinces were jointly interested; 
in April 1931, for the purpose (as set out in the 
letter calling the conference from the Prime 
Minister of Canada to the Premiers of the Prov- 
inces), “of affording the provinces an opportunity 
of presenting any views they might desire to 
express with reference to the changes that are 
involved in the proposed statute of Westminster”; 
in 1933, to consider the question of road and rail 
transport; in 1934 to deal with unemployment 
relief and kindred questions, and company law. 
The most elaborately organized of the Dominion- 
provincial conferences was the last one held, that 
_of December, 1935.6 The whole field of Dominion- 
provincial relations in which there was uncertainty 
and friction was included in the agenda; all nine 
provinces were represented; the delegations were 
almost identical with the personnel of each govern- 
ment; and each government was attended by its 
senior administrative officials. The agenda included 
seven questions: (1) relating to the procedure that 
should be followed in amending the British North 
America Act; (2) relating to the financial relations 
between provinces and Dominion; (3) relating to 
unemployment and relief; (4) relating to respon- 
sibility for and co-ordination of social services; (5) 
relating to mining development and taxation; (6) 
relating to agriculture and marketing; (7) relating 
to tourist traffic development. All these questions 
were referred to special committees which made 
reports to a plenary session of the conference. 
During this period of thirty-three years repre- 
sentatives of the provinces met in conference upon 
several occasions to consider matters of special 
concern to them: in 1910, an abortive meeting to 
consider the attitude of the other provinces toward 
the proposal that the representation in Parliament 
of the Maritime Provinces should be irreducible 
notwithstanding population changes; in 1913, for 
consideration (again inconclusive) of the question 
of Maritime representation, enlarged subsidies, and 


6 Dominion-Provincial Conference, 1935: Record of Proceedings. 
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minor matters; in 1926, eight provincial govern- 


ments met in conference to consider questions of 
double taxation, jurisdiction in insurance matters, 
and special relief for provinces where prosperity 
lagged.7 

It will thus be seen that within a period of 
twenty-nine years there were eleven conferences, 
including both types, while in the period from 1926 
to 1935 there were six, or roughly one for every 
year and a half. The range and scope of the ques- 
tions discussed, as briefly indicated in this summary, 
make it quite clear that all the governments in 
Canada have recognized the need for conferences 
of this character and have admitted their usefulness 
in clarifying issues about which there is a conflict 
of interest or opinion. 

The Government of Nova Scotia in its submis- 
sion to the Commission made the definite proposal 
that these conferences should become an essential 
part of the Canadian federal system. Its recom- 
mendation was in these terms:— 


“That provision ought to be made, by way of 
amendment to the British North America Act or 
otherwise, for annual conferences to be held at a 
fixed time between representatives of the Provinces 
and representatives of the Dominion.” 


In the Province’s printed submission and in oral 
argument by Premier A. L. Macdonald, this 
proposal was explained and elaborated. “The 
conferences” it was stated in the brief “have 
proved to be very valuable and have produced 
results beneficial not only to the provinces but to 
the Dominion as a whole”, despite the fact that in 
the past conferences have been called, often on 
short notice, at times when it was inconvenient 
for one or more province to attend and with no 
preliminary consideration of the agenda. 

The criticisms of Nova Scotia regarding the 
sporadic character of the conferences, the lack of 
careful preparation by the government making 
itself responsible for the meeting, the shortness of 
notice to the participants, the briefness of the time 
allotted for consideration of the questions sub- 
mitted, appear to be justified by such examination 
into the history of these gatherings as has been 
possible. 

The Government of Nova Scotia made certain 
concrete proposals for improving the conferences. 
Much more, it was contended, could be accom- 
plished if provision were made, either in the British 


7The information given in the preceding paragraphs was 
compiled by the research staff of the Commission from depart- 
mental records and press reports. The official records of many of 
the earlier conferences are very incomplete; and for the inter- 
che heh conference of 1926 held in Ottawa no record is available 
eyond the contemporary reports in the press. 
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North America Act, or by established practice, to 
hold a conference each year at a fixed time. All 
governments could plan in advance to attend, 
and a small permanent secretariat could collect 
statistical and other data, compile the agenda and 
otherwise ensure continuity between conferences. 
Two points were emphasized in the argument by 
Nova Scotia. It was said, first, that such a scheme 
for regular conferences would allow not only formal 
discussion of items on the agenda, but also informal 
discussion of difficulties that had arisen either 
between the Dominion and a province, or between 
one province and another. The conference, it was 
said, would be “an informal round table where the 
problems or the difficulties of any province could 
be brought out and aired informally.” Trade 
regulation and similar practices by provinces, con- 
sidered unfair by other provinces, could be discussed. 
The conference would supply an “ opportunity for 
discussion and for creating a spirit and an attitude 
of co-operation among the provinces and the 
Dominion, and a willingness based upon sympathy 
and understanding, on the part of one section of 
the Dominion to assist in so far as possible in 
correcting the difficulties of another section.” In 
the second place it was argued that “attendance 
should not be made to depend upon whether the 
provinces have particular issues to bring before the 
conference, but should be regular and as a matter 
of course.’”’8 

The proposal for annual conferences made by 
Nova Scotia was supported, with minor qualifica- 
tions, by the Governments of Prince Edward Island 
and New Brunswick.2 The advantages of having 
permanent and continuous conference machinery 
were also stressed in several briefs by private 
organizations.19 Apart from the suggestion by the 
Premier of British Columbia!1 that ae confer- 
ences were, perhaps, too frequent (but he made 
plain his willingness to consent if the other prov- 
inces wished to have a conference each year), no 
objection to the proposal was made in any of our 
public hearings. 

These proposals of Nova Scotia appear to corre- 
spond with the views of the Dominion Government. 
In opening the conference of 1935, Prime Minister 
W. L. Mackenzie King said:— 

“At the present conference we can examine the 
basic principles underlying the [Dominion-provincia]] 


8 Brief of hea DD. 88-42. See also evidence of Premier 
061. 


A. L. Macdonald, p. 
® Brief of P.E.1., p. 54; Ev. (N.B.), p. 8498. 


201x267, Citivene? Research Institute, pp: 67- oy ee 113, 
Canadian Federation of Mayors and Municipa ities, p. 


11 Ky. pp. 5538-39. 


questions, and provide machinery for their continued 
study and treatment. In this manner, their final, 
satisfactory disposition can be ensured at subsequent 
conferences. 


This arrangement of continuity and permanence is 
necessary, because co-operation between the Dominion 
and the provinces is too vital a matter to be left 
entirely for intermittent conferences and to corre- 
spondence between governments. 

Our secretarial arrangement and our proposed 
organization are based upon this desire—to have 
permanence and continuity.”12 


Some kind of organization for regular, instead of 
intermittent, conferences was here clearly suggested 
—a suggestion to which effect has not yet been 
given. 

The need for such regular conferences to promote 
co-operation between Dominion and _ provincial 
governments is obvious. The complexities of our 
social, political and commercial organization have 
now reached a point where the earlier view, once 
widely held, that all Dominion-provincial difficulties 
arising from disputes over jurisdiction could be 
settled by a strict demarcation of powers and 
responsibilities must be finally abandoned. A clear 
demarcation of legal power is still theoretically 
possible, but the functions of government in the 
modern state cannot be divided sharply between 
central and local authorities as can legislative 
power. Many functions inherently unitary in 
character are in fact divided between the Dominion 
and the provinces by the present division of legis- 
lative power. Public health, the regulation of 
marketing, the control of business, are conspicuous 
examples. In such matters there will inevitably 
be gaps and inefficiency in governmental control 
without at least a measure of co-operation and 
uniformity of method between different govern- 
ments. This intermeshing of duties, powers and 
responsibilities between the Dominion and the 
provinces demands sympathetic, constant and 
efficient co-operation between these governments. 
Moreover, it is in the interests of the provinces 
themselves that efficient methods of co-operation 
be devised. The tendency in most federal states 
has been toward centralization at the expense of 
the provinces (or states). In so far as matters 
requiring uniformity of treatment, or concerted 
action can be dealt with by co-operation among the 
provinces, or between the Dominion and the prov- 
inces, the case for additional centralization to 
promote efficiency or uniformity will not arise. 


_ 3? Dominion-Provincial Conference, 1985: Record of Proceed- 
ings, p 


Mr. King, in the speech to the conference from 
which we have already quoted, is explicit in his 
avowal of this need of co-operation.13 


The Commission, in the light of these facts, is 
of the opinion that Dominion-provincial conferences 
at regular intervals with a permanent secretariat, 
as suggested, would conduce to the more efficient 
working of the federal system. It, therefore, 
recommends the adoption of the proposal submitted 
by the Government of Nova Scotia. 


The cost of providing the secretariat should be 
borne by the Dominion Government and provision 
should be made for an adequate staff to collect 
information on Dominion-provincial relations and 
make it available to all governments. If our 
recommendation for the creation of a Dominion- 
Provincial Finance Commission is adopted, the 
secretariat which will be required might well be 
also employed as the secretariat of Dominion- 
provincial conferences as its work will be wholly in 
the field of Dominion-provincial relations. Or, as an 
alternative, the secretariat might be provided by 
the Department of the Secretary of State. Under 
the supervision of such a secretariat full records of 
Dominion-provincial conferences could be kept. A 
technique of procedure at such conferences could 
be evolved to afford opportunity for full considera- 
tion of matters which might otherwise produce 
friction or lack of harmony either between the 
Dominion and one or more provinces, or between 
two provinces, as well as to promote co-operation 
on matters of common interest. To suit the 
convenience of all governments concerned, provided 
it was clearly understood that no great delay 
should intervene between conferences, a certain 
latitude could be allowed in arranging the time 
when a conference should be held. 


In recent years the practice has developed of 
holding frequent conferences of administrative 
officials in similar departments of Dominion and 
provincial governments. The work of the Dominion 
Council of Health and of the special inter-govern- 
mental committee on uniformity of company law 
may be cited as examples of the value of this type of 
conference. We suggest that special co-operative 
activities of this kind should be continued and 
related to the work of the general Dominion- 


18 Where demarcation was not possible Mr. King said that “a 
formula for co-operation between the Dominion and the prov- 
inces” should be sought. Speaking on the need for co-operation 


Mr. King said: “we should not lose sight of the fact that govern- 


ments are only institutions created by men to serve human needs. 
After all, the citizens of the provinces are the citizens of the 
Dominion. The individuals whose interests the provinces seek to 
serve are the same individuals for whom the Dominion is con- 
cerned.” (Ibid., p. 9.) : 
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provincial conferences. Such conferences of admin- 
istrative officials on particular problems might well 
be held either at the same time as, or immediately 
before or after, the general conference. 

If provision is made for adequate machinery for 
Dominion-provincial conferences it will, in the 
judgment of the Commission, supply a serious lack 
in the Canadian federal system. In the past the 
spirit of open diplomacy has sometimes been lacking 
in the relations between the Dominion and the 
provinces. In the result it has happened that a 
province suffering from some peculiar disability or 
having some special claim on the Dominion has 
been able to conclude a bi-lateral agreement with 
the Dominion which aroused the envy or resent- 
ment of other provinces. It is desirable, except 
in very special circumstances, that arrangements 
between the Dominion and a province should be 
open for discussion at a conference where all the 
provinces have the opportunity of being represented. 
Such conferences might also be used to facilitate 
arrangements between two or more individual 
provinces. 

Another suggestion of machinery for closer 
co-operation between the Dominion and the prov- 
inces was made by New Brunswick!4 which 
advocated the establishment of a Department of 
Secretary of State for the Provinces at Ottawa and 
a Department of Federal Relations in each province. 
Immediately after Confederation a member of the 
Dominion cabinet held the portfolio of Secretary 
of State for the Provinces. In 187315 this Depart- 
ment was abolished because of insufficient work to 
justify a separate department, and its functions 
transferred to the Department of the Secretary of 
State. 

The suggestion of the New Brunswick Govern- 
ment contemplated the use of new departments 
for the conduct of inter-governmental communica- 
tions.16 At the present time, except in formal 
matters, a department of a provincial government 
usually communicates directly with the department 
of the Federal Government which is concerned 
with the matter under discussion, without any 
record being kept in any central office in either the 
provincial or Dominion governments. In formal 
matters, the Dominion Secretary of State communi- 
cates on behalf of the Federal Government with 
the Lieutenant-Governor of the province. There 
may be certain disadvantages in not having a single 
department in each government charged with the 


14 Ex. 357, pp. 7-8. 
15 Statutes of Canada, (1873) 36 Vict., c. 4. 
16 By. pp. 8546-47. 
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responsibility for inter-governmental communica- 
tions. Each province must, of course, decide for 
itself the expediency of establishing such a depart- 
ment, but the Commission is inclined to think 
that the delay and inconvenience of having the 
voluminous correspondence, which is today neces- 
sary between governments, conducted by one 
department would make the suggested innovation 
undesirable. The existing machinery of communi- 
cation appears to have developed along satisfactory 
lines but there is obviously room for improvement. 
Complaints are voiced from time to time by some 
of the provinces about the difficulty of getting 
information in the form most suitable to their uses, 
as for example, statistics. We think that the estab- 
lishment of a permanent secretariat for Dominion- 
provincial conferences could be highly useful in 
meeting this need since it could serve as a bureau 
of information to all the provinces. 


2. DELEGATION OF POWERS 


One of the difficulties inherent in any federal 
system is the rigidity which marks the division 
of jurisdiction between the central and local govern- 
ments. For obvious reasons constitutional amend- 
ments in a federal state are made more difficult 
than is usual in unitary states. 

Under our terms of reference we do not feel 
called upon to make any recommendations as to 
methods by which the British North America Act 
should be amended. Our instructions obviously 
contemplated the suitability of a reallocation of 
powers which would require constitutional amend- 
ments, and we are reporting as to what in our 
opinion will “conduce to a more efficient, inde- 
pendent and economical discharge of governmental 
responsibilities in Canada”. Where necessary or 
desirable in the light of our investigations, we have 
recommended that changes in the British North 
America Act should be made, our only restriction 
being the duty to respect a “distribution of legis- 
lative powers essential to a proper carrying out of 
the federal system”. While we have recommended 
that constitutional changes should be made, we feel 
that it should be left to the Dominion and the 
provinces to work out the method whereby accept- 
able changes should be brought about. We desire 
merely to emphasize the necessity that some 
procedure for constitutional change should be 
evolved. 

We think that the introduction of a measure of 
flexibility in the Canadian federal system should 
be considered. A number of provinces may on 
occasion be willing and may even actively desire 


the Dominion to assume responsibility for a 
function which is beyond its constitutional powers. 
The Dominion may itself be willing to assume the 
function but be unable to do so until public opinion 
has developed to the extent of permitting a con- 
stitutional amendment to be made. On the other 
hand, the Dominion may be alone entitled to 
perform functions which, under modern conditions, 
it may be more appropriate for the provinces to 
perform and certain of the provinces may be 
anxious to assume such responsibility. In several 
submissions to us,!7 it was suggested that it would 
be desirable to allow a province to delegate power 
over a subject to the Dominion, provided that 
the Dominion was willing to accept the delegation, 
and conversely that there might be delegation of 
power by the Dominion to a province. The effect 
of such delegation would be that the delegating 
authority would divest itself, at least for a limited 
period, of the power as completely as if it had been 
assigned to the other authority in the British North 
America Act. 

At the present time, although the law is not 
entirely clear, it seems that delegation of legislative 
power either by the Dominion to a province, or by 
a province to the Dominion is invalid.18 To 
establish definitely a power of delegation which is 
sufficiently wide, amendment of the British North 
America Act would be required. Such an amend- 
ment should cover both the power to delegate 
jurisdiction and the power to receive jurisdiction by 
delegation. Such a power of delegation should apply 
to the whole field of legislative power for both the 
province and the Dominion including any legislative 
power received by way of amendment or delegation. 
It should also be provided that the act of dele- 
gation would only be operative if the legislative 
unit to which delegation was made signified its 
willingness to accept it. Provision should also be 
made permitting delegation to be either in per- 
petuity or for a definite time limit. The Dominion, 
for example, might be unwilling to accept the 
delegation of certain functions involving extensive 
organization (such as non-contributory old age 


functions (such as the grading of natural prod 


pensions) unless it were assured that the delega- 
tion would operate in _ perpetuity. For ‘Eg 


it might be sufficient if there were assurance that 


17 Ex. 140, Brief of N.S., pp. 22-24; Ex. 34, Brief of Sask., 
p. 335; Ex. 252, Brief of Canadian Chamber of Agriculture. 

18 Canadian Pacifie Railway Co. v. Notre Dame de Bonsecours 
[1889]. A.C. 367. Rea v. cheated nboetiee 3 D.L.R. 788; Rex 
v. Thorsby Traders [1936], 1 D.L.R. 592; Rew v. Brodsky [1936], 
1 D.L.R. 578. Delegation should be distinguished from legisla- 
tion by reference and conditional legislation, on of which may 
be constitutionally valid. See Append ix 7—J. A. Corry, Difficul- 
ties of Divided Jurisdiction, p. 37 ff. 


the delegation would not be revoked for a stipulated 
period of ten or fifteen years. It should also be 
provided that although an agreement of delegation 
could not be revoked by the unilateral action of 
either legislature during the life-time of the agree- 
ment, it might be terminated earlier with the 
consent of both parties expressed by appropriate 
legislation. 


Subject to such restrictions, we can see no reason 
why a mutual power of delegation between the 
Dominion and a province should not be permitted 
on a temporary as well as a permanent basis. It 
was suggested to us!9 that the failure of attempts 
which have been made to introduce an element of 
flexibility into federal constitutions has been largely 
due to the fact that changes were required to be 
permanent. It was said that there should be 
provision for temporary delegation of functions 
wherever such a device could be appropriately 
applied. In the British North America Act 
provision for change in the respective jurisdictions 
of the Dominion and the provinces appears in 
section 94./ The Dominion was given power to make 
provision for uniformity of laws relating to property 
and civil rights in the three common law provinces, 
but any federal act designed to do this required 
adoption by the legislature of a province before 
it had any operative effect in such province. 
When the act had been thus adopted the Dominion 
acquired full legislative power in perpetuity to deal 
with its subject matter. It is conceivable that 
the irrevocable consequences of action under section 
94 prevented it from ever being used.?° More- 
over, there is considerable doubt whether the section 
applies to provinces other than Ontario, Nova 
Scotia and New Brunswick,?! and there is no 
provision for transfer of jurisdiction from the 
Dominion to a province if such should be desired.?2 


ene 


18 Ex. 140, Brief of N.S., p. 23. 

20 By. p. 3875 (Attorney-General, J. H. MacQuarrie of N.S. 
re sec. 94 of the B.N.A. Act): “It is suggested that the reason 
the section has not been used may be found in the words ‘and 
from and after the passing of any Act in that Behalf the Power 
of the Parliament of Canada to make Laws in relation to any 
Mattex rised in any such Act shall, notwithstanding any- 
i Act, be unrestricted’; and because no provision was 
ma h a Province could get back a subject of legislation 
that this section had been given to the Dominion. From 
which it would appear that once the Dominion were permitted 
under this section to encroach upon a provincial field, the matter 
dealt with would become exclusively and for all time one for the 
Dominion.” 


21 See, however, the opinion of Mr. F. R. Scott, Ev. p. 2781. 
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Elsewhere in this Report in dealing with certain 
specific problems of Dominion-provincial relations 
we have suggested that these problems might be 
solved in each instance by delegation of jurisdic- 
tion.2* We think that a general power of delega- 
tion such as we have discussed, which would allow 
the transfer of jurisdiction from the Dominion to a 
province, or from a province to the Dominion 
subject to the conditions mentioned, would cover 
all these instances, as well as others. With such a 
power desirable changes in the constitutional alloca- 
tion of powers could be effected in respect of one 
province without the necessity of waiting for such 
a development of public opinion as would permit 
of a nation-wide constitutional amendment. A 
change in jurisdiction might be effected on a 
temporary basis for one province, which, if it 
proved successful, might induce other provinces to 
make similar arrangements, and if unsuccessful 
need not be a permanent arrangement as would be 
a constitutional amendment. 


The power of delegation would also permit of 
minor changes in the allocation of functions between 
the Dominion and certain provinces to suit the 
peculiar conditions of these provinces. In a federa- 
tion such as Canada where some provinces are much 
larger and financially much stronger than others 
this may be highly desirable. As we have pointed 
out in the chapter on overlapping services, the 
Dominion has already been driven to perform 
certain services for the smaller provinces which the 
larger provinces do not need.24 A general power 
of delegation would facilitate arrangements of this 
sort in keeping with the nature of the Canadian 
economy and the unequal size and strength of 
Canadian provinces. In short, a general power of 
delegation for both the Dominion and the prov- 
inces should provide a measure of flexibility which 
is much needed in our federal system. 


22In the Australian constitution the Commonwealth Parlia- 
ment was given jurisdiction to make laws with respect to “matters 
referred to the Parliament of the Commonwealth by the Parlia- 
ment or Parliaments of any State or States, but so that the law 
shall extend only to States by whose Parliaments the matter is 
referred, or which afterwards adopt the law.” (Commonwealth 
of Australia Constitution Act, Section 51.) (See also Section 
105A.) This section has never received any application in 
Australia but it was suggested to us that if it had been more 
restricted and had provided for reference of legislation under 
defined conditions, it would have received considerable use. See 
Ex. 140, Brief of N.S., p. 23 


23 See particularly p. 59 re fisheries, p. 56 re marketing, p. 32 
re old age pensions. 


24 See Sect. A, Chapt. II. 
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THE CANADIAN ECONOMY AND PUBLIC FINANCE 


The Commission, in accordance with its terms 
of reference, has devised and recommends the fiscal 
plan which, in its opinion, “will best effect a 
balanced relationship between the financial powers 
and the obligations and functions of each governing 
body, and conduce to a more efficient, independent 
and economical discharge of governmental respon- 
sibilities in Canada”.1 This plan is based on the 
historical, economic and financial analysis of the 
Dominion contained in Book I of this Report. It 
is an attempt to make the division of financial 
powers and responsibilities of governments conform 
to the basic economic structure and social needs of 
the country. 

The Canadian economy is made up of a number 
of diverse and highly specialized areas. Partly as 
a result of the specialized character of the resources 
and industries of the individual regions, and partly 
as a result of national policies, these regions are 
closely related and integrated and are, to an 
important extent, dependent on each other. But 
although these regions may be_ economically 
complementary, and the existence of each vital to 
the welfare of the others, it does not follow that 
the income resulting from their joint effort is 
evenly distributed. On the contrary, it is a 
distinguishing feature of the Canadian economy, 
which has particular significance for public finance, 
that a very large proportion of the surplus—and 
taxable—income of the country is concentrated 
in a few specially favoured areas. (We use the 
term surplus income to comprise income derived 
from the ownership of scarce resources and the 
occupation of monopoly positions, and all other 
income in excess of that necessary for bare 
subsistence. ) 

This state of affairs did not exist in 1867. As 
recounted in Book I, the new Dominion’s trans- 
portation policies and railway, canal and harbour 
construction, its immigration and land settlement 


policies, its trade, tariff and industrial policies, its 


banking and monetary policies—all of which we 
may for convenience call national economic policies 
—established a framework within which the young 
country grew. The great expansion in population, 


1QOrder in Council appointing the Commission. 
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trade, and industry that came with the wheat boom 
both marked the success of these national economic 
policies and established them more firmly. Canada 
was knit more closely together and the different 
regions became more dependent on each other. The 
Maritime Provinces failed to share to the full 
extent in the wheat boom prosperity and accom- 
panying integration, but in general the country 
had become committed to a transcontinental 
economic organization from which no part could 
detach itself and prosper in isolation. 


The War and the post-War boom introduced 
many new and complex elements in what had 
previously been a broad simple pattern. The 
national war effort, the national railway commit- 
ments, and the great growth in all governmental, 
corporate, and private debts, increased the fixed 
overhead costs of the country tremendously, and 
thus created new rigidities and increased the 
fluctuations of surplus income in the country as a 
whole, and even more so in the different regions. 
Their economies became not only much more inter- 
dependent and complex, but in many respects much 
more delicate and vulnerable. Not only had over- 
head costs of Canadian industry and government 
grown much larger and more rigid, but the income 
of large areas became more and more dependent on 
specialized export activities and the huge initial 
investment connected with them. In addition to 
the Prairie wheat exports, which were still of 
dominant importance, mine, forest, and electro- 
products from Northern Ontario and Quebec, and 
from British Columbia, and automobiles and 
accessories from Southern Ontario created new 
regions which were basically dependent on inter- 
national trade and often on _ limited, highly 
fluctuating, and uncontrollable markets. In con- 
nection with these developments (and the growing 
use of the automobile) was a huge capital invest- 
ment which stimulated and maintained a high 
tempo of economic activity throughout most of 
the country. One result was a very substantial 
increase in real income, bringing with it a change 
in consumption habits and distribution of expendi- 
tures which drew a larger proportion of our 
productive forces into vulnerable luxury and 
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service trades, subject to extreme and prolonged 


fluctuations, and which introduced new rigidities 


and obstacles to rapid adjustment. 


In the thirties the vulnerability of the whole 
economy to uncontrollable external factors, as well 
as certain internal maladjustments and weaknesses, 
brought great distress. The former lifeblood of 
the whole system—the circulation of the wheat 
exporter’s dollar—was choked off at the very 
source. As the system slowed down, depression 
burdens were very unevenly and _ haphazardly 
distributed. At the same time overhead costs and 
accompanying rigidities increased, and intensified 
the maldistribution of income. Monetary policy 
was not directed, during the early years of the 
depression, to alleviate the burden or distribute it 
more evenly. Tariff policy, directed to maintain 
employment in some regions, threw a greater 
burden on the primary producers. Great efforts 
were made to adjust the regional economies to a 
local base, and there was a natural rise of local 
vested interests and local protectionism. 

The Maritime Provinces have relied in recent 
years on an ambitious program of public works. 
Quebec has attempted to meet a particularly 
serious unemployment problem by back-to-the- 
land and colonization plans directed to secure 
greater self-sufficiency, and by extensive public 
works. Ontario was fortunate in finding a new 
frontier and a new stimulus in its own northern 
mines, and this has done much to compensate for 
the loss of western markets and to relieve Ontario 
in some measure from dependence on the tradi- 
tional transcontinental economy. The Prairie 
Provinces bore the full brunt of the collapse of 
the system, with no assistance from national 
policies in the early years of the depression, and 
with the added strain of an unprecedented series 
of crop failures. But there proved to be a limit 
even to the primary producers’ capacity to absorb 
punishment, and in recent years relatively large 
transfers within the federal fiscal system, direct 
assistance to wheat producers, and involuntary 
write-offs by eastern creditors of western debts 
have redistributed a part of the burden. British 
Columbia, after heavy losses in both Prairie and 
external markets, greatly increased its volume of 
exports and eventually emerged into a period of 
relative prosperity which has left it, like Ontario, 
somewhat inclined to regard the terms of its 
partnership in the transcontinental economy as 
unfavourable because of its potential liabilities. 

There have thus emerged in Canada chronically 
distressed areas (especially those which have no 


alternative to wheat production) and chronically 
distressed classes, especially unskilled labour. With 
the breakdown of integrating forces some regions 
seem to have been left outside the organized 
national economy and to have become more and 
more dependent on specialized activities and on 
assistance from the Federal Government; the 
national income has substantially decreased and 
the surplus national income, i.e., the margin over 
subsistence cost, has suffered a proportionately 
greater decline; the national income is more 
unevenly distributed (both between regions and 
between classes) and the disparity in the distribu- 
tion of surplus income is, of course, even greater. 


We must exercise caution in projecting these 
tendencies into the future as the results of past 
attempts at prophecy have shown. The present 
tendencies may continue and any sane policy must 
take them into account. But there may be an 
abrupt change and any comprehensive plans for 
the future should be of the most flexible character. 
Pressures will vary, and shift from one industry, 
area, or class to another. However, one positive 
conclusion stands out: the situation is so serious 
that conflicts of policy between Dominion and 
provinces or between province and province have 
become a luxury which Canada cannot afford, and 
the sterility of policy which chronic conflict is 
apt to engender may be an even greater evil than 
conflict itself. Fiscal policies which have profound 
effects on the magnitude and distribution of the 
national income must be in a single hand and 
responsibility for action or inaction must be 
assigned with unmistakable clarity. 


The implications for public finance of the 
economic and social changes which have occurred 
in Canada are of far-reaching importance. As a 
result of the transcontinental economy which was 
deliberately built up, with its notable concentra- 
tions of surplus income, and later as a result of 
the disintegration of this economy, no _ logical 
relationship exists between the local income of any 
province and the constitutional powers and respon-. 
sibilities of the government of that province. In 
fact, the great expansion in organized social services 
which has developed makes the existing relation- 
ship contrary to all common sense. Expenditures 
almost automatically increase when income falls 
and revenues decline. The harder any particular 
area is hit, and the more impoverished its people, 
the greater are the burdens which that area must 
carry. Even if it were possible to revert to the 
localized economies of 1867, it would be unjust to 
do so, for national partnerships cannot be dissolved 


when one of the partners finds the association 
onerous. The constitutional division of taxing 
powers, applied to the existing regional distribu- 
tion of taxable income, has produced surpluses 
in some provincial budgets, and in others deficits 
which have inevitably been reflected in reductions 
of those community services which Canadians 
have come to look on as the minimum which 
their governments should supply. As a result 
Canadian citizens in some provinces are receiving 
educational, health and other social services much 
inferior to those in other provinces and (quite apart 
from any question of governmental extravagance 
or the provision of unusually costly services) 
Canadian citizens in some provinces are required 
to contribute a much larger portion of their income 
to the government of the province than those in 
other provinces. Provincial ability to borrow, and 
the fortunes of investors in provincial securities 
have fluctuated widely, erratically, and sometimes 
disastrously. Businesses operating on a national 
scale are hampered by increasing special (and in 
some cases discriminatory) impositions and regula- 
tions. The possibility of off-setting the impact of 
world-wide disturbances and depressions on the 
Canadian economy by financial and monetary 
policies has been virtually annihilated by the lack 
of co-ordination in governmental policies. In brief, 
the present distribution of public finance powers 
both sabotages any effective action to increase the 
national income and actually depresses that income. 


Another unfortunate result (noted in our analysis 
of the public finance system)2 of the present 
distribution of financial powers is the incentive to 
rely on taxes on costs instead of taxes on surpluses. 
By taxes on costs we may include not only direct 
taxes on business imposed without reference to the 
net incomes of the business owners, but also 
consumption taxes (including property taxes on 
residential and commercial buildings) which affect 
costs of living, wages, and eventually all costs of 
production. Consequently, many resources which 
would be used at lower production cost levels must 
be left idle, and the tendency to increase taxes 
on costs during times of depression greatly 
weakens Canadian competitive power abroad, and 
increases rigidities and difficulties of adjustment at 
home. The effect of this pressure on marginal 
enterprises, on the general level of economic 
activity, and on the national income cannot be 
calculated. But now that 30 per cent of the 
national income is collected by governments and 


2See Book I, Chap. VII. 
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spent by them (either by redistribution in the form 
of pensions, relief and interest payments, or in 
payment of the costs of government services) any 
avoidable waste or inefficiency in the process is 
serious. 

The Commission has consequently attempted in 
its financial proposals to provide both for a more 
equitable distribution of governmental burdens and 
of social service benefits throughout Canada and 
to make possible a revenue system and a general 
fiscal policy designed to stimulate rather than to 
depress the national income. 


A comparison of the fiscal position of the 
provinces and an account of their fortunes during 
the depression will be found in Book I.3 It is 
important to note that some of the provinces are 
quite unable to meet their obligations and at the 
same time to provide the social and educational 
services which Canadians have come to look upon 
as essentials. Such a situation cannot leave the 
other provinces unconcerned. ‘The investors in 
other provinces will suffer in the case of public 
or private insolvency among their neighbours. The 
producers in other provinces will suffer if markets 
are destroyed. Migrants must be admitted from 
depressed provinces, and it is not merely a nuisance 
and an expense but a positive danger to the more 
prosperous provinces if these migrants are illiterate 
or diseased or undernourished. Nor is the danger 
of competition from substandard labour in a 
distressed province a peril which can be disregarded. 
More important than all these considerations taken 
together is the danger to national unity if the 
citizens of distressed provinces come to feel that 
their interests are completely disregarded by their 
more prosperous neighbours, and that those who 
have been their full partners in better times now 
tell them they must get along as best they can 
and accept inferior educational and social services. 
The Commission’s proposals will inevitably place 
on the shoulders of taxpayers in the more 
prosperous provinces heavier burdens than those 
which they bear to-day, but these burdens will not 
be so heavy as those which they will have to bear, 
directly from increased taxation and indirectly 
through restriction of the national income, if 
present conditions continue. 

Following, and supporting, the proposals of 
Plan I is a chapter dealing with the three taxes 
which are affected by the Commission’s recom- 
mendations. It shows that the tax allocation 
recommendations of the Commission are not only 


8 See Chaps. VI and VII. 
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desirable on general considerations, but also stand 
on their merits in each individual case. 

Expenditures can be briefly analyzed as they 
have been considered in greater detail in other 
parts of this Report.4 In considering the relative 
fiscal needs of provincial governments, we are 
mainly concerned with a few divisions of their 
expenditures: on education; on social services; on 
development. It is of national interest that no 
provincial government should be unduly cramped 
in any one of these respects. Education is basic 
to the quality of Canadian citizens of the future 
and it is highly undesirable that marked disparities 
in the financial resources available for education 
should exist as between Canadian provinces. Social 
services, like education, cannot be subjected to 
marked disparities without serious reactions on the 
general welfare and on national unity. An appro- 
priate developmental policy is required in each 
province, and the only standard which can fairly 
be applied is the policy of the province itself over 
a period of time. 


It is also necessary to devote a short chapter 
to the discussion of federal and provincial debts 
showing the close inter-relation of borrowing with 
developmental expenditures, with the maintenance 
of employment, with general monetary and fiscal 
policy, and with the control of the foreign exchange 
value of the Canadian dollar. The importance of 
borrowing policy, and of the ultimate effects and 
incidence of government indebtedness, indicates the 
desirability of a uniform policy based on co-opera- 
tion between governments which are prepared to 
seek a common objective by similar action. 
Municipal debts form a separate problem, although 
a sharp line cannot always be drawn between 


*See Book I, Chap. VII. 


provincial and municipal indebtedness. Muni- 
cipal debts (including debts of all subordinate 
agencies such as school boards) are considered in 
a separate chapter.5 


As striking as the economic interdependence of 
Canadian provinces, is their political, social, and 
cultural individuality. The Commission’s recom- 
mendations are based, in accordance with its terms 
of reference, on the economic and financial analysis 
which it has made. But the Commission appre- 
ciates the existence of many non-economic and 
non-fiscal factors, and its recommendations are not 
those which might have been made for a more 
homogeneous country. No allocation of jurisdic- 
tion, over education and social services for example, 
would be satisfactory which did not take full 
account of the strong existing loyalties to provincial 
traditions and institutions. The Commission’s Plan 
secks to ensure to every province a real and not 
an illusory autonomy by guaranteeing to it, free 
from conditions or control, the revenues necessary 
to perform those functions which relate closely to 
its social and cultural development. 


In the final chapter of the financial section 
possible alternatives are discussed, however, and 
Plan II is presented, which indicates what the 
position would be, and the probable adjustments 
which would have to be made, if none of the 
transfers recommended in Plan I were made with 
the exception of the assumption by the Dominion 
of relief for employables as recommended in the 
chapter on Social Services. A comparison is made 
of the two Plans, which is largely the same thing 
as a comparison of Plan I with perpetuation of the 
present system. 


5Chap. VII this section. 
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Cuapter II 


PLAN I 


The financial recommendations of the Com- 
mission, which we term Plan I, may now be 
summarized. They are developed in greater detail 
in following chapters. 

The Commission’s recommendations with regard 
-to the burdens of government are concerned with 
social services and debt service. The social service 
recommendations contemplate the assumption by 
the Dominion of the full cost of unemployment 
relief for employables;1 and, through National 
Adjustment Grants, provision for at least average 
Canadian standards for all other social services in 
all provinces. 


It is not a simple matter to estimate the financial 
changes which will result from the assumption by 
the Dominion of the cost of unemployment relief. 
For the purposes of our calculations, we have 
assumed that the Dominion will provide for the 
maintenance of the unemployed on the scales 
adopted by the provinces and that the provinces 
will not undertake relief works of any sort. 
Should the Dominion choose to resort to relief 
works, either directly or by subsidizing works 
which the provinces will then execute as part of 
their developmental programs, the cost to the 
Dominion would be greater than under our assump- 
tion-but no additional charge will be imposed on 
the provinces. In short, the provinces will have 
no further costs in connection with unemployment. 
In calculating the effect on the Dominion budget 
we have assumed that the Dominion will provide 
for the unemployed by direct relief. This is 
assumed simply for purposes of illustration, since 
it is necessary to establish some common yardstick, 
and it is not a recommendation of policy. These 
assumptions neglect any expenditures which the 
provinces may choose to make in rehabilitating or 
training the unemployed classed as unemployables, 
as these expenditures are included under our esti- 
mate of an appropriate per capita expenditure for 
social services in general. 

As regards the remaining social services, the 
Commission has discussed several fields in which 
expansion appears likely. For instance, the Com- 


1See p. 24. 
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mission has considered the possibility of expansion 
in public health services to provide medical services 
and hospitalization for those who cannot afford to 
pay their cost. But under Plan I, no special allow- 
ance in either Dominion or provincial estimates 
has been made for any such new expenditures. 
Rather, an attempt has been made to frame a plan 
which is sufficiently elastic to meet new situations 
as they may develop without undue strain on any 
section or class of the country. — 


{a uw 
The Commission recommends that all provincial 

debts (including both direct obligations and those 
guaranteed by provinces)* should be assumed by 
the Dominion, and that the provinces should pay 
to the authority charged with the administration of 
these debts a fixed annual sum equal to the interest 
received by each province on its; investments (or 
paid directly by subsidiary bodies) in the most 
recent appropriate fiscal year. This recommenda- 
tion is based on a number of considerations. In?) 
the first place Dominion and provincial credit have 
become to some extent interlocked. In the second,¥ 
no important change can be made in the burdens 
of government and the revenue sources available 
to governments without taking into account the 
position of bondholders who have purchased securi- 
ties on the basis of existing arrangements. In the}) 
third place, it is easier for the Dominion than 
for individual provinces to obtain the economies 
incidental to the conversion of these debts to 
lower interest rates as they mature. A portion of 
the provincial debt is deadweight debt which 
represents either developmental expenditure or 
borrowing to meet relief costs. It is not practicable 
to break down the debt in such a way as to 
apportion it between investment and extravagance. 
If the debt were left in provincial hands it would 
be difficult and most unrealistic to make an esti- 
mate of the fiscal needs of each province which 
would allow as a legitimate need the debt charges 
which did not represent undue extravagance and 
not to provide for charges on that portion of the 


* The special position of the debt of certain Quebec hospitals 
and other charitable and educational institutions for which interest 
and amortization is provided by subsidies from the provincial 
government is discussed at p. 124. 
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debt which did represent undue extravagance. The 
difficulty of breaking down the debt is extreme in 
the case of debt incurred in recent years for relief 
works. 
inces may appear to benefit more than others, it 
should be noted that the recommendations for debt 
assumption must not be considered in isolation but 
as an integral part of a general rearrangement, 
which must be examined as a whole before their 
equity can be determined. 

Municipal debts are, in the main, a separate 
problem, but the municipal situation in Quebec is 
unique. As noted in Book I4 local governments 
in the Province of Quebec have borne a much 
larger share of joint provincial-municipal func- 
tions and expenditures than in other provinces. 
This has, of course, been reflected in the relative 
position between provincial and municipal debts. 
Provincial net debt service in Quebec in 1937 was 
but 23 per cent of the combined provincial- 
municipal net debt service, as compared with an 
average of 58 per cent in the other eight provinces. 
Consequently, in order to compensate for this special 
factor and give equality of treatment, the Commis- 
sion recommends that the Dominion assume either 
net provincial debt service, or 40 per cent of the 
combined net provincial and municipal debt service, 
whichever is the larger. Application of the 40 per 
cent formula would affect any province in which 
municipal debt greatly exceeded provincial debt. 
In practice Quebec alone is affected. 

. It is unnecessary at this stage to enter into 
detail as to the technique of the debt transfer 
recommended. It would have to take place as at 
a fixed date—we might suggest December 31, 1939. 
-(All provincial debt incurred after that date would 
be charged against the province concerned, i.e., the 
Dominion would assume it but the province would 
pay interest on it to the Dominion.) An agency 
would have to be set up for the technical manage- 
ment of the debt. This would be solely an admin- 
istrative matter and would presumably be combined 
with the technical management of the Dominion’s 
‘present debt. This agency would presumably offer 
new Dominion bonds in exchange for the out- 
standing provincial bonds. There are two possible 
methods by which this could be done. Either 
provincial bonds might be replaced by Dominion 
bonds of like interest rates and like maturities; or 
provincial bonds might all be made callable (at 
par, or at the best selling price between say, 
January 1, 1939, and December 31, 1939, whichever 
was the higher), and refunded by the Dominion 
when advantageous to do so. If the first course is 
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Finally, if under our proposals some prov- | 


followed, and if we assume the possibility of 
refunding maturities at an average rate of 34 per 
cent, there would be a progressive reduction in 
interest charges which would reach $5 million annu- 
ally by 1944, and $9 million by 1949. If the second 
course is followed, and if we assume the possibility 
of refunding all bonds at an average rate of 34 
per cent, wherever this would result in any 
appreciable saving under the callable provisions 
suggested, an immediate reduction in_ interest 
charges® of $7°8 million would result. (The bonds 
affected would be the higher coupon issues of the 
four Western Provinces.) The reductions in interest 
charges noted are, of course, gross figures, and no 
allowance is made for reduced government invest- 
ment and sinking fund earnings, and lower tax 


yields; in other words, the net saving to govern: 


ments would be appreciably less. 


- The procedure to be adopted is, the Commission . i 


think solely a matter of government policy. If 
provincial bonds are replaced by Dominion bonds 
of like terms and interest rates, fortuitous profits 
will accrue to some holders. A _ special capital 
gains tax, or a transfer tax on the first sale, 
although it presents many practical difficulties, 
would appear appropriate and equitable in such 
circumstances. The monetary cost of strictly 
honouring the letter of the contract is not large, 
but it will produce unearned profits for a favoured 
few. However, both proposals would result in 
some fortuitous profits, and to make the bonds 
immediately callable, on the terms suggested, would 
involve violating the contract, with possible reper- 
cussions on Canadian credit, for comparatively 
negligible temporary savings. 

The debt agency would receive from each 
province an annual payment equal to the interest 
which that province received from its investments 
(including security portfolios, wholly-owned utili- 
ties, advances to commercially operated depart- 
ments, and all other interest or profit-earning 
assets), and the interest which boards and commis- 
sions, financed by securities guaranteed by the 
province, paid directly in the latest appropriate 
fiscal year period. This payment would be a fixed 
one unless special arrangements were made to 
amortize it. The Dominion would pay annually to 
the agency the balance necessary to meet total 
interest charges. .Thus, the Dominion would bear 
the total cost (including exchange premiums) of 
servicing all provincial debt which was not directly 
self-supporting during an agreed on fiscal period, 
and provinces would be bound to pay over a sum 
equal to their interest receipts during the same 


5 Assuming payment on AJberta bonds at full interest rates. 
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period. If provincial investments and_ utilities 
increased their returns, this would be a clear gain 
to the provincial governments concerned; if, on 
the other hand, earnings fell the province would 
have to make up the difference (between the fixed 


payment to the debt agency and the province’s. 


interest receipts) from general taxation. 


The provinces would no longer have to provide 
sinking funds. The Dominion would presumably 
do so as part of its general policy with respect to 
its total debt. In our review of the Dominion 
fiscal position we note how a sliding scale of sink- 
ing fund payments in prosperous years combined 
with deficit financing in depression years would 
contribute to smoothing out the business cycle. 


Under this Plan, future direct and guaranteed 
borrowings by provincial governments and all their 
subsidiaries, including all local and municipal 
governing bodies and their subsidiaries, would be 
required to be payable, as to principal and interest, 
in lawful money of Canada only, unless special 
exceptions were made, as presumably would be 
done, for example, in the case of normal municipal 
refunding, by the Dominion Government on the 
recommendation of the Finance Commission. If 
a province wished to have the debt charges on new 
borrowings included in calculations for any future 
adjustment grant revisions, it would have to submit 
its loan proposal to whatever body was agreed on as 
appropriate for that purpose. In the event of 
approval by such a body (which would take 
account of all the circumstances including the 
credit position of the Dominion), the debt charges 
would be considered part of the expenditure of 
the province for purposes of calculating National 
Adjustment Grants. In any other circumstances 
the borrowing would be on the sole credit of the 
province, and the debt charges would have to be 
met entirely by the province, and excluded in cal- 
culations of National Adjustment Grants. 


The responsibilities recommended to be trans- 
ferred to the Dominion may be briefly recapitulated. 


\ vit is recommended that relief for unemployed 


- employables, and net provincial debt service (or 
40 per cent of the combined net provincial and 


. municipal debt service if larger) be assumed by 


the Dominion, and that all provincial governments 
be put in a financial position, by National Adjust- 
ment Grants from the Dominion, to supply 
education and welfare services, equivalent in 
quality (although not necessarily in cost) to the 
national average, and to maintain developmental 
expenditures at their individual 1928-31 averages. 
Every one would agree that the Dominion can 
assume these new burdens and responsibilities only 
8336—64 
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if its revenues are correspondingly increased. Con- 
sequently, the Commission recommends that the 
transfers of responsibilities as summarized above 
be made conditional on provinces (and municipali- 
ties) withdrawing entirely from the _ personal 
income tax, corporation tax, and succession duty 
fields, and agreeing to the cancellation of all 
existing subsidies from the Dominion. A single 
qualification is the recommendation that a portion 
of the corporation tax collected from mining and 
oil-producing companies be returned by the 
Dominion to the governments of the provinces in 
which the mine or oil well is located. The tax 
allocation recommendations of the Commission are 
discussed in Chapter III. 

The Commission’s proposals for future inter- 
governmental transfers, to replace the chaotic and 
illogical subsidy system now existing, and to provide 
for balanced budgets and average standards of 
services in every province, are simply :— 

(1) a National Adjustment Grant for certain 

provinces as recommended; 

(2) an emergency grant if made necessary by 

some abnormal conditions. 


The Commission recommends that the National 
Adjustment Grants, as initially calculated, be 
irreducible. 

It is recommended that the National Adjustment 
Grant be subject to review by an independent 
advisory commission every five years, and that this 
commission would recommend to the Dominion an 
increase in the adjustment grant whenever a 
provincial government established that it could not 
supply Canadian average standards of service and 
balance its budget without taxation (provincial 
and municipal) appreciably exceeding the national 
average in relation to income. (The increase, as 
distinct from the original adjustment grant, would 
not be irreducible, but would be subject to review 
every five years.) 

This advisory body, which we may for con- 
venience call the Finance Commission, would of 
course only have power to make recommendations 
to the Dominion Government, but it would play a 
most important role in the recommended new 
structure of Dominion-provincial relations. In 
addition to making a periodical review of National 
Adjustment Grants, the Finance Commission would 
also be the appropriate body to examine and report 
on claims for emergency grants whenever circum- 
stances necessitated this, and presumably on the 
application of a province for any loan the service 
of which it desired to have included as part of 
its budget in calculating its National Adjustment 
Grant. The emergency grant—unlike the irre- 
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ducible National Adjustment Grants—would be 
made for a year at a time only, and reduced or 
suspended as soon as conditions justified it. Prov- 
inces receiving emergency grants would, during the 
same period, by simply maintaining existing tax 
rates, and in consequence of the abnormal fall in 
the incomes of their citizens be automatically 
imposing heavier taxation ontheir citizens than 
the national average in relation to income. If any 
special conditions were thought ‘desirable they 
could be recommended by the Finance Commission, 
and the emergency grant made conditional on their 
implementation. 

The constitution of the Finance Commission 
would be determined by the Dominion Govern- 
ment, which it is to advise. The necessity for 
continuity of policy, experience and intimate know]l- 
edge of the problem, and political independence is 
obvious. We are also keenly aware of the need for 
further economic and financial research along the 
lines which we have attempted to develop, for 
continuation and improvement of the economic and 
financial statistics which we have gathered, and for 
refinement and development of technique in measur- 
ing the relative financial positions of governments 
and making equitable inter-governmental adjust- 
ments in the future. These functions will require 
a small, but highly competent, permanent research 
staff and secretariat. Such a body, which would 
become a clearing house for economic, financial, 
and administrative information § relevant to 
Dominion-provincial relations and public finance 
policy, should be able to perform many valuable 
services for Canadian governments. It might make 
special investigations and reports on the request of 
individual governments. It might, if it were so 
desired by the Dominion-Provincial Conference, 
meet a long-felt need and act as secretariat for that 
body. No more, of course, can be done at this 
stage than suggest the possible scope of usefulness 
of such a body; much will depend on the use which 
governments will choose to make of it, and on the 
- quality of the personnel, but there can be no 
question of the very great and desirable benefits 
which might be achieved. 

It should be made clear that while the adjust- 
ment grant proposed is designed to enable a 
province to provide adequate services (at the 
average Canadian standard) without excessive 
taxation (on the average Canadian basis) the 
freedom of action of a province is in no way 
impaired. If a province chooses to provide inferior 
services and | impose lower taxation it is free to 
do so, or it may provide better services than the 
average if its people are willing to be taxed accord- 
ingly, or it may, for example, starve its roads and 


improve its education, or starve its education and 
improve its roads—exactly as it may do today. 
But no provincial government will be free from 
the pressure of the opinion of its own people and 
if, when it applies for an increased adjustment 
grant on the basis of need, it has to produce 
figures which indicate that although it might, 
without specially heavy taxation, have provided 
better education but did not do so, it has, of 
course, to justify this to its own voters. 

The following chapter shows the effect on 
provincial budgets of the tax, expenditure and 
debt transfers recommended, and the adjustment 
grants which would be necessary. After testing 
various years and averages of various combina- 


tions of years, the Commission has adopted the / 


year 1937 (i.e., the fiscal year of each province 
which is nearest to that calendar year) as the most 
satisfactory base, but an attempt has been made to 
note, and to make adjustments for, any features 
which might be considered abnormal in that year. 
To test this calculation, summaries of the effect 
on provincial budgets have been made, based on 
the average of the actual results in 1936 and 1937 
(and 1938 where available), and the budget esti- 
mates of 1938 and 1939. It should be clear that 
these years have been chosen simply as the most 
satisfactory for purposes of illustration, and there 
is no suggestion that the settlement would in an 
way be retroactive. These were “recovery” years, 
and consequently show the operation of the plan 
as less favourable to the provinces and munici- 
palities, and more favourable to the Dominion, 
than would be the case in depression years. On 
the other hand, if recovery continues and assumes 
the proportions of a boom, the advantages to some 
provinces and municipalities would not be as great 
as potentially possible under the present system 


“(although the Plan provides against any loss), but 


the burden on the Dominion Government (and 
Dominion taxpayers) would be substantially 
reduced. Conversely, any serious economic reces- 
sion would greatly enhance the benefits to provincial 
and municipal governments, and impose a heavier 
load on the Dominion. In Tables 21-30 in Book 
III complete details of the effect of the Plan on 
each government’s budget are given for individual 
years. 

Before examining how these main provisions of 
the Plan will apply to individual provinces and 
computing the adjustment grants which have to be 
paid, a few general comments may be made which 
apply to all provinces. 

Under Plan I the financial position of every 
provincial government, without exception, will be 
improved, although in varying degree. More 
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important, the financial future and security of every 
provincial government will be guaranteed. Each 
province will be left with, relatively speaking, 
a remarkably stable revenue. A large part of the 
revenue of some will consist of a fixed cash pay- 
ment from the Dominion. The taxes with highly 
variable yields will have been transferred to the 
Dominion. Those with fairly constant yields will 
remain. (The chief exceptions are the public 
domain revenues and the mining tax rebate in some 
provinces, and the profits from the sale of liquor.) 
It is implicit in the Plan, but should be clearly 
stated, that the Dominion will respect the tax 
fields left to the provinces. Adjustments in the 
joint Dominion-provincial-municipal tax structure 
will undoubtedly be necessary and desirable from 
time to time. But the Dominion can no longer 
consider itself a free and independent agent to 
take unilateral action to this end when it pleases. 
The essence of the Plan is to leave provinces and 
municipalities with adequate, stable revenues, and 
this would clearly be defeated if the Dominion 
should extend its taxation into fields already 
occupied by the provinces or on objects jointly 
taxed without making satisfactory compensatory 
adjustments. Such action would violate the whole 
spirit of the arrangement. It would also necessitate 
a general increase in adjustment grants. It is the 
Commission’s view that these transfers should be 
kept to a minimum, and the taxation and expendi- 
ture allocations recommended in Plan I so provide. 

The provinces will have no fixed charges in the 
technical sense, although, of course, many current 
expenditures are not in fact controllable. However, 
the worst of the uncontrollable social service costs 
will have disappeared as the Dominion will bear 
the cost of unemployment relief for employables, 
‘and the provinces and municipalities will not be 
confronted with this burden at a time when their 
revenues are declining. Any chronic inability to 
maintain average standards will be met by a 
National Adjustment Grant, and any sudden blow 
by an emergency grant.. 

Every province will know that if there is wide- 


spread prosperity in which, however, it does not- 


share, there will be a tendency for its adjustment 
grant to increase for two reasons: the prosperous 
provinces will tend to expand their social services 
and so raise the national average; the provincial 
and municipal taxation in the prosperous provinces 
will become a decreasing proportion of the income 
of their people and a lower Canadian standard 
will thus be set as regards weight of taxation. 

In estimating the expenditures on social services 
and in considering the weight of taxation it has 
been necessary to treat each province and its 
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municipalities as a unit since the separation of 
functions between provincial and municipal govern- 
ments is not uniform in Canada. It is probable 
that in every province some sort of readjustment 
of the financial relations between province and 
municipalities would follow the implementation of 
the Plan. This would not only do something to 
mitigate the burden on real estate, but would, if 
wisely carried out, remove fiscal injustices as 
between different municipalities in the same prov- 
ince. The savings to municipalities from the 
Commission’s recommendations amount, on the 
1937 basis, to slightly more than $20 million, or 
8 per cent of the total real property tax. This 
saving, of course, is not evenly distributed, but goes 
largely to a few specially distressed areas. This 
calculation makes no allowance for any redistribu- 
tion of education and welfare burdens, and possible 
assumption of larger shares of their joint cost by 
provincial governments which are put in a better 
financial position. 

The immediate effect of Plan I on Dominion 
finances would be adverse, since in some degree 
provincial finances would have been improved at 
the expense of those of the Dominion. In the long 
run there should be certain compensations from 
two sources: lower net debt charges as refunding 
at lower interest rates becomes practicable, and a 
drop in the out-of-pocket cost of unemployment. 
Moreover, the Dominion would be in a better 
position than the Dominion and the provinces are 
today to get maximum revenue from income taxes 
and succession duties with minimum cost and 
sacrifice to the taxpayers. 

In some cases the taxpayers in a province would 
pay more and in some cases less under the proposed 
Plan. Roughly speaking income taxpayers would 
pay more in those provinces which have no > 
provincial income tax, and less in a province with 
an exceptionally high provincial income tax. The 
net immediate fiscal advantage of the Plan to the 
people of a province should be assessed by taking 
account of these losses and gains as well as of the 
gains (there are no losses) of the combined 
provincial and local governments in that province. 

An important advantage of Plan I which cannot, 
however, be shown statistically is that provincial 
and municipal governments will be put in a financial 
position which will make it unnecessary for them to 
resort to sales taxes and other nuisance or extra- 
ordinary levies. The province (and even more so, 
the municipality) is not a desirable unit for sales 
tax purposes from the point of view of efficient 
administration, and resort to this tax has the very 
dangerous and undesirable feature of erecting 
miniature tariff walls throughout Canada. 


SUMMARY OF PLAN I 


Before proceeding to examine in detail the effect 
which the adoption of Plan I would have on the 
finances of each province and on those of the 
Dominion it will be convenient to recapitulate the 
main features of the plan. 


1. Relief to the Provinces 


The Dominion would relieve the provinces (and 
the municipalities) of the whole burden of relief 
for the employable unemployed and their depen- 
dents. 

The Dominion would assume the whole of the 
provincial (but not the municipal) debts, and would 
in effect bear the deadweight cost of this debt, as 
it would collect from the provinces no more than 
the return which they receive today from their 
revenue producing assets. The provinces would 
thus have no further provisions to make for sink- 
ing funds. 

In the case of Quebec, where the provincial debt 
is an unusually low proportion of combined pro- 
vincial and municipal debt, the Dominion would 
assume 40 per cent of the net, or deadweight, cost 
of combined provincial and municipal debt service. 


2. Withdrawal by the Provinces from certain Taz 
Fields 


The provinces would cease to use the following 
forms of taxation: the personal income tax; taxes 
on corporations or corporate income which would 
not be imposed on individuals or partnerships; and 
succession duties. 


8. Surrender of Subsidies 


The provinces would surrender all existing sub- 
sidies. 


4. Remaining Provincial Revenue Sources 


o/, The Dominion, while retaining its unlimited tax- 
‘ing powers, would recognize an obligation to respect 
the remaining revenue sources of the provinces. 

In addition the Dominion would pay annually 
to each province a sum equal to the tax which 
that province would have received had it collected 
from mining and oil producing companies 10 per 
cent of the net income which was derived from 
mining, smelting, and refining of ores and oils pro- 
duced in the province. 
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5. New Provincial Revenue Sources 

The Dominion would pay annually a National 
Adjustment Grant to certain provinces. The amount 
of the grant (which will be computed in the fol- 
lowing pages) would be such as to enable each 
province (including its municipalities), without 
resort to heavier taxation than the Canadian aver- 
age, to provide adequate social, educational and 
developmental services. The weight of taxation is 
estimated by comparing the provincial and muni- 
cipal taxation with the total income of the province. 
The test of adequacy of social and educational 
services is found in the Canadian average for 
these services. The adequacy of developmental 
services is tested by what the province itself has 
done in years which may be considered normal. 

The original adjustment grants would be irre- 
ducible. Increases would be granted (on the advice 
of the proposed Finance Commission) at appro- 
priate intervals if they were needed, in order to 
enable a province to perform its functions ade- 
quately without exceptionally heavy taxation. 

In addition to the National Adjustment Grants 
payable to some provinces the Dominion would pay 
an Emergency Grant to a province in which 
abnormally bad conditions prevailed. Such a grant 
would be made for a year at a time, reduced as 
soon as possible, and eliminated as soon as pos- 
sible. 


6. Future Borrowing 

Future provincial and municipal borrowing would 
have to be in lawful money of Canada. 

Future provincial borrowing might be either (a) 
as today on the sole credit of the province, in which 
case the debt charges could not be counted as part 
of the financial need of the province if it applied: 
for a National Adjustment Grant (if it were not 
receiving one) or for an increase in its grant; or 
(b) on the credit of Canada, if the proposed Finance 
Commission is asked to approve it, and after review- 
ing all the circumstances does so. 


7. Freedom of Provinces 


No control of provincial expenditures is contem- 
plated. Every province would be quite free to 
improve its services, by specially heavy taxation, 
or to have specially light taxation by reducing its 
services, or to develop some services in excess of 
the Canadian average at the expense of others which 
would remain below it. 
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1. THe Province or Prince Epwarp IsutANpD 


In reviewing the economic and financial position 
of Prince Edward Island in Book I6 we noted the 
difficulty of making comparisons which are not 
misleading between its statistical position and 
those of other provinces. Both on a per capita 
basis, and in relation to total income, the Prov- 
ince appears to be in a very favourable posi- 
tion respecting debt and taxation. The debt is 
small in part because the chief transportation 
problem of the Island—communication with 
the mainland—has been the concern of the 
Dominion since the Province entered Confedera- 
tion, and in part because the lack of public domain 
has limited the need for costly developmental 
expenditures. Owing to its small and compact 
area the Province has been able to get along 
without the elaborate and expensive arrangements 
for local government which have been necessary 
in other provinces. There are none of the problems 
and high costs which accompany urbanization. But 
these advantages have been accompanied by corre- 
sponding disadvantages. The revenue from public 
domain has been negligible. The governmental 
unit is so small that, in spite of low salary scales 
and economy in administration, and of the virtual 
absence of municipal governments, the overhead 
costs of the bare framework for legislation, admin- 
istration, justice and education have been relatively 
high. The per capita income of the people is low, 
and is in large part an income in kind, while the 
cash proportion fluctuates widely because it depends 
on the markets for a few specialized products. The 


taxable income is consequently low and variable. 
This difficulty is enhanced by the absence of urban 
or corporate concentration of wealth, and there- 
fore of the small proportion which net or “surplus” 
income bears to the gross income of the people. 
Prince Edward Island does not gain greatly by the 
assumption of unemployment relief by the 
Dominion (which the Commission recommends), 
for, in spite of the cessation of emigration in the 
thirties, unemployment has not been a serious 
problem in the Island. This was the result of two 
circumstances: the strength of family responsibility 
in the economic life of the Island and the possibility 
of enforcing it, and the government’s highway 
modernization program which absorbed surplus 
labour. The cost of the public works program has, 
however, approximately doubled the outstanding 
debt of the Province during the thirties and, if the 
Dominion assumes the burden of unemployment 
relief, the Province will be relieved in future of the 
cost of relief works which have been charged to 
capital account. Finally, it must be remembered 
that the sources of revenue which (under the Plan) 
the Province would surrender to the Dominion are, 
for the reasons given above, not very productive in 
Prince Edward Island. 


The financial credits and debits to the provincial 
and local governments in Prince Edward Island 
under Plan I, before provision for any National 
Adjustment Grant, may be summarized as follows, 
taking the year 19387 as an example:— 


EFFECT OF GENERAL PROVISIONS OF PLAN I ON PRINCE EDWARD ISLAND 
(1937 Base) 


PROVINCIAL GOVERNMENT 


Cr. Dr. 
Net debt service assumed by Dominion...... $221,000 Taxes transferred to the Dominion........... $ 244,000 
Relief to employables assumed by Dominion.. 21,000 Former subsidies ..............:.eeeeeeeeeee 657,000 
Savings on tax collection costs............... 10,000 $901,000 
$ 252,000 paren is 
OP Vial SIPS We GUNS St a eae a 208,000 
Relief works charged to capital account....... 288,000 
$ 748,000 
Deterioration in financial position of provincial 
government before considering the need for a 
National Adjustment Grant................ 153,000 
$ 901,000 
Loca GovERNMENTS 
Cr. Dr. 
Relief to employables assumed by Dominion..$ 30,000 
MMICINE) TENET WOTKSie Vth os. dae see ele ees 34,000 
$ 64,000 Gain to local governments................... $ 64,000 
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This summary shows that, in respect of 1937, 
the application of the general provisions of Plan I 
to Prince Edward Island would impair the financial 
position of the Province by $153,000 and improve 
that of the local governments by $64,000. It 
remains to consider whether the figures for 1937 
are a safe guide for future years, and whether the 
position of Prince Edward Island makes a National 
Adjustment Grant necessary. 

The taxes transferable to the Dominion under 
Plan I were the largest on record in 1937 but some 
further expansion was expected. (On the other 
hand these taxes would yield less if there is no 
longer any incentive to organize holding companies 
in the Province to avoid taxation elsewhere—as 
provided in the Commission’s corporation tax 
recommendations.) The net burden of debt service 
was expected to increase and would have offset 
the estimated increase in the transferred taxes. 
The sources of revenue which would remain with 
the Province are peculiarly stable since they com- 
prise gasoline, automobile and land taxes, while 
the two items most subject to fluctuation, viz., 
public domain revenue and revenue from liquor 
control, are of negligible importance as compared 
with those of other provinces. 

The desirability of an adjustment grant rests on 
the need for balancing the provincial budget on 
current account and for increasing expenditures 
on education, welfare services and development so 
as to provide services not markedly inferior to 
those in other provinces, without Prince Edward 
Island being compelled to resort to heavier taxa- 
tion than imposed elsewhere in Canada. 

The Commission estimates that an annual 
increase in the expenditures on education and 
public welfare (principally on the latter) of 
$200,000 to $250,000 would suffice to achieve 
substantial real equality with other Canadian 


these purposes would still be much lower than it 
is elsewhere, i.e., much lower than the statistical 
average for Canada, but the Commission has taken 
account of the various factors which tend to make 
these services relatively less costly in Prince Edward 
Island where lower salaries are possible because of 
the lower earnings in alternative occupations, and 
where the proportion of rural to urban population 
is relatively high. 

The Commission therefore recommends an annual 
National Adjustment Grant of $750,000 for Prince 
Edward Island. 

The relatively small scale of local government 
in Prince Edward Island and the relatively small 
amount of relief expenditures’ make the direct 
effects of the Commission’s recommendations on 
municipalities in Prince Edward Island of less 
importance than in other provinces. It should 
also be added that accurate statistics, particularly 
on the division of employables and unemployables, 
are not obtainable, and the Commission’s estimates 
are only approximate. Nevertheless, it would 
appear that direct relief to employables during the 
thirties has cost municipalities about 5 per cent of 
their budget, and provision of relief works another 
5 per cent. In addition to these savings (which 
would approximately balance municipal budgets) 
there are possible indirect benefits, which will 
emerge from the fact that the Provincial Govern- 
ment will have been put in a position to bear a 
larger share of education and welfare costs. 

If the Commission’s recommendations are 
implemented the Provincial Government will have 
at its disposal a remarkably reliable revenue, and 
will find that its expenditures are, at least in the 
technical sense, almost entirely controllable. Before 
the new expenditures for which the adjustment 
grant would make provision are undertaken, the 
budget of the Province would appear in round 


provinces. The dollar expenditure per capita for figures as follows (based on the 1936-39 average) :— 
BUDGETARY POSITION OF PRINCE EDWARD ISLAND UNDER PLAN I 
(On the basis 1936-39 figures) 
Cr. Dr. 
PROVINCIALTEVENUCS Oeiet © ait milters alsieieies as « $ 680,000 URxpenditures) Van au. ti. 0 5s). cis as oe ee ene $1,170,000 
National Adjustment Grant................. 750,000. ‘Sarplaa yi eae. cr bas Nh alee 260,000 
$1,430,000 $1,430,000 


* Surplus available for expansion of public welfare, education, and developmental expenditures, directly or 
through municipal subsidies, and for reduction of taxation. 


™In the four years 1934-37, on direct relief and relief works 
‘excluding any direct Dominion expenditures) : 


$000 
Dominion contributions were.. . 1,000 
Provincial expenditures Ay current account and. capital 
account) were.. . 1,326 
and Municipal expenditures “(on current and. “capital 
account) ‘were.'.) Biss cium nee Cees 222 


2,548 
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2. Tur Province or Nova Scoria 


Nova Scotia’s finances in recent years have been 
dominated by the large public works program of 
the Provincial Government, and as noted, this 
program has also had a profound influence on the 
Province’s economy.8 Important considerations 
for our present purpose are consequently the extent 
to which the current statistics of Nova Scotia public 
finance are influenced by the capital program, and 
what the position is likely to be, under the present 
system, when this program is completed. It would 
seem clear that the somewhat better than average 
relative position of the Nova Scotia economy in 
recent years (and the consequent buoyancy of 
governmental revenues) has been due in large 
measure to the Government’s large capital expen- 
ditures, and these expenditures have also done 
much to reduce the cost of relief. Even if the 
new capital equipment fulfils all expectations and 
not only strengthens the economy generally but 
proves self-supporting, there will still be a drastic 
adjustment necessary when the stimulus of new 
construction passes. Attention is drawn to this 


because under the terms recommended in the 
Commission’s Plan the strain of this adjustment 
would be borne by the Dominion, and not, as at 
present, largely by the Province. It is impossible, 
of course, to estimate this in monetary terms, but 
it is necessary to point out that the current public 
finance statistics contain elements of serious 
instability, and understate the advantages of the 
Plan to Nova Scotia. 

At present Nova Scotia is making a determined 
effort to overcome certain deep-seated and chronic 
economic disabilities. It is the purpose of our Plan 
to make such a policy possible, wherever it would 
appear desirable, without requiring undue reduc- 
tions in other services of government, undue 
sacrifices by provincial taxpayers, or threats to the 
solvency of the particular unit. 

The financial credits and debits to the provincial 
and local governments under the general provisions 
of our Plan, and before provision for any National 
Adjustment Grant, may be summarized as follows, 
based on the year 1937:— 


EFFECT OF GENERAL PROVISIONS OF PLAN I ON NOVA SCOTIA 
(1937 Base) 


PROVINCIAL GOVERNMENT 


Cr. Dr. 
Net debt service assumed by Dominion...... $2,616,000 Taxes transferred to Dominion.............. $1,426,000 
Relief to employables assumed by Dominion.. 236,000 Former subsidies ................eeeeeeeees 1,953,000 


Savings on tax collection costs.............. 65,000 —_— 
ee Sa $3,379,000 
$2,917,000 

Improvement in financial position before 

SEE CUMS C08 a 3 285,000 consideration of the need for a National 

Relief works charged to capital account....... 1,173,000 VO TUSUMONG CHPAN Ge lirech isis Sie/s ns oe vee ote s 996,000 

| $4,375,000 $4,375,000 


LocaL GOVERNMENTS 


Cr. Dr. 
Relief to employables assumed by Dominion..$ 172,000 Surrender of income taxes................40- $ 47,000 
Maamreipal TEMel | WOLKS, 6.0)... ec ee eee eee 69,000 Gain to local governments.................. 194,000 
$ 241,000 $ 241,000 


The effect of the Plan would, therefore, be to 
improve the financial position of the Provincial 
Government by $996,000 (owing to freedom from 
the need for borrowing for relief works) and that 
of the local governments by $194,000. It is then 
necessary to consider whether or not the Province 


8 See Book I, Chap. VII and VIII. 


should receive a National Adjustment Grant, if it 
is to have a balanced budget and provide services 
at the Canadian average. 

Education and welfare expenditures in Nova 
Scotia have increased during the thirties in relation 
to those of other provinces but are still materially 
below the national per capita average. Even when 
allowance has been made for somewhat lower costs, 
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for less urbanization, and a more self-sufficient 
family economy than are to be found in most of 
the other provinces, the Commission estimates that 
$600,000 a year more would have to be spent by 
provincial and local governments to put educa- 
tional? and social services on approximate real 
equality with those in other parts of Canada. On 
the other hand the expenditures on development 
and on highways have exceeded the Commission’s 
estimate of minimum requirements by an average 
of about $100,000 annually in recent years.19 

The Commission, however, has given considera- 
tion to the special cireumstances and problems of 
the Nova Scotia economy, and to the frugality of 
its general administration, and in its adjustment 
grant recommendation of $800,000 has chosen the 
higher rather than the lower of possible figures. 

The Commission estimates that Nova Scotia’s 
remaining provincial and municipal taxation, in 
relation to income, is below the national average 
by an amount in excess of that necessary to bring 
Nova Scotia’s expenditures on education and public 
welfare fully up to the per capita dollar average 
of Canada. (Nova Scotia has at present no 
personal income tax, and our proposals would, 
therefore, require larger contributions from 
Dominion income taxpayers there.) 

Provision is thus made for the recommended 
expansion in education and welfare expenditures, 
and for a small surplus. In addition there would 
seem good reason to expect moderate expansion 
in the next few years in provincial revenues, 
particularly in automobile and gasoline taxation as 
a result of the improved highways. 


The net debt service, of which the Province 
would be relieved, is at present increasing at the 
rate of $200,000 a year.11 Relief expenditures, in 
large part owing to the highway program, have 
been relatively low, but the contingent liability in 
this connection is important. 

Local governments have benefited substantially 
from the Provincial Government’s highway program 
in recent years, and their share of direct relief (to 
employables) and relief works has fallen from a 
1931-35 average of $600,000 to about $200,000. 
Offsetting the improvement which would result 
from Dominion assumption of this burden, and the 
indirect benefits which might result from increased 
provincial expenditures on education and public 
welfare, is the $45,000 to $50,000 in municipal 
income taxes which would be cancelled by muni- 
cipalities under the Plan. This would only affect 
the city of Sydney significantly, and the Provincial 
Government would be in a position to make any 
adjustment which would appear equitable under 
the circumstances. 

At present, Nova Scotia municipalities enjoy, as 
a whole, a small surplus. Application of the Com- 
mission’s recommendation would result in a direct 
saving to them of from 2 per cent to 7 per cent 
of their expenditures, depending on the extent of 
unemployment. 

The Provincial Government’s budget, before 
giving effect to any increases in education and 
welfare expenditures, for which the adjustment 
grant makes provision, would (on the basis of 
1936-39 figures) be approximately as follows:— 


BUDGETARY POSITION OF NOVA SCOTIA UNDER PLAN I 
(On the basis 1936-39 figures) 


Cr. Dr. 
PLOVinClal | TEVENWesmn cyte ie wees iets «ic, sire ieee $0,900,000 | Expenditures! iiengcq isl uscw. «+ eecrmaramentnele $6,900,000 
National Adjustment (Grant... iio. ey. ae 800,000 Supplies ne Ue ew ven cena teterue ats 800,000 
$7,700,000 


$7,700,000 


*Surplus available for expansion of education, welfare, and developmental expenditures, directly or 
through municipal subsidies, and for reduction of taxation. 


®“Even with the Provincial aid, however, the salaries fof 
rural school teachers] are low—the equivalent of $10.31 per week 
if spread over the whole year—and it cannot be expected that 
the Province will have a highly trained and serious group of 
rural school teachers so long as salaries remain at the present 
level.” Brief of N.S., p. 130. 

10It is not the Commission’s intention to criticize these 
expenditures, but simply to note them as essential] constituent 
parts in any calculation of adjustment grants. A province may 
distribute its expenditures in any way it likes, and the best 


policy at any one time will depend on the individual circum: 
stances, but it is not entitled to draw on the national purse to 
support certain undernourished services if it spends with more 
than average liberality on some other services. It may be highly 
desirable to emphasize these alternative services, but in fairness 
to the rest of Canada it should be done either by somewhat 
greater than average severity of taxation or by somewhat greater 
than average economy on other services. : 


11 Excluding sinking funds, for which an increase of $174,000 
is budgeted in 1939 over 1937. 


i ‘ 
f 
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3. THt Province or New Brunswick 


New Brunswick shares with Nova Scotia the 
unhappy distinction of the longest unfavourable 
economic history of any Canadian province. The 
inferior character of many of the Province’s 
resources, and transportation and marketing diffi- 
culties, have retarded economic progress and created 
chronically impoverished areas and distressed indus- 
tries. From time to time since the opening of the 
century the Provincial Government has attempted, 
by developmental and public works programs, to 
improve conditions and alleviate distress, and has 
done so on a much larger scale in the last five years. 
Earlier efforts proved disappointing, and left the 
Province burdened with unproductive debt. It is 
too early to appraise the results of the present 
program, but the proportion of provincial revenues 
absorbed by net debt service has become serious. 
In spite of marked improvement in these revenues 
in the last three years, the tax basis is still rela- 
tively narrow and vulnerable. 

An ambitious highway construction program 
(which produced the extraordinarily high figure of 


approximately 10 per cent of the income of the 
people in 1937 and 1938) has dominated both the 
recent financial and economic history of the Prov- 
ince. It has stimulated general activity, absorbed 
virtually all the unemployed, swollen government 
revenues,—and added 30 per cent to the net debt 
service in two years. As in Nova Scotia, but on a 
relatively larger scale, the termination of the 
program is likely to be followed, unless some 
alternative stimulus appears, by a period of wide- 
spread unemployment, distress, failure of business 
firms, reduced purchasing power, and pressure on 
profits and wages. For this reason, the calculated 
gains from the provisions of the Commission’s 
recommendations, striking as they are in the case 
of New Brunswick, greatly underrate the potential 
benefits. 


Apart from consideration of any National Adjust- 
ment Grant, the general principles of our Plan 
would, if applied to New Brunswick in 1937, 
produce the following results:— 


EFFECT OF GENERAL PROVISIONS OF PLAN I ON NEW BRUNSWICK 
(1937 Base) 


PROVINCIAL GOVERNMENT 


Cr. Dr. 
Net debt service assumed by Dominion...... $2,784,000 Taxes transferred to Dominion.............. $ 904,000 
Relief to employables assumed by Dominion. . 28.000 iormen) SUDSIC eS es ee iste ui al pte ate sl s'ee eels a e's 1,567,000 
Savings on tax collection costs............... 37,000 a 
—_—_——— $2,471,000 
$2,849,000 
Improvement in financial position before 
Ree URMITIS NE eiUuie dial dada et tats has Wi «a oS ft 323,000 considering the need for a _ National 
Relief works charged to capital account...... 614,000 Pacdamstment: Grant)... \/teaees hie eile ba 1,315,000 
$3,786,000 $3,786,000 
LocaL GovERNMENTS 
Cr. Dr. 
Relief to employables assumed by Dominion..$ 74,000 Surrender of Saint John income sur-tax...... $ 129,000: 
Marnicipal relief iworks . eiif<\sy,.018 wiwiews sale. 15,000 —=—— 
$ 89.000 
Loss to local governments................+.- 40,000 


$ 129,000 
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The improvement in the financial position of 
the Province for the year would thus be $1,315,000. 
On the other hand, the position of local govern- 
ments (assuming that except in Saint John their 
“income” taxes are not true income taxes and 
would not have to be discontinued)12 would be 
impaired by $40,000. There would, therefore, have 
to be some financial readjustment between the 
Province and some at least of its municipalities. 

In spite of the substantial net improvement 
indicated in the financial position of the Provincial 
Government, New Brunswick would still require an 
adjustment grant. New Brunswick (Province and 
municipalities) is at present spending little more 
than half what the Commission estimates would be 
necessary to bring its education and public welfare 
services to the real (although not dollar) national 
per capita average. The explanation of this is 
found in New Brunswick’s lack of taxable capacity, 
and in the heavy drain of its unproductive debt 
burden. Consequently, although New Brunswick 
would gain, in round figures, some $1,300,000 under 
the general provisions of the Plan, the Commis- 
sion recommends an annual National Adjustment 
Grant of $1,500,000. This is chiefly to make 
provision for increased expenditure on education 
and public welfare (in approximately equal parts) 
but some allowance has also been made for a 
moderate expansion in public domain and develop- 
mental expenditures. Although the adjustment 
proposed would not permit New Brunswick to 


extend its educational and public welfare services 
to the statistical Canadian average, the Commission 
believes that its recommendations provide for 
approximate real equality, and notes that its 
calculations (which are admittedly most tentative 
and approximate) show New Brunswick to be 
undertaxed in relation to the Canadian average, 
by more than enough to make up the statistical 
gap should its citizens so wish. (As in Nova Scotia, 
there is at present no provincial personal income 
tax, and implementation of our recommendations 
would lead to an increased, although in no sense 
an unjust, burden on the wealthier citizens.) 

The resulting surplus, which is expected to 
provide for expanded educational, welfare, and to 
a small extent, developmental services, is large in 
relation to total current expenditures, but not in 
relation to New Brunswick’s needs if the Govern- 
ment of that Province is to be put in a position to 
supply the average Canadian standard of social 
services and education to its citizens. The Com- 
mission does not believe that any attempt to 
direct or control the expenditure of this surplus is 
necessary, desirable, or compatible with provincial 
autonomy. 

The Provincial Government’s budget, before 
giving effect to any increases in current expendi- 
tures on education, welfare, or developmental 
services, would (on the basis of 1936-39 figures) be 
approximately as follows:— 


BUDGETARY POSITION OF NEW BRUNSWICK UNDER PLAN I 
(On the basis 1936-39 figures) 


Provincial revenues | An SO ame. 6 as a $5;100;000 1 Wixpenditures )i sity dl aielole bose enayatorn ety mete $4,350,000 
National Adjustment Grant................. 1,500,000 Serplra™ |e. ah Caren ....- 2,250,000 


$6,600,000 


$6,600,000 


*Surplus available for expansion of education, welfare, and developmental expenditures, directly or 
through municipal subsidies, and for reduction of taxation. 


12 Municipal taxation in general in New Brunswick ig 
governed by The Rates and Taxes Act (R.S.N.B. (1927), c. 190) 
which applies to all parishes, cities, and towns in the Province 
unless (as is often the case) they are governed by some other 
law. By this Act one-sixth of the sum to be raised is levied as 
a uniform poll tax on males of full age, and the remainder is 
levied uniformally on assessable property (real and personal) and 
income. 

Great variations exist in methods of assessment, and fre- 
quently an arbitrary income value is set which is far less than 
the actual income. Exemptions allowed also vary, and in some 


cases women workers are assessed and in others not. After 
considering the characteristics of this tax and its administration, 
its place in the New Brunswick municipal revenue system, and the 
New Brunswick municipal revenue system in relation to those in 
other provinces, the Commission believes it more accurate to treat 
it as roughly the equivalent of a property tax. It has also some 
characteristics of a poll tax. This does not apply to the Saint John 
income surtax, which imposes a graduated tax (rising from 1] per 
cent to 3 per cent) on income as defined for Dominion taxation, 
and is unquestionably a real income tax which would be suspended 
under Plan I 
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4. Tun PrRovINcs oF QUEBEC 


Quebec consists of a number of regional economies 
of unique diversity.13 The great commercial 
entrepot and financial centre of Montreal, which 
lives by handling and processing the goods which 
flow through it, is at once both completely 
dependent on the national transcontinental 
economy, and one of its main pillars. Surrounding 
Montreal is a tributary agricultural, industrial, and 
resort area integrated, through Montreal, with the 
national economy. North of the St. Lawrence are 
a dozen huge modern mass production units, with 
small tributary areas, depending entirely on world 
metal and forest product markets. In the Lower St. 
Lawrence basin and on the northern frontier are 
several sub-marginal areas existing on a pioneer 
basis of self-sufficiency. Every phase of the Cana- 
dian economy is represented, and virtually every 
period of Canada’s economic history. But bridging 
the centuries and economic extremes is a remark- 
able homogeneity of traditions, ideals, and culture, 
which often obscures the vital differences in 
economic interests. All these factors are reflected, 
to some extent, in Quebec’s financial history and 
present financial position. 

The economic changes of the twenties, which 
brought increasing specialization, industrial concen- 
tration, and urbanization, proceeded without gov- 
ernmental assistance or interference, and brought 
prosperity. The depression of the thirties, however, 
proved the structure a very vulnerable one and 
made necessary government intervention on a 
hitherto unknown scale. Defensive action in the 
form of relief and public welfare, and constructive 
action in the form of colonization, agricultural aid, 
highway construction, and development of resources, 
put a tremendous financial strain on Quebec gov- 
ernments and institutions just at a time when their 
revenues were dwindling and their whole economic 
basis was in jeopardy. 

The Provincial Government’s financial position 
is only a part of the picture. To an extent 
unparalleled in other provinces, religious bodies 
have supported welfare and educational services. 
Local governments have also carried an exception- 
ally large proportion of combined provincial- 
municipal responsibilities, and under depression 
conditions, have been strained nearly to the breaking 
point. 

The role of religious institutions in Quebec 
requires special mention for financial reasons, 
because these bodies have habitually provided 


18 Book I, Chap. VII. 
14See Appendix 5—Esdras Minville, Labour Legislation and 
Social Services in the Province of Quebec. 


educational and welfare services which in other 
provinces have been for the most part the respon- 
sibility of the state. This fact makes comparisons 
with other provinces particularly difficult, and 
from some of the submissions made before the 
Commission it would appear that there are frequent 
misapprehensions as to the efforts being directed 
towards educational and welfare services in Quebec. 
Unfortunately, accurate statistics of the monetary 
equivalent of the contribution of the Church are 
not available; for example, most of the personnel 
are paid only nominal salaries. To allow for this 
factor the Commission has assumed that the con- 
tributions of religious institutions and the fees paid 
by pupils and other beneficiaries have brought 
education and welfare expenditures in Quebec to 
the national average. In view of other direct 
estimates of this contribution!4 the assumption 
does not appear unreasonable, although the amount 
involved is very large. In the absence of any 
precise statistics this is the only procedure open, 
since it would be absurd to suggest that the educa- 
tional and welfare services in Quebec are inferior 
to those in other provinces to the extent to which 
the expenditure of public funds in Quebec falls 
below the per capita expenditure in other provinces. 

Quebec is the only province in which the muni- 
cipal debt substantially exceeds the provincial 
debt. This is a reflection of the past delegation of 
materially greater responsibilities to local govern- 
ments than in other provinces. This delegation 
has also, of course, been an important factor in 
explaining the smallness of the per capita debt of 
the Quebec Provincial Government in relation to 
other provincial governments. As we have noted 
(p. ..), it was necessary to give weight to this 
special factor in our financial proposals, and 
consequently, in order to establish approximate 
uniformity of treatment between all provinces, the 
Commission has recommended that the Dominion 
assume the larger of either the net debt service 
of the Provincial Government or 40 per cent of the 
total net debt service of Provincial and municipal 
governments. The latter formula would apply only 
in the case of Quebec, but would in that case be 
very important, for in addition to relieving the 
Provincial Government of its total net debt 
service, Quebec municipalities would save approxi- 
mately $5 million a year in interest and $2 million 
a year in sinking fund payments. 

Apart from consideration of any adjustment 
grants, the general principles of the Plan would, 
if applied to Quebec in 1937, produce the following 
results :— 
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EFFECT OF GENERAL PROVISIONS OF PLAN I ON QUEBEC 
(1937 Base) 


PRovINCIAL GOVERNMENT 


Cr. 


Net debt service assumed by Dominion...... $ 6,868,000 
Relief to employables assumed by Dominion. 11,454,000 
Savings on tax collection costs.............. 626,000 


$18,948,000 


SOLU TUNES te es! halle) eisca tate sentele tei ialbe @ eretealats 
Relief works charged to capital account...... 


3,155,000 
1,386,000 


$23 489,000 


Loca GovERNMENTS 


Cr, 
Relief to employables assumed by Dominion.$ 7,829,000 
Debt ‘interest. transferred.).... 0.00.00 0s «0 4,975,000 
1,857,000 


$14,661,000 


It remains to consider whether the figures for 
1937 are a sound basis on which to calculate the 
effect of the Plan on the Province and its muni- 
cipalities, and whether or not Quebec should 
receive a National Adjustment Grant. It should 
be noted, to begin with, that as Plan I contem- 
plates a single personal income tax at uniform 
rates throughout Canada, taxpayers living in 
Quebec would pay a much heavier income tax 
than at present (although residents of the Mont- 
real metropolitan area would be relieved of the 
municipal income tax). The same thing is true 
of other provinces which have no provincial income 
tax but the amounts involved are small in com- 
parison with that in Quebec. 

In the case of Quebec the taxes which would be 
transferred under the Commission’s recommenda- 
tion are succession duties and corporation taxes, 
since no personal income tax is now levied by the 
Province. Succession duties, which fluctuate greatly, 
yielded less than $3 million in 1933/34 and more 
than $11 million (an all-time peak) in 1937/38. 
The changes in rate account for but a fraction of 
this variation. The selection of the peak year for 
the purpose of calculation shows the loss of revenue 
to Quebec at its maximum and the improvement 
in the financial position of Quebec as shown in 
the foregoing table is correspondingly reduced. 


Dr. 
Taxes transferred to Dominion.............. $18,662,000 
Former SUDSIE eR Er eseh ssl cjes¢ ie ei lallelatce ails 2,592,000 
$21 254,000 
Improvement in financial position before 
considering the need for a National 
Adjustment tGrant).x wii sie sia 4a eae 2,235,000 
$23,489,000 
Dr. 
Income taxes surrendered...............0+- $ 1,694,000 
Gain to local governments................. 12,967,000 


$14,661,000 


Corporation taxes are expected to yield $2 million 
more in 1939/40 than in 1937/38 as a result of an 
increase in rates. It should be noted, however, 
that the Commission’s mining tax apportionment 
proposal would give Quebec a substantial, and in 
all probability a rapidly expanding, revenue from 
that source. It should further be noted, in weigh- 
ing the debits and credits of the proposed transfers, 
that Quebec’s net debt service will increase about 
$2.2 million from 1937 to 1939. The cost of 
unemployment relief may be expected to vary 
from year to year, but our economic analysis 
indicates that it will be more persistent in Quebec 
than in most other provinces. 

The purpose of a National Adjustment Grant in 
the case of Quebec would not be to improve 
educational and social services, since we have, for 
reasons given above, assumed that these are main- 
tained at the Canadian average. The purpose 
would be to balance the Quebec budget, which 
is at present running a serious deficit, without 
forcing the Province to increase the burden of its 
taxation. This, as a proportion of the income of 
the people, already exceeds the Canadian average. 
An effect of the adjustment grant recommended 
would be to make it possible to maintain develop- 
mental expenditures at nearly their present level. 
The annual National Adjustment Grant which the 


Commission recommends is $8 million. This is 
about the average of the provincial deficits for the 
last few years, and under Plan I the expendi- 
tures of which the Province (as distinct from its 
municipalities) will be relieved are roughly 
equivalent to the yield, at present rates, of the 
taxes which it will relinquish. 
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Provincial revenues and expenditures have 
expanded notably in recent years, and 1936-39 is 
consequently not a completely satisfactory base to 
illustrate the operation of the Plan. Based on 
the actual returns for 1938/39, and the estimates 
for 1939/40, the budget under Plan I would appear 
in round figures as follows:— 


BUDGETARY POSITION OF QUEBEC UNDER PLAN I 
(On the basis 1938-39 figures) 


Or, Dr. 
PTOVineIal FEVCOUES ur eee eee ce gs bees s $39,800,000 OB xpenainres eo Salts isiere'e s'a sree eeiae cs $46,800,000 
National Adjustment Grant................ BQ00 000 SUPERS ei fo tas bas Puc selee's sve aisa'h sie sun's 1,000,000 
$47,800,000 $47,800,000 


“Surplus available for expansion of developmental expenditures and for reduction of taxation. 


There is also the saving in relief costs, interest 
and sinking funds to municipalities—on the 1937 
basis of about $13 million. The municipal benefits 
also provide, to some extent, direct relief to the 
Provincial Government, since its financial position 
is affected by the difficulties of the chief muni- 
cipalities. How the saving on debt service should 
be apportioned among them is, of course, a matter 
to be determined by the Provincial Government. 
But it may be assumed that a large proportion of 
the saving would accrue to the benefit of Montreal, 
and it is possible that advantage might be taken 
of this opportunity for a thorough reorganization 
of the finances of the metropolitan area.15 


18 See Section B, Chap. VIII. 


Statistically the effect of the proposed relief would 
be to reduce municipal expenditure in Quebec by 
about 15 per cent. This would convert the 
present over-all deficits into comfortable surpluses, 
greatly improve the credit situation, and permit a 
measure of tax reduction. This reduction is 
particularly desirable as our calculations indicate 
that existing provincial and municipal taxation 
in Quebec is substantially above the Canadian 
average. Under the present system, on the other 
hand, taxation would have to be increased still 
more above the national average to wipe out the 
chronic deficit. Reduction will give provincial and 
municipal revenues an elasticity and potential 
reserve lacking at present. 
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5. Tue PRovINCE oF ONTARIO 


Two causes combine to make Ontario the 
wealthiest province in Canada. Added to the rich 
agricultural lands and favourable climate of Western 
Ontario, the timber and mineral resources of 
Northern Ontario, the manufacturing advantages 
in her power and transportation facilities and 
proximity to the industrial heart of the United 
States, is the strategic and dominating position 
Ontario occupies in the whole Canadian economy.1& 
But just as Ontario’s natural advantages, combined 
with national policies, have made it the industrial 
and financial centre of the Dominion, and the 
logical concentration point for the profits and 
fortunes of the outlying regions, they have linked 
Ontario’s fortunes closely to those of every section 
of the country, and have made it sensitive and 
vulnerable to regional disasters and bankruptcies 
outside its borders. Ontario cannot fail to share 
in prosperity elsewhere in the Dominion, nor can 
it remain unaffected by regional impoverishment 
in any part of the Dominion. But the gains and 
the losses to the people of the Province do not 
offset each other as they fall on different groups. 
Anything which stabilizes conditions in Canada 
and which makes it possible for other provincial 
governments to maintain the level of their services 
even in times of depression will be of great benefit 
to the people of Ontario and to the financial 
stability of the Province. The citizens of that 
Province, who pay nearly half the federal taxes, 
and who pay twice as much to the Dominion as 
to the Provincial Government, have a very direct 
and immediate interest in seeing Dominion and 


provincial finances put on a rational and business- 
like basis. They are vitally concerned in main- 
taining the solvency of other provinces, for the 
drastic and arbitrary readjustments which would 
become necessary in the case of widespread 
insolvency would cause far more harm to them; 
because of effects on their investments and their 
markets, than any preventive measures are likely 
to cost them. The Commission’s recommendations 
which are designed to ensure the solvency and 
stability of the finances of all provinces are, there- 
fore, of enormous importance to Ontario and to 
its citizens and must be considered with an eye 
to the possible alternatives. One of the alterna- 
tives—the present system, modified by Dominion 
assumption of relief for unemployed employables,— 
will be described in detail in a later chapter as 
Plan II. In comparison, Plan I will appear as the 
more attractive way for Ontario to meet the financial 
risks inherent in its position as the keystone of the 
Canadian economy. The direct benefits to Ontario 
governments which the Commission’s recommenda- 
tions would produce are important, but might not 
in themselves justify such sweeping changes as are 
proposed. The case for Plan I as it affects Ontario 
must rest on the much more basic and important 
benefits which industries, taxpayers, and investors 
in Ontario will gain from nation-wide improve- 
ment. 

Under Plan I the financial credits and debits to 
the provincial and local governments may be 
summarized as follows, based on the year 1937:— 


EFFECT OF GENERAL PROVISIONS OF PLAN I ON ONTARIO 
(1937 Base) 


ProvINcIAL GOVERNMENT 


Cr. Dr 
Net debt service assumed by Dominion...... $18,539,000 Taxes transferred to Dominion.............. $28 932,000 
Relief to employables assumed by Dominion. 8,347,000 Former subsidies .............eeececcecees 2,941,000 
Savings on tax collection costs.............. 1,099,000 ————— 
—_—_———— $31,873,000 
$27,985,000 
Improvement in financial position before 
Subsidies to municipalities discontinued..... 2,921,000 considering need for a National Adjust- 
Sinking funds discontinued......)...+.5.4.0+ 1,041,000 MENT ATEN oles con eiay La cvs wasps conte a totale 5,326,000 
Relief works charged to capital account..... 5,252,000 aeeAMT 
$37,199,000 


$37,199,000 


LocaL GovERNMENTS 


Cr. 
Relief to employables assumed by Dominion.$ 5,209,000 
Municipal relief ‘workst..20) 0)... a 100,000 


$ 5,309,000 


Atel sy (alah ata: nl gai ele ee $ 2,921,000 
2,388,000 


$ 5,309,000 


Provincial subsidy 
Gain to local governments.. .. .. .. .. « oe 


16See Book I, Chap. VII. 


In 1937 the Plan would, therefore, have improved 
the financial position of the Provincial Govern- 
ment by $5,326,000 and that of the municipalities 
by $2,388,000. These improvements, of course, in 
large part result from burdens imposed on the 
Dominion and therefore ultimately on Dominion 
taxpayers. 

It is naturally very difficult to say whether or 
not the year 1937 can be considered as a good 
guide to conditions in later years. But a number 
of the relevant factors may be examined. The 
yield of succession duties (one of the taxes to be 
given up by the Province) was exceptionally high 
in 1937 when it was at an all-time peak of 
$20,214,000, exceeding the last ten year average by 
some $8 million and the estimates for 1939/40 by 
more than $3 million. Thus the sacrifices to be 
made by the Ontario Government are to some 
extent exaggerated by use of the 1937 figures. 
Moreover, the benefits resulting from Dominion 
assumption of net interest charges are understated 
as the Ontario budgetary estimates provide for an 
increase of $2 million in this item by 1939/40. The 
mining tax rebate to the Ontario Government is 
a rapidly growing sum (although, of course, it will 
at times fluctuate sharply, and will eventually 
decline), and it is a substantially larger proportion 
of total mining taxation than the Provincial 
Government now receives. On the other hand, it 
is possible that the figures for unemployment relief 
are higher for 1937 than they will be in future 
years, and if this optimistic conjecture were real- 
ized the benefit to Ontario governments from the 
application of Plan I might be reduced, might 
disappear entirely, or might even in prosperous 
years be converted into a loss. But just as benefits 
to Ontario would come in the main from the pockets 
of Dominion taxpayers, and as to nearly half their 
amount from the pockets of taxpayers resident in 
Ontario, so any loss which Ontario might appear to 
sustain in a prosperous year would take the form 
of a benefit to Dominion taxpayers, nearly half of 
which would accrue to taxpayers resident in Ontario. 
In contrast with this optimistic forecast we can 
consider the year 1933, in which relief expenditures 
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were high and revenues lagged. In that year the 
application of Plan I would have improved pro- 
vincial finances in Ontario by $15 million and 
municipal finances by $4 million. It thus appears 
that the effect of Plan I, as regards Ontario alone, 
would be to ensure it against the worst calamities 
of bad years at the cost of some sacrifice in excep- 
tionally good years. This “compulsory insurance’’, 
if we may so designate it, is a low price to pay to 
safeguard the financial stability of all the Canadian 
provinces and the autonomy which is closely linked 
with that stability. 

Analysis of the budgetary position of the 
provincial and municipal governments which would 
result from the operation of Plan I makes it clear 
that Ontario does not require a National Adjust- 
ment Grant. The per capita expenditures on 
education and social welfare in that Province are 
about 10 per cent above the Canadian statistical 
average. Even after allowance has been made for 
the higher costs in Ontario than in some other 
provinces there seems no doubt that the quality 
of the services is well above that of those provided 
by most other provinces. This high standard can 
be maintained under Plan I, as it is now, by taxa- 
tion which is less burdensome than that which is 
imposed by other provinces. There is no sugges- 
tion that Ontario should not continue to provide 
these services but there is also clearly no claim 
for national assistance to maintain these standards. 

Municipal governments would lose the provincial 
subsidy, originally paid in lieu of income tax, of 
some $3 million, but would be relieved of relief 
costs which in 1937 were somewhat more than $5 
million. The net gain is accordingly small—some- 
thing less than 2 per cent of municipal budgets. 
However, the financial position of Ontario muni- 
cipalities, as a whole, is now outstandingly the 
strongest in Canada, and the transfer of respon- 
sibility for unemployment would remove the one 
constant threat to the financial security of the 
industrial centres. 

The provincial budget, based on the 1936-39 
average, would be approximately as follows under 
Plan I:— 


BUDGETARY POSITION OF ONTARIO UNDER PLAN I 
(On the basis 1936-39 figures) 


Prowincial revenues: ....... FTI a SOT BOO OG UME RBCOUPOUTOR ick a alee e binccice eae enseesn ay $52,600,000 


SORNTMER ESO Paths hs vin is laseiya’s. © ‘ale eye al vive as sa 4,700,000 


$57,300,000 


“Surplus available for expansion of education, welfare, and developmental expenditures, directly or 
through municipal subsidies, and for reduction of taxation. 


8336—7 
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6. THe PRovINCE oF MANITOBA 


It is perhaps not generally realized how far 
Manitoba has moved from the pioneer prairie 
economy stage. The production of wheat, and the 
handling of wheat produced in Manitoba and 
Saskatchewan, together with ancillary industries 
are still the major activity of the Province. But 
the period of dynamic expansion and construction 
which was long associated with the developing 
wheat industry has definitely passed. The economy 
has suddenly become static and adjustments have 
had to be made. Added to the shock of this major 
reorientation was the sequence of droughts and 
disastrously low prices which reduced prairie 
agricultural income from the 1928 peak of $435 
million to a 1930-37 average of $80 million. That 
these blows were not completely overwhelming is 
evidence not only of the tremendous capacity of 
the primary industry to absorb punishment, but 
also of the existence of new elements of strength 
and diversification and of a more mature and 
firmly established economy than had been gener- 
ally realized. Winnipeg, which is the metropolitan 
centre of Saskatchewan as well as of Manitoba, 
was hit terrifically hard, but what taxable income 


did exist in the area was concentrated there, and 
was garnered by the Government of Manitoba. (In 
fact, the Manitoba 2 per cent special income tax, 
paid largely by Winnipeg, was the heaviest income 
tax on low income groups in North America.) + 
Bumper crops in Manitoba and somewhat 
improved prices in 1937 and 1938 have substantially 
eased the strain, but the Saskatchewan débdcle 


‘prevented any real recovery. Winnipeg’s position 


in relation to Saskatchewan, which had proven so 
advantageous during the period of expansion and 
prosperity, contained serious elements of liability 
during the depression. The unemployed naturally 
gravitated to Winnipeg, and the burden of main- 
taining the governmental and commercial overhead 
fell largely on that City. The City’s own finances 
were thus under a double strain, and only the very 
strong position in which it entered the depression 
and the healthy financial condition of its utilities 
enabled it to carry on.17 

Apart from consideration of a National Adjust- 
ment Grant, the general principles of Plan I would, 
if applied to Manitoba in 1987, produce the 
following results:— 


EFFECT OF GENERAL PROVISIONS OF PLAN I ON MANITOBA 
(1937 Base) 


PrRovINcIAL GOVERNMENT 


Cr. Dr. 
Net debt service assumed by Dominion...... $3,701,000 Taxes transferred to Dominion.............. $4,731,000 
Relief to employables assumed by Dominion.. 2,584,000 Former subsidies ...................0-e000- 1,703,000 
Savings on tax collection costs............... 202,000 *750,000 
$6,487,000 $7,184,000 
Improvement in financial position before 
START EULER UMN tre EU RAMAN) ARMS ROR 378,000 considering the need for a National 
Relief works charged to capital account...... 320,000 Adjustment Grantmnee ewes eee ey, ahean 1,000 
$7,185,000 $7,185,000 
Loca, GovERNMENTS 
Cr. Dr. 
Relief to employables assumed by Dominion. .$2,050,000 
Municipal ‘relief works). 5 )ilcip siets'di. #0 <0 duet 407,000 
$2,457,000 Gain to local governments................- $2,457,000 


* Special grant following Bank of Canada investigation. 


17 For extended account of the City’s difficulties see Ex. 19, 


: t Reduced to one per cent in 1938. 
Brief of City of Winnipeg, Ev. pp. 905-48. 


It remains to examine the general level of 
educational, welfare, and developmental services, 
and to determine whether Manitoba requires an 
adjustment grant. Manitoba’s expenditures on 
these services have been progressively reduced, in 
relation to the rest of the country, since the 
twenties; combined provincial and municipal 
expenditures have fallen from 7 per cent more 
than the national average in the twenties to 9 
per cent below it today.18 To provide services 
up to the national average would require approxi- 
mately $1,100,000 more a year. (In Manitoba, as 
in the other Western Provinces, the lack of endowed 
universities throws a somewhat heavier burden on 
current public expenditures than is the case in 
Eastern Provinces.) Manitoba has also reduced 
highway expenditures by some $200,000 (annual 
average 1936-39) below the 1928-31 average. 
(Owing to the transfer of natural resources to the 
Province in 1930 comparisons of developmental 
expenditures cannot be made.) Consequently, for 
these purposes, and to meet the deficit which would 
still remain under the general provisions of Plan I, 
the Commission recommends an annual National 
Adjustment Grant of $2,100,000. 


To summarize the effect of the Commission’s 
proposals, the financial position of Manitoba’s 
municipalities would be improved by some $2 to 24 
million a year, converting current deficits of about 
$14 million into surpluses of equal amount. The 
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Province of Manitoba would be left with current 
expenditures on the basis of present budgets of $9 
million a year (of which nearly 60 per cent would 
be on education and welfare, and 20 per cent on 
highways and development), revenues from local 
sources of $8 million, and an adjustment grant of 
$2,100,000. The largest items in the remaining 
provincial revenues would be gasoline taxes, liquor 
control profits, and automobile licences; these, and 
the other remaining taxes, are relatively stable 
with the notable exception of liquor control profits, 
which fell $1 million from 1930 to 1933 and have 
since recovered three-quarters of the loss. Recur- 
rence of such a fluctuation would be serious 
(although total liquor control profits are less than 
the deficit under the present system, in the 1939 
budget estimates) but the recommended transfer of 
taxes to the Dominion, and their establishment at a 
uniform level, would materially reduce the income 
taxes paid by Manitoba citizens, and would presum- 
ably provide the Provincial Government with 
reserves of taxable capacity in case of emergency. 
The redistribution of taxes recommended by the 
Commission would transform Manitoba from one 
of the most heavily taxed areas in the Dominion, 
as at present, to one with approximate average 
level of taxation in relation to normal income. 

Under the terms of Plan I, and before the new 
expenditures for which the adjustment grant would 
provide, the provincial budget would appear as 
follows (based on the 1936-39 average) :— 


BUDGETARY POSITION OF MANITOBA UNDER PLAN I 
(On the basis 1936-39 figures) 


. Cr. Dr. 

PerOWiNClAl FOVENUGCE Ms sec Gla lec cee eee SS COUN DY REECE CS ye aN Ls Sie eh 3 pvc sl ahh eid ie aie $ 9,000,000 

PMatvionalpadjustment Grants tw.) se OO OOO St ERPMER CSU Se shee cle: clsta «0 sielaiereus.aia'n iss96 Acaten 1,300,000 
$10,300,000 $10,300,000 


“Surplus available for expansion of education, welfare, and developmental expenditures, directly or 
through municipal subsidies, and for reduction of taxation. 


18 For ‘condition of education, social services, etc., in the 
Province, see Ex. 6, Bri f of Man. Pt. R 


8336—73 
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7. THE PROVINCE OF SASKATCHEWAN 


The people of Saskatchewan have suffered a 
reduction in income during the last decade which 
has probably been unparalleled in peace-time in 
any other civilized country. Net agricultural 
income averaging some $200 million a year in the 
late twenties fell to an actual negative amount 
in 1931 and 1932, and was only about one-tenth 
of that average in 1937. Total provincial income 
(after including federal relief payments in the 
province) fell in the thirties by more than half, 
and in the worst years by two-thirds of the 1926-29 
annual dollar average.19 


The impact of this blow on government revenues 
has, of course, been coupled with new demands 
for government assistance on an unprecedented 
scale. There not only existed the problem of 
maintaining, on occasion, more than half the 
population, but also the problem of supplying the 
major industry’s raw material and operating costs 
in order to keep it in production. The contingent 
liability of such a highly specialized economy, 
dependent for prosperity on a combination of two 
major uncontrollable factors—crop yields (in a 
hazardous climate) and world marketing condi- 
tions (in a speculative trade)—was brought home 
with shattering force. Unlike more diversified and 
self-sufficient economies that could, in a pinch, live 
in some fashion on their own resources, the operat- 
ing costs of the industry, the fixed charges of the 
industry, and the very subsistence of the popula- 
tion had to be met in cash. 

There was no possibility of financing the new 
responsibilities from current local revenues. Fixed 
charges and cash operating costs had virtually 
wiped out the net income of the major industry, 
and no concentrations of past income and wealth 
remained in the Province in liquid or taxable form. 
Rural municipal tax collections, for example, fell 
from $18 million in 1929/30 to $4,800,000 in 


12 See Appendix 4—National Income. 


1937/38. There was also no possibility of borrowing 
the necessary money from commercial sources, since 
the altered outlook for Saskatchewan’s main 
product, the growing scepticism of Saskatchewan’s 
ability to recover its productive power, and the 
growing burden of debt and agitation for drastic 
debt reduction measures, shook Saskatchewan’s 
credit. Yet Saskatchewan had been, in many ways, 
the mainspring of the transcontinental economy, 
and it was recognized as a national necessity, as 
well as a national duty, to maintain the industry, 
people, and organization of the area. Dominion 
relief on a very large scale and, for a while, 
Dominion assistance to provincial financing served 
as a stop gap. 

But the experience of Saskatchewan illustrates 
the weaknesses in the present division of financial 
and constitutional powers and responsibilities in 
Canada, and our inability to grapple effectively 
with any such emergency within the framework 
of the existing system. It should not be suggested 
that the Commission’s recommendations are based 
on the abnormal conditions which have prevailed 
in Saskatchewan—in fact, as noted subsequently, 
certain special assistance is necessary in the case 
of Saskatchewan in addition to the general pro- 
visions of Plan I. But the position of Saskatchewan 
does serve as an extreme and vivid example of 
the vulnerability and impotence of the present 
system in the face of unfavourable regional develop- 
ments; of the arbitrary, inefficient, and wasteful 
extra-constitutional transfers and palliatives which 
must be resorted to in desperation; and of the crying 
need for adjustments in the present public financial 
system to bring it more in line with the modern 
Canadian economy and world conditions. 

Apart from consideration of any adjustment 
grant, the general principles of Plan I would, if 
applied to Saskatchewan in 1937, produce the 
following results:— 


Se ee 
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EFFECT OF GENERAL PROVISIONS OF PLAN I ON SASKATCHEWAN 
(1937 Base) 


PRovINcIAL GOVERNMENT 


Gr: Dr. 
Net. debt service assumed by Dominion...... $ 6,083,000 Taxes transferred to the Dominion......... $ 1,553,000 
Relief to employables assumed by Dominion. 9,776,000 Former subsidies .....................0.000. 2,120,000 
Savings on tax collection costs.............. 72,000 *3,500,000 
$15,931,000 $ 7,173,000 
Improvement in financial position betore 
considering need for a National Adjust- 
SST TOC eats halle steht enue oh dis0h a's 4 «i 3 28,000 PIM CALA UG Nae con's Kal slet eis W's 0 Ah URMAND «death 8,786,000 
$15,959,000 $15,959,000 
Loca GovERNMENTS 
Cr. Dr. 
Relief to employables assumed by Dominion.$ 500,000 Gain to local governments................. $ 500,000 


* Special grant following Bank of Canada investigation. 


The 1937 figures (ie. fiscal year 1937/38) can- 
not be taken as normal in Saskatchewan. On the 
one hand, a very large portion of the relief expendi- 
tures?9 is only nominally provincial; as in previous 
depression years these expenditures were made on 
provincial account, but were financed by Dominion 
loans, many of which have already been written off. 
(The interest on the remainder is capitalized 
annually.) 


On the other hand, Saskatchewan revenues and 
expenditures in that year reflected the abnormal 
crop conditions. The Government was running at 
a huge deficit in spite of the most severe retrench- 
ment of education, welfare, developmental and 
general government expenditures. Total provincial 
and municipal expenditures on education, for 
example, were cut 40 per cent from 1930 to 1937. 
The average salary for rural teachers (male, First 
Class) fell from $1,160 in 1930 to $512 in 1936,21 
and in many cases the reduced salary was paid 
largely in the form of notes which could only be 
cashed at a heavy discount. The Commission has 
accordingly attempted to estimate the budgetary 


20 The cost of relief to be transferred to the Dominion includes, 
in this case, a certain amount of 3 shia es relief as well as 
relief for employables. It was thought more realistic in the case 
of Saskatchewan to show as transferred to the Dominion that 
portion of agricultural relief which the Dominion did in fact 
assume. 


21 Bx. 62, Brief of the Saskatchewan Teachers’ Federation. 


position of Saskatchewan under “normal” condi- 
tions, and to make special allowance for abnormal 
crop failure conditions. 


The Commission’s estimate of Saskatchewan’s 
budgetary position, on the basis of reasonable 
economic expectations in the near future, shows 
that Saskatchewan needs a fixed annual adjust- . 
ment grant (supplementary to the general transfers 
recommended under Plan I) of $1,750,000 a year. 
Such a payment, however, combined with the 
improvement in the Government’s fiscal position 
under the general terms of Plan J, would not 
provide for maintenance of services at the national 
average under existing circumstances. Education, 
welfare, and development expenditures in Sas- 
katchewan have been cut to a level which not 
only prevents the maintenance of reasonable 
standards in Saskatchewan but threatens standards 
throughout Canada.22 For example, there is lack 
of hospital-bed accommodation for about one- 
third of the serious mental cases. Inferior standards 
of education and public health services have insidi- 
ous but extremely injurious effects on both the area 
immediately concerned and the rest of the country. 
Particularly in time of depression, when personnel 
affected by disproportionate wage cuts cannot 


22 For account of reduction in services see Ex. 34, Brief of 
Sask., pp. 273ff. 
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readily shift, and when individuals as well as the 
community continue running to some extent on 
accumulated reserves and along traditional lines, 
standards may be maintained. But over any long 
period of time the quality of the service adjusts 
itself to the new economic level. This process 
makes certain superficial financial savings to the 
governments and taxpayers concerned, but leads 
to economic loss and wastage, human suffering, 
and ultimately, serious impairment of provincial 
autonomy and national strength. 


To meet the special circumstances of Saskatche- 
wan the Commission accordingly recommends, in 
addition to the National Adjustment Grant, an 
emergency grant. For purposes of illustration only, 
the figure suggested for 1937 is $4 million; for 1938 
$4 million; and for 1939, on the basis of budget 
estimates, $2 million. As has been explained, the 
emergency grant would not be irreducible, but 
would be subject to annual review, and under 
normal conditions should disappear entirely. 


The improvement in the Government’s fiscal 
position, which would result from the general provi- 
sions of Plan J, together with the Adjustment 
Grant and the emergency grant (a total of $144 
million in 1937) would leave the Provincial Gov- 
ernment, on the basis of current expenditures which 
have been pared to the bone, with a surplus 
of $2,693,000 in 1937. This is approximately the 
amount which the Commission estimates to be 
required to restore Saskatchewan’s education, 
welfare, and development expenditures—not to 
their former level—to the national average. (The 
dollar average in the case of Saskatchewan is 
taken as approximately the real average.) The 
gain to Saskatchewan municipalities from Dominion 
assumption of relief for employables is $500,000— 
obviously an inadequate sum under the special 
circumstances of 1937. But by putting the 
Provincial Government in a position to make good 
the deficiencies in the chief municipal responsi- 
bilities—education and welfare expenditures—the 
Commission believes that provision has been made 


for alleviating the worst effects of such disastrous 
years, and for putting municipal finances on a 
stable basis over an average cycle. 

It should be added that the level of provincial 
and municipal taxation in Saskatchewan, after 
giving effect to the Commission’s proposals, would 
be above the national average in relation to income 
during such abnormal depression years as we have 
been considering, but that it should be at the 
national average when provincial income rises to 
figures which would permit discontinuance of the 
emergency grant. 

In a province where government revenues 
fluctuate only less extremely than the provincial 
income, the future budgetary position of Sas- 
katchewan under the Commission’s proposals 
cannot be set forth with the same degree of 
approximation as in other provinces. The 
emergency grant is designed, of course, to meet 
the more violent of these fluctuations and introduce 
a greater degree of flexibility in the operation of the 
Plan. 

Because of this special feature in the case of 
Saskatchewan, the effect of the implementation of 
the Commission’s recommendations on the pro- 
vincial budget, before increasing expenditures to 
bring services up to the national average, may 
be best illustrated by. the individual years from 
1936 to 1939, rather than by an average. 


BUDGETARY POSITION OF SASKATCHEWAN UNDER 
PLAN I 


1936 1937 1938] 1989 
$000 | $000 | $000 | $000 
9,700} 11,150} 12,500 


Provincial Revenues ........,.. 10,050 


National Adjustment Grant. ....| 1,750} 1,750] 1.750| 1,750 
Emergency Grant...........5.. 1,500} 4,000) 4,000}; 2,000 
SEALS WN TRA ts ~ 13,300| 15,450] 16,900| 16,250 
Expenditures). sy cals. sleiele eet "11,000 ~ 12,800 i 14,300 "13,300 
%Surplusee Ns os es eke ~~ 2,300 2,650 2,600 "2,950 


* Surplus available for expansion of education, welfare, and 
developmental expenditures, directly or through municipal subsidies, 
and for reduction of taxation. 
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8. THE PROVINCE OF ALBERTA 


Alberta contains both the last important 
undeveloped agricultural frontier of Canada, and 
a varied assortment of resources, and these give the 
Province a broader and more diversified economic 
base and a more promising outlook than the other 
Prairie Provinces. Fluctuations in agricultural 
income have been extreme, although consistently 
better crop yields have made them less so than 
in Saskatchewan, and their effect on the total 
provincial income has been tempered to some 
extent in recent years by oil, mining, construction, 
and industrial development. Alberta is still in the 
stage when, under normal conditions, one would 
expect large scale capital investment and rapid 
expansion. These expectations have been defeated 
in recent years by drought and low prices, and by 
political factors. 

Because of the possibilities which exist to increase 
income and welfare generally in Alberta if new 
capital investment is made, it is of common concern 
to re-establish Alberta’s credit and to provide con- 
ditions which will inspire investors with confidence. 

Whether default was necessary or not at the 
time it occurred is of less importance at the 
moment than the fact that it now exists. To 


escape from the impasse which it has produced 
requires more than a technical financial operation; 
it requires recognition of certain basic economic 
disabilities and of maldistribution of important 
governmental powers and responsibilities. The 
losses to investors, the prevention of desirable 
economic expansion through lack of credit, and the 
damage done to the credit of other Canadian 
governments will only be compensated for if the 
lessons to be drawn from this experience are 
applied in practical form to prevent its recurrence. 

Plan I proposes the assumption of Alberta’s 
debt, including all unpaid interest, on the same 
terms as for every other province. (It should be 
noted in passing that had Alberta paid full interest, 
Dominion advances to Alberta for relief would have 
been increased by about an equal amount, so that 
this proposal does not put any greater burden on 
the Dominion than would have been the case had 
Alberta paid full interest throughout.) 


Apart from consideration of a National Adjust- 
ment Grant, the general principles of Plan I 
would, if applied to Alberta in 1937, produce the 
following results:— 


EFFECT OF GENERAL PROVISIONS OF PLAN I ON ALBERTA 
(1937 Base) 


PROVINCIAL GOVERNMENT 


Cr. 


Net debt service assumed by Dominion (at 


PTL MUA OPESE) VLALE) als wees 6 ain, 4inis 5: 5 4.4 oe 9)0 9 $6,959,000 Former subsidies 
Relief to employables assumed by Dominion.. 1,540,000 


Savings on tax collection costs.............. 165,000 
$8,664,000 
RNS rere eile warsis|siaie s Wis's\sa'vele'e ody | avenue 
Relief works charged to capital account...... 460,000 
$9,124,000 


Locat GovERNMENTS 


Cr. 
Relief to employables assumed by Dominion. .$ 995,000 
Municipal share of relief works.............. 97,000 


$1,092,000 


——_—_—_—_ 


Dr. 
Taxes transferred to the Dominion........... $3,739,000 
RORY UNAS AU AL SN Lae Mia 1,776,000 
$5,515,000 

Improvement in financial position 
assuming full interest paid...... $3,609,000 

Tnteresti Moti paid (wane | 'shie\e 6 Ketel sued) eale ej sins 3,400,000 
Net Improvement .............0s.seeeeees 209,000 
$9,124,000 

Dr. 


Gain to local governments............ +see+ $1,092,000 
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It should be noted that in the year 1937 
succession duties were $1 million higher than 
normal, and no provision was made for sinking 
funds (formerly $700,000 to $750,000). Adjust- 
ment for these items would, of course, increase the 
financial advantage to the Provincial Government 
shown as resulting from Plan I. 

The transfers recommended above leave the 
provincial and local governments of Alberta in a 
comfortable financial position. The Provincial 
Government’s clear surplus would be about $24 
million. Municipalities, which had a small surplus 
in 1937, would have a surplus of $14 million, or 
roughly 74 per cent of their expenditures. 

Provincial highway expenditures are now at the 
approximate 1928-31 average level. Provincial 
and municipal expenditures on education and public 
welfare are still, taken together, slightly in excess 
of the Canadian average, but less so than in 
pre-depression years. When, in addition to these 
considerations, account is taken of the large surplus 
which the general provisions of Plan I would now 
provide, and the rapid expansion in oil production 
now taking place (which will be immediately 


reflected in provincial revenues by the operation 
of the Commission’s mining tax rebate proposal), 
it is clear that Alberta would not require any 
adjustment grant. Following the transfers recom- 
mended by the Commission, it would be possible 
to restore Alberta’s education and welfare services 
to pre-depression levels, which were approximately 
10 per cent more than the national average, and 
at the same time substantially reduce taxation, 
which the Commission’s calculations show to be 
somewhat higher than the national average. 

Of greater importance than the immediate 
monetary gain would be the clearing up of the 
present credit situation which is both hampering 
Alberta’s economic progress and producing arbitrary 
and inequitable losses to investors in Alberta 
securities. The benefits of such a development 
would not be lmited to Alberta alone, but the 
whole country would gain from the stimulus of 
renewed expansion and prosperity in Alberta. 

Implementation of the Commission’s recom- 
mendations would produce a provincial budget, 
based on 1986-39 figures, approximately as 
follows:— 


BUDGETARY POSITION OF ALBERTA UNDER PLAN I 
(On the basis 1936-39 figures) 


Provincial) revenues) mcievacid cals sais eae atlen $13,100,000 |. Expenditures?) jeg yeh s oe en eer rata $10,900,000 


Surplus?) yao M en nates ei SSA ALB: 2,200,000 


$13,100,000 


“Surplus available for expansion of education, welfare, and developmental expenditures, directly or 


through municipal subsidies, and for reduction of taxation. 
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9. Tue Province or British CoLUMBIA 


British Columbia presents the most striking 
contrast in Canada of huge barren areas and 
extraordinarily rich resources. Although greatly 
affected by Canadian tariff, railway, and other 
economic policies, it has not been absorbed as a 
completely integral part of the Canadian economic 
system. But unlike the Maritimes, which have 
also been more affected by than made a part of 
the Canadian economic system, British Columbia 
has been able, on the strength of its own resources, 
to establish a high income and standard of living 
for its people. This income is based on the 
exploitation of a few specialized products, dependent 
on external (and in a few cases, Prairie) markets, 
and hence is highly vulnerable and subject to wide 
fluctuations.28 The coincidence of a number of 
favourable factors in the twenties—the opening of 
the Panama Canal, low shipping rates, the develop- 
ment of electro-metallurgical technique—stimulated 
extremely rapid development and a very high rate 
of capital investment. It cannot be assumed that 
such a favourable series of circumstances will be 
repeated, and with no new worlds to conquer the 
exceptional stimulus from the great capital invest- 
ment program and rapid frontier expansion of the 
twenties will be missing. Sufficient virgin resources 
of higher than average quality still remain to give 
British Columbia a favourable competitive margin 
at present, and ability to absorb market and price 
fluctuations without undue distress. But it is easy 
to foresee the disappearance of this differential 
advantage, and even of some of the resources, which 
will then expose British Columbia to much more 
severe shocks and adjustments.24 Even the 
metropolitan area of Vancouver, and the large 
wholesale, shipping, and servicing trade which has 
developed, are dependent to an unusual extent on 
external and uncontrollable factors. Vancouver’s 
tributary area is largely determined by ocean 


23 For potended account of provincial economy see Ex. 172, 
Brief of B.C., Pt. V 

24The Province gontanded in evidence before the Commission 
that its present prosperity was due in part to the exploitation of 
“wasting or wastable assets”, see Brief, pp. 181f. 


freight rates, and an increase in those rates to 
profitable levels will greatly circumscribe the 
hinterland which finds it profitable to trade 
through western rather than eastern or southern 
ports. 


There are important public finance implications 
in an economy with the special strengths and 
weaknesses of British Columbia. That the 
strengths are present, and the weaknesses still 
largely potential, should not be allowed to obscure 
these implications. Overhead government costs 
that are easily borne from the surplus of above- 
average resources and a huge capital investment 
program, may prove crushing when only average 
resources remain and new investment tapers off. 
Services and a standard of living established and 
financed by treating capital depletion as current 
income will be subject to extreme pressure when 
the first phase of exploitation passes. Major 
economic and social adjustments will be necessary 
(and will require money and co-ordinated planning) 
unless large population groups are to be allowed to 
sink to chronically depressed if not subsistence 
levels. British Columbia should, for years to come, 
have a per capita income higher than average, but 
it will also be a more variable and vulnerable one. 
It is only reasonable to expect that new and 
alternative resources will be developed as some of 
the present ones are exhausted, and there are, in 
addition, important permanent assets. But in no 
other province are the problems of depreciation 
and depletion as important to the provincial 
economy and public finance. 

The Commission’s recommendations in Plan I 
provide insurance against deterioration of govern- 
mental services below the national average when 
British Columbia, having lost its differential 
advantages in resources and transportation, may 
encounter serious blows in world markets. Apart 
from consideration of any adjustment grant, the 
general principles of Plan I would, if applied to 
British Columbia in 1937, produce the following 
results:— 
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EFFECT OF GENERAL PROVISIONS OF PLAN I ON BRITISH COLUMBIA 
(1937 Base) 


PROVINCIAL GOVERNMENT 
Cr. Dr. 


Net debt service assumed by Dominion...... $ 6,540,000 Taxes transferred to Dominion............. $ 8,278,000: 
Relief to employables assumed by Dominion. 3,408,000 Former subsidies (including interim grant).. 1,625,000 


Savings on tax. collection costs.,......,.04j. a. 415,000 cee 
Ae $ 9,903,000 
$10,363,000 

Improvement in financial position before 

Sinking! fail sh ee) ANE are are Ma Nt RS 853,000 consideration of need for a National 

Relief works charged to capital account...... 1,335,000 ACUStMeNwr Cra mUnN NY allt ht, Lae eee 2,648 ,000 
$12,551,000 


$12,551,000 


LocaL GOVERNMENTS 
Cr. Dr. 


Relief to employables assumed by Dominion.$ 749,000 
Municipal share of relief works............. 11,000 


$ 760,000 Gain to local governments.................. $ 760,000 


The net effect of the foregoing transfers is 
favourable to British Columbia governments. (This 
is true in spite of the fact that selection of the 
relatively prosperous year 1937 considerably under- 
states the monetary advantages of the Plan to the 
Provincial Government. In most other years the 
Provincial Government would gain—and _ the 
Dominion Government would lose— substantially 
more). The transfers are even more favourable 
to British Columbia taxpayers, since they would 


involve the transfer of taxes which are now con- 
siderably above the national average to the 
Dominion Government, and consequently their 
adjustment to uniform national rates, and would 
leave taxes (provincial and municipal) which 
approximated the national average in relation to 
income. On the basis of 1936, 1937 and 1988 
results, and 1939 budget estimates, the Provincial 
Government would be left with a surplus, as 
follows:— 


BUDGETARY POSITION OF BRITISH COLUMBIA UNDER PLAN I 
| (On the basis 1936-39 figures) 


Provincial revenues ana ine nats anedn $20,000,000 Expenditures, 0004 2. uy are eaten Sen $19,100,000: 


Surplus oat itis. s)aetepnbeces a a wena 


900,000 
$20,000,000 


*Surplus available for expansion of education, welfare, and developmental expenditures, directly or 
through municipal subsidies, and for reduction of taxation, 


British Columbia municipalities, although bene- 
fiting by some $750,000, would be left with a small 
cash deficit on the basis of 1937 figures alone, but 
with a small surplus on the average of recent years. 

In reviewing British Columbia’s expenditures on 
education and welfare, however, we note that they 
are (1936-39 basis) $3,300,000, or 23 per cent more 
than the Province’s expenditures would be at the 
national average. ‘The Commission believes that 
there are certain factors which tend to make the 
unit dollar cost of education and welfare higher 
than the national average for the same quality of 
service. But after having made full allowance for 
these factors, the Commission concludes that British 
Columbia is providing a higher real standard of 
service than the average. On the other hand, 
British Columbia developmental expenditures are 
some $640,000 annually below the 1928-31 pro- 
vincial average and this enforced retrenchment 
has undoubtedly impaired desirable conservation 
measures.25 It will be noted that the surplus 
which the Commission’s recommendations would 
yield the Province would be more than enough to 
make up this deficiency. 

British Columbia evidently does not require a 
National Adjustment Grant at the present time. 
Following implementation of the Commission’s 
recommendations it would be possible to maintain 
the present above average standard of social 


25 Expenditures on forest fire protection were cut from a 1930 
ins a0 $908,000 to $89,000 in 1933, and now (1936-9) average 
425,000. 
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services, and bring up development and conserva- 
tion expenditures to pre-depression levels on the 
basis of provincial taxation which would be slightly 
lower than the Canadian average. In addition, 
British Columbia taxpayers would save between $4 
and $5 million owing to the fact that present 
provincial rates are much higher than national rates 
would have to be on the transferred taxes. 

It must be noted, however, that some 10 per 
cent of British Columbia’s remaining revenue will 
consist of the mining tax rebate based on profits 
which fluctuate widely; e.g., in the ratio of 1:7 
from 1933 to 1937. This is merely indicative of 
the great relative importance of that volatile 
industry in British Columbia, and present pro- 
vincial revenues are even more vulnerable to 
decline in income from mining. But to an extent 
unparalleled in any other province, except possibly 
Ontario, provincial services are now, and would, 
under the Commission’s recommendations, still be 
to some degree dependent on a highly fluctuating 
and eventually disappearing source of revenue. 
Ideally, revenue from wasting assets should be 
treated as capital, or should at least be used to 
develop new resources. In view of the uncertain- 
ties of British Columbia’s future, inherent in its 
economy, the chief merit of the Commission’s 
recommendations is the assurance of means to 
maintain at least average Canadian standards in 
the event of either a sudden blow to the primary 
exporting industries or the depletion of the best 
of the natural resources. 
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10. THz DomMINIon 


It is obvious that if the tax and expenditure 
transfers which the Commission recommends 
improve the financial position of every provincial 
government (including their municipal govern- 
ments), on balance, the Dominion Government 
will lose. It is true that some of the improvement 
in provincial finances would result from clear 
savings in the costs of tax collection, and not from 
increased burdens on the Dominion. (We are here 
considering only the direct savings to the govern- 
ments concerned. Of much greater importance 
would be the savings to business in tax compliance 
costs, and the elimination of inequitable double and 
triple taxation on organized business and on 
individuals.) But even after allowing for all 
the economies in government expenditures made 
possible by the Plan, the Dominion Government 
would lose nearly $40 million a year (on the basis 
of the 1936-39 average) before making any allow- 
ance for amortization of the provincial (and 
Quebec municipal) debt to be assumed. Prospective 
savings on debt refunding would be achieved, if 
present interest rates continue, as high coupon 
provincial bonds mature. (On the other hand, the 
Dominion would be accepting the very important 
contingent liabilities of a rise in interest rates, and 
of an exchange premium on bonds payable in 
foreign currencies—liabilities which are much more 
properly those of the Dominion, because of its 
control of monetary and foreign exchange policies, 
than of the provinces.) The Plan also makes 
possible substantial economies in unemployment 
relief costs. Dominion responsibility will permit, 
and in fact will force, an attack on the problem on 
a national scale, and co-ordination of taxation, 
borrowing, and monetary policies, industrial and 
agricultural subsidies and protection, public works 
programs, vocational training, and labour transfer 
facilities. In such co-ordination, and by using 
business-like and effective methods, lie some of the 
major potential economies. A national attack on 
the unemployment problem will involve larger 
direct government expenditures under certain 
conditions, but will also make it possible to 
avoid much of the waste which now results from 
governments working at cross purposes, and from 
lack of clear delimitation of responsibility. Even 
more important, national responsibility and a con- 
structive program should remove the pressures on 
the national income inherent in the present system 
and stimulate its increase, thus reducing the 
relative burden and proportionate cost of relief. 
To these advantages should be added the improved 
prospects for the unemployed. 


To offset the immediate cost of the Plan the 
Dominion would have exclusive control of three 
basic modern instruments of taxation, and would 
be in a position to develop a taxation system which 
would produce the necessary revenues with much 
less burden to the economy, and with much greater 
equity as between individual taxpayers, and groups 
of taxpayers living in different regions.26 

The first result of the recommended transfers 
would be to establish uniform income, corporation 
and succession duty taxes. In this process, Mari- 
time and Quebec taxpayers would pay more, and 
Manitoba and British Columbia taxpayers less than 
at present. Presumably the next step would be to 
raise sufficient revenue to compensate the Dominion 
for the losses in the recommended transfers. (It 
should not be overlooked that the Commission’s 
recommendations make possible balanced budgets 
in all provinces, and in several after substantial 
expansion of services. The results to taxpayers 
can only be compared with what the situation 
would be if provincial governments now raised 
their taxes in order to pay for similarly increased 
services and to balance their budgets. Apart from 
the impossibility of this in some cases, and the 
inequities which it would produce, it would cost 
Canadian taxpayers a substantially larger sum in 
the aggregate than would equivalent services 
provided in accordance with Plan I.) The most 
desirable method of raising the additional revenue 
would depend on the economic circumstances and 
poltical policies of the time, but our financial 
analysis27 would suggest that a broadening of the 
income tax basis, and substantial increases in the 
lower and medium brackets would be the most 
efficient and economic method. Comparisons with 
other countries would also suggest that succession 
duties could contribute a larger proportion of total 
returns than they do at present. 

The substantial increase in the Dominion deficit 
which the Commission’s recommendations would 
produce is not alarming in view of the greatly 
improved position in which the Dominion would 
be put to carry out a comprehensive fiscal and 
monetary policy in periods of both prosperity and 
depression, and in view of the relief to business 
and the economy in general which a coherent, 
rationally designed taxation system would afford. 

Implementation of the Commission’s recom- 
mendations would throw all the extreme fluctua- 
tions of Canadian public finance on the Dominion , 


26 Note, however, certain restrictions on the Dominion’s tax 
policies which are implicit in Plan I, discussed on p. 85 
27 See Book I, Chap. VIII 


This is essential if fiscal, monetary, and economic 
policies are to be co-ordinated with a view to 
reducing Canadian overhead costs and to mini- 
mizing and helping control the swings of the 
business cycle. While provincial and local govern- 
ments would be left with relatively stable revenues 
and expenditures and, through the operation of 
National Adjustment Grants, would be assured of 
independent financial security and ability to pro- 
vide average services, residual deficits and sur- 
pluses would concern the Dominion. While other 
governments would be put in a position to budget 
closely from year to year, the Dominion would 
have to budget for the business cycle rather than 
for any specific fiscal period. This would lead to 
integration of fiscal policy with monetary and 
economic policies in a manner which could be made 
highly beneficial to the general welfare. 

A most important element in this integration 
would be the concentration of deficit financing and 
special public works programs in periods of depres- 
sion, and of debt retirement in periods of prosperity, 
in the hands of one body, the Parliament of Canada. 
This would permit carrying out a coherent long- 
range policy, that would be related to national 
monetary, tariff, industrial, transportation, and 
developmental policies. For this reason the 
Commission does not recommend any specific 
sinking fund provisions on the debt to be assumed 
by the Dominion, nor on its present debt, since 
the Commission believes that debt retirement (or 
debt increase) should be adapted to the business 
cycle and related national policies. 

In order to present the complete picture of the 
results to be expected from the operation of Plan I, 
we should show, in addition to the benefits received 
by provincial and local governments (which will be 
reflected either in reduced taxation or increased 
services for provincial residents) the increased 
burden on Dominion taxpayers. It is misleading 
to put the latter on a provincial basis, since it is 
not the provinces, or the provincial governments, 
as such, that would pay, but Canadian citizens 
throughout Canada, on a uniform basis and 
in accordance with their means. As noted in the 
chapter on taxation, the taxes recommended to be 
left’ exclusively to the Dominion apply in large 
part to income and wealth which is national in 
character, in substantial measure the product of 
national policies, and which cannot be identified 
with purely local effort or local needs. Neverthe- 
less, under the present system, the bulk of this 
income and wealth is concentrated in a few locali- 
ties. Consequently, a few provincial governments 
are in very favourable positions in respect to 
reserves of taxation, and others in very inferior 
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positions. It is true that to the extent to which 
the Commission’s recommendations will remove 
these inequities they might be looked on as 
indirectly taking something from the provincial 
governments which are now in the more favoured 
positions. But, as we have pointed out elsewhere, 
continuation of the present system will cost the 
citizens of the wealthier provinces more than the 
tax recommendations of the Commission, and there 
can be no ground for complaint, or suggestion of 
unfair discrimination and inequity, in a system 
which taxes all citizens of Canada, regardless of 
the province in which they live, on a uniform basis, 
in order to provide funds required for a national 
objective. Enabling provincial governments ade- 
quately to perform their functions is a national 
objective. In fact, it is only by the use of national 
taxation that a province in need, perhaps in part 
as a result of the operation of national policies, 
can be helped. National economic policies, adopted 
in the general interest, inevitably operate to 
impoverish some areas and enrich others. The only 
equitable corollary of this is national taxation 
which treats residents of all provinces equally, and 
thus provides for some redistribution of surplus 
income among provincial governments to enable 
them to perform their functions without imposing 
excessive taxation on their citizens. 

However, the amount which the residents of 
each province would have to pay in increased 
Dominion taxation in order to finance the Plan 
cannot be estimated with any useful degree of 
accuracy. The figure of $40 million given as the . 
net cost of the Plan to the Dominion Government 
was arrived at by assuming that all unemployed 
employables were cared for by direct relief at 
existing scales. If this estimate is taken as a 
starting point, it would then be necessary to select 
the Dominion taxes which would be increased, to 
forecast the form of the new rate structures, and 
to estimate the final incidence of the taxes. As the 
Commission has found it necessary to note in several 
instances, the province in which a tax is paid is not 
necessarily the province in which the income taxed 
is earned. Consequently it must be emphasized 
that calculations by any formula of the amount of 
national taxes paid by residents of any one prov- 
ince cannot be accurate, and may be highly 
misleading. Efforts to make such calculations 
ignore the truly national character of many of the 
taxes considered; the uneven distribution, in part 
as a result of national policies, of taxable income; 
the possible stimulus to the national income of an 
improved taxation system;—in fact, the very 
factors on which the Commission’s taxation 
recommendations are based. 
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But the cost to the residents of each province 
under the present division of powers and respon- 
sibilities to make up provincial deficits and produce 
the surpluses available for improved services as 
provided in Plan I can be shown, and this is of 
interest as a commentary on the inequities and 
impracticabilities inherent in the present system. 


ADDITIONAL TAXATION PER FAMILY NECESSARY UNDER THE PRESENT 
SysTeM To PuT PROVINCIAL AND MUNICIPAL BUDGETS IN THE 
SAME PosiTIon AS ProviDED BY PLAN I*, Year 1937 


Average 

$ Family 

juts Income 

$ 
Prince Edward Island............. 11-12 774 
INOV A: SCOLTNNE OUI SERN OEt Naas alk: 7-08 1,159 
INewiBrunswitk sees so cieieredseee 20-25 1,029 
CUCKOO NON ATRL CI REUE i Sih Leta elton 27-58 1,344 
OUCAETOW RS Seta tera ceases telat 3:25 1,504 
Mianltobat a ruiey cami neuen eam: 20-36 1,408 
Saskatchewan! ian onan, sumer te 63-92 830 
Alberta—at current interest rate 4-46 1,222 
—assuming full interest paid 20-20 

British Columbiana eet. oe}. 7:22 S17 


* For the purposes of this calculation provincial sinking funds 
have been excluded (i.e., taxation would have to be increased more 
than shown here to make provision for even current sinking funds), 
and 40 per cent of the cost of relief works charged to capital account 
is included. 


The Commission does not wish to give the 
impression that it views lightly the heavy addi- 
tional burdens on the Dominion Government and 
the substantial increase in the Dominion deficit 
which its recommendations would involve in even 
the most favourable circumstances. The Dominion 
must also be prepared to meet emergency demands 
of unpredictable magnitude. But whether to 
provide more efficient and economical government 
for Canadians under normal conditions, or to 
prepare for the special stresses and strains of 
emergency conditions, the Commission is convinced 
that the Dominion’s first interest lies in seeing 
Dominion-provincial relations established on a 
sound and equitable basis. The immediate cost to 
the Dominion Government of this will be repaid 
many times in the economies and greater efficiency 
of government, the security to investors and to 
recipients of provincial services, the provision of 
means to supply basic national standards of educa- 
tion and welfare services and to maintain desirable 
developmental programs, and the stimulus to the 
national income made possible by its reeommenda- 
tions. 


| 
| 


Cuapter III 


TAX TRANSFER RECOMMENDATIONS 


1. PersonaL INCOME TAXES 


The personal income tax is the most highly 
developed modern instrument of taxation. It can 
be more delicately adjusted to individual circum- 
stances, and thus made fairer in its incidence, than 
any other tax. It adjusts itself automatically to 
economic fluctuations. It can raise a given revenue 
with less burden on the national economy than any 
other tax because it is drawn from surplus income 
rather than made a burden on costs. That is, no 
income tax need be exacted from an individual 
unless he has an income above that necessary for 
subsistence. No obstacle is thus put in the way of 
employment at wages or salaries not exceeding the 
subsistence level, and it is probably in these 
marginal fields of employment that the major 
solution of our unemployment problem lies. The 
income tax is collected directly and relatively 
cheaply, with no hidden costs and waste. And it 
has become an integral part of modern economic, 
political and social policy. It is the most effective 
method yet devised, within the framework of the 
capitalist economy, for achieving the social and 
humanitarian objectives of our civilization; for 
applying wealth which is made possible only by 
organized society for the benefit of society as a 
whole; for preserving the freedom of individual 
initiative and at the same time making possible the 
financing of those services which can be most 
economically provided by the community as a 
whole. 

Neveriheless, as our review of the Canadian 
taxation system1 shows, the income tax (made up 
as it is in many provinces of a Dominion tax plus 
@ provincial tax) has failed to fill a role in Canada 
commensurate with its possibilities. It is crippled 
and seriously distorted by the present division of 
jurisdiction. It cannot, under the existing system, 
be developed in the most equitable and efficient 
manner. We have shown some of the results of 
the present division of jurisdiction, and the inevit- 
able friction and injustices which have arisen in the 
competitive scramble for revenues.2 Rates vary 


tSee Book I, Chap. VIII. 
2The situation is very similar to, but on a much larger 
scale than that prevailing in Ontario before the abolition of the 
municipal income tax, which was characterized by the Provincial 
remier and Treasurer, in his budget speech of March 9, 1937, 
as a “disgraceful checkerboard system—full of inequalities, anoma- 
lies, hardships”. 


111 


between provinces, and in some cases between 
municipalities, to an extent that is startling in the 
medium and upper brackets of income, and that 
creates serious inequities, and practical obstacles 
to freedom of movement. 


Dominion, PRovinctaL AND MunicipaL INcoME Taxes PAYABLE 
BY A Marriep Man wita No CuHILDREN* 


(Prior to 20 per cent increase in Dominion rates in September 
12, 1939, budget, and to War Budget increases in the 
United Kingdom and France.) 


Gross Income | $3,000 | $10,000 | $100,000 
Tax payable by resident of :— 
Charlottetown, P.E.I............ 61 90 821 20 | 38,249 15 
Rlalifaxw Nusa: Mikhael, Mb kiln 30 00 546 00 | 32,518 50 
Sanh JOMN WIND. .hesatee's ie epee cine’ 30 00 636 00 | 35,283 50 
QuebeesQuebecs sot were 30 00 546 00 | 32,518 50 
Montreal, Quebec............... 33 00 655 20 | 39,022 20 
(Ronono, Ontarion ane cuate sents 44 55 778 70 | 39,920 54 
Winnipeg, Manitoba............ 77 04 993 28 | 46,864 62 
Regina, Saskatchewan........... 71 50 | 1,034 25 | 58,230 90 
Edmonton, Alberta i\)o sc cees 65 00 | 1,086 00 | 58,228 50 
Victorias (EEC Fie. ays len Baul 60 00 | 1,051 00 | 55,5138 50 
News Y ork) UiSvAl in wy oe alah 28 00 655 00 | 38,274 00 
London) Wogland oss cee. ¢ 283 13 | 1,910 63 | 50,120 00 
Paris; (France!) ithe neil) 579 00 | 3,564 00 | 54,239 00 


* Assuming all earned income in $3.000 and $10,000 brackets, 
and $14,000 earned income in $100,000 bracket. 


_.tNo allowance made for exemption allowed by B.C. on 
dividend income from B.C. corporations. 


We have noted the integrated and complementary 
nature of our economy, moulded by national policies 
and operating as a national unit; the consequent 
unequal regional distribution of income, and par- 
ticularly of taxable surplus income, in Canada; 
the sharp and largely uncontrollable fluctuations 
in regional incomes; the great inequity as between 
provinces in the revenues available for provincial 
services; the impossibility at times for some prov- 
inces of providing services of average Canadian 
standards; and finally, the difficulty for some 
provinces, because of their limited control over 
mere sectors of the national economy in assuring 
either citizens or investors of the future of the 
province. 

The unsuitability of provincial (and municipal) 
jurisdiction in the income tax field is only partly 
due to the obstacles which it creates to the develop- 
ment of a business-like and efficient tax structure 
for the country as a whole. The income tax, 
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because of the nature of the Canadian economy, is 
productive only in some units. Those provinces in 
which a provincial income tax is, or would be, 
relatively unproductive feel aggrieved because they 
think that income earned within their jurisdiction 
is, through the operation of national policies, con- 
centrated in more fortunate provinces where it may 
be taxed for provincial purposes. 

Changes in tax rates, exemptions, and other 
regulations by a provincial government affect 
Dominion revenues, and vice versa, in quite 
arbitrary and uncontrollable ways, and variations 
between the schedules and regulations of different 
governments taxing the same individual give rise 
to a sense of grievance. We should note in addi- 
tion the extent to which the present divided juris- 
diction, coupled with the inability of the Dominion 
to compel the provinces to comply with treaties on 
subjects within provincial jurisdiction*, weaken 
Canada’s ability to enter into effective international 
agreements respecting income taxes, which have 
recently become of importance. One result of this 
may be inability of the Dominion to secure fair 
treatment for Canadians investing abroad, and 
another may be the discouragement of investment 
in Canada by foreigners. 


The Commission thinks it desirable that the 
income tax should be used in accordance with 
modern practice, as the equalizer and chief instru- 
ment of adjustment in the whole tax system. This 
is particularly necessary in view of the existing tax 
burdens on business costs, marginal industry, and 
low-income groups. The rate and the appropriate 
curve uf progressivity necessary to reform and 


*See Lord Atkin’s judgment in Attorney-General of Canada 
v. Attorney-General of Ontario et al [1937], A.C. 316. 


control the tax structure can only be achieved if 
this equalizing instrument of taxation is under one 
authority. That authority can only be the 
Dominion. 


The Commission attaches far greater importancr, 
of course, to the beneficial effect on the national 
income which would result from reform of the tax 
system than to certain economies which would 
result from unified collection, but additional 
advantages of unified control would be reduction 
in the cost of tax collection and greater efficiency 
in collection. 

The growth of demand for contributory social 
services, usually proposed to be financed in part by 
wage taxes which can be regarded as a particular 
form of income tax, makes it increasingly important 
to have unified collection. If Dominion unemploy- 
ment insurance and relief, or provincial welfare 
services, in co-operation with the Dominion, should 
be put on a contributory basis, it is essential that 
the premiums be co-ordinated with the general 
income tax and the whole tax system. If provincial 
levies of this character are made there should be 
an arrangement for collection jointly with cor- 
responding Dominion levies. 


The Commission accordingly recommends that 
the provinces and ipso facto their municipalities 
should withdraw entirely from the personal income 
tax field, (though retaining the right to levy 
premiums for social insurance within their com- 
petence by way of a proportionate tax on wages 
and salaries if they choose to do so). This step is 
an essential part of its general financial plan. But 
it is also justifiable on the grounds of equity as 
between taxpayers and as between provinces, and 
on the grounds of sound fiscal and social policy. 


2. CORPORATION TAXES 


We have given an account in Book I of the rise 
of corporation taxation, and of the existing situa- 
tion. The present complexity is beyond belief. 
The most important item is the corporation income 
tax, levied by the Dominion and most provincial 
governments. There are, in addition, taxes levied 
by one or more governments, on various bases such 
as capital stock, number of business places, gross 
revenue, physical volume of output, period of 
operation, mileage of track or wire, mileage 
operated, note circulation, insurance premiums, 
investments, volume of deposits. These taxes 
apply on different terms to banks, chain stores, 
electric power companies, finance companies, gas 
companies, grain companies, insurance companies, 
investment companies, land companies, loan com- 
panies, mining companies, oil companies, pipe line 
companies, race tracks, railway companies, sleeping 
car companies, steamship companies, telegraph 
companies, telephone companies, tramway com- 
panies, trust companies, fire insurance companies, 
accident and guarantee companies, and ‘“miscel- 
laneous” companies. They have grown up in a 
completely unplanned and unco-ordinated way, and 
violate every canon of sound taxation. 

Complaints by business organizations about the 
inequities resulting from the present chaos in 
corporation taxes and the unnecessary cost of tax 
compliance were made to the Commission from 
end to end of the Dominion. In general we find 
these complaints to be well-founded. 

The primary criticism of the present system is 
that business has been made an object of taxation 
in itself. It is one thing to use the corporate 
organization as an agent to collect taxes cheaply 
and simply from final recipients of wages, interest 
and dividends,5 but in Canada business itself is 
taxed. Some $20 million of total Dominion and 
provincial corporation taxes comes from specific 
taxes which bear no relation to net profits, and 
have naturally become fixed charges, embodied in 
the overhead. As such they increase the costs of 


83 Book I, Chap. II and Chap. VIII. 

4Ex. 88, Brief of Canadian Manufacturers’ Ass’n; Ex. 267, 
Brief of Citizens’ Research Institute; Ex. 394, Brief of Canadian 
Chamber of Commerce; Ex. 188, Brief of Associated Boards of 
Trade of B.C.; Ex. 202, Brief of Victoria Chamber of Commerce; 
Ex. 268, Brief of Toronto Board of_Trade; Ex. 343, Brief of 
Chambre de Commerce de Montréal; Ex. 107, Brief_of Chartered 
Banks of Canada; Ex. 113, Brief of Canadian Federation of 
Mayors and Municipalities; Ex. 92, Brief of Canadian Life Insur- 
ance Officers’ Ass’n. For discussion of cost of tax compliance 
see this section Chap. 2 

5 Prior to 1926, dividends of corporations subject to Dominion 
taxation were exempted in the hands of shareholders from the 
normal tax, though not from the supertax or surtax. In conse- 
quence of this exemption the corporation tax would be regarded, 
at least in part, as a normal income tax collected at the source, 
although unlike Great Britain the Dominion allowed no rebate to 
shareholders whose income was too small to be subject to any income 
tax, or to one at less than the corporate rate. 
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production of all Canadian business, impair its 
competitive power, and crush out marginal enter- 
prises. The remainder of the revenue from cor- 
poration taxation (being virtually all the Dominion 
revenue and about 40 per cent of the provincial) 
is derived from corporate income taxes which are 
not real income taxes. They apply to corporate 
net income at a flat rate, but are not adjusted to 
the net income of the corporation owners at either 
a uniform or graduated rate. And although they 
are not a fixed charge on business in the same 
way that the specific corporation taxes are, they 
penalize investment in industry (particularly during 
a period of successive rate increases) as compared 
with other forms of investment, or hoarding. 


It is, of course, impossible to calculate the 
amount by which diversion of investment, in- 
creased business costs and elimination of marginal 
enterprises reduce the national income, increase 
unemployment and weaken Canada’s competitive 
power in international trade. But these conse- 
quences are regrettable since every penny now 
raised by direct taxation on business could be 
raised without any of these disadvantages by 
properly adjusted taxation on business owners. 


The second major criticism of the present system 
is the inevitable inequity, lack of uniformity, and 
lack of efficiency arising from the divided jurisdic- 
tion. Corporate business has naturally adapted 
itself to the national policies and local concentra- 
tions of power and income which we have noted 
as so characteristic of the Canadian economy. 
Several provinces have consequently been led to 
devise elaborate formulae, differing in almost every 
province and in relation to every business, which 
can be applied to whatever assets fall within their 
jurisdictions, or which, in more extreme cases, will 
extract as much as the corporation can pay before 
it is clearly advantageous for it to sacrifice its 
investment and withdraw completely from the 
province. But in many cases once the initial 
investment has been made the corporation cannot 
withdraw. As a result, investments in different 
forms of business are taxed at different rates in the 
same province; investments in the same kind of 
business are taxed at different rates in different 
provinces; investments in business operating on a 
national scale are double- and triple-taxed with no 
relation to earning power; certain forms of business 
can be, and are, singled out for discriminatory 
taxation; tax compliance costs are uselessly and 
unreasonably increased. And again, it should be 
added, the same amount of revenue could be 
secured without imposing any of these discrim- 
inatory and inequitable burdens. 
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The genesis and explanation of this system lie 
in the division of jurisdiction in the field, the efforts 
of provinces to tax objects which are in no economic 
sense provincial, and in the somewhat indirect and 
concealed nature of the tax and consequent lack of 
organized protest. When the taxes were merely 
nominal no particular hardship was caused, and 
the ease and cheapness of direct collection from 
corporations over-rode consideration of minor 
inequities. But there has been a steady upward 
tendency in rates which has increased alarmingly 
in recent years. Current corporation tax revenues 
(both Dominion and provincial) are double those 
in 1929.7 

The Commission accordingly recommends the 
complete withdrawal of provinces from the corpora- 
tion tax field as defined below. Only by such a 
step can we hope to achieve reasonable uniformity 
in impositions on business. The growing tendency 
to victimize exposed businesses would be checked. 
The costs, and annoyances, of multi-tax compliance 
would be reduced. The Dominion would presum- 
ably, in most cases, replace these taxes by increases 
in the corporation income tax, but ultimately it 
would be in a position to reform the general tax 
system, and to shift government burdens from 
business costs, which would encourage development 
of our marginal resources and employment of our 
surplus labour. 

It is not necessary to support this recommenda- 
tion at length. The existing medley is the product 
of the present division of jurisdiction; of accident 
and of occasional pressure; of failure to realize the 
economic results, and of lack of definite responsi- 
bility for them; and is so grossly inequitable to, and 
such a heavy burden on, Canadian industry and 
development, Canadian investors, and Canadian 
labour, that a fundamental and sweeping reform is 
necessary. 

A detailed list of the taxes currently affected is 
given in the Annex below, and these are the taxes 
included in the transfers recommended in Plan I. 
It should be made clear that this recommendation 
does not apply to all taxes paid by corporations, 
as it does not include bona fide provincial and 
municipal licence fees, real estate taxes, and con- 
sumption taxes collected through corporations. 

Coupled with this recommendation is the pro- 
posal that a portion of the collections from mining 
and oil-producing companies should be turned over 
to the provinces. The Commission recommends 
that the rebate be an amount equal to 10 per cent 


7Since this was written the Dominion corporation income 
tax has been increased 20 per cent, and a new form of corporation 
taxation—the excess profits tax—has been added for purposes of 
war financing. 


of company profits derived from mining and oil 
production in the province, and that this be 
paid to the government of the province concerned. 
Only approximate estimates can now be made of 
the amounts involved, but appropriately designed 
tax-return forms would produce the necessary infor- 
mation in the future without difficulty. In the 
meantime, it is believed that the Commission’s 
estimates may be taken as sufficiently accurate for 
working purposes. 

It is also recommended that profits from smelting 
and refining operations (provided that the ores used 
are provincial products) should be treated as mining 
profits both to facilitate the technical problem of 
allocating earnings in the case of joint enterprises, 
and because smelting and refining business based on 
domestic ores and oils will in the great majority of 
cases terminate with the exhaustion of the local 
mine or oil well. In other words, all mining and 
oil producing company profits will be included 
except investment portfolio earnings, profits from 
mining, smelting or refining other than native 
products of the province, and earnings from any 
fabrication or further processing beyond the refined 
product. (In the case of an enterprise such as the 
Hudson Bay Mining and Smelting Company, 
operating on the Manitoba-Saskatchewan border, 
it will be necessary for the company to allocate 
its profits, very much as it does today for provincial 
tax purposes. ) 

This proposal recognizes the justice of the 
provincial claim to direct participation in the 
profits arising from the exploitation of their 
wasting assets,8 and will supply revenues both to 
amortize provincial expenditures on development 
and to prepare for the expenditures necessary when 
the resources are depleted. On the other hand, 
it should be recognized that, although the resources 
belong to the provinces, their profitable develop- 
ment depends to a large extent on Dominion tariff, 
trade and monetary policies, and on Dominion 
expenditures on transportation and development, 
and that the Dominion is also entitled to a direct 
share of these resource revenues in order to 
amortize its own expenditures on developing them. 

The mining tax rebate is recommended because 
the profits of these companies are made from the 
depletion of natural resources within the province. 
No similar proposal is made in the case of other 
natural resources such as forests, water-powers, 
agricultural land, and fisheries, because adequate 


8Hg., Ontario contended that the Dominion income tax 
should not tax profits from mining operations. (Brief Pt. II 
pp. 52-55, see also Ev. pp. 7584ff.) British Columbia contended 
that much of its revenue was derived from the depletion of 
natural resources and that the Dominion should make allowance 
in its income tax policy. (Brief pp. 18lff; Ev. pp. 50797.) 


conservation measures can, in the great majority 
of cases, maintain the resources unimpaired. 

It is quite true that it would appear that 
adequate conservation policies are not, in fact, now 
being generally followed. This, however, is entirely 
a matter of provincial policy, and under the general 
arrangement proposed in the Commission’s fiscal 
plan all provincial governments are assured of 
sufficient revenues to carry out any reasonable and 
desirable conservation program. Public interest in 
conservation is evidently increasing in Canada, and 
if adequate funds are made available considerable 
expansion in this work may be expected. 

It is also true that certain specialized forms of 
natural resources, other than mineral deposits, are 
subject to exhaustion in the sense that conserva- 
tion or replacement would be uneconomic. For 
example, the white pine of the Ottawa valley and 
New Brunswick, the black walnut of southwestern 
Ontario, the black spruce of the lower St. Lawrence, 
the Douglas fir of British Columbia, many forms 
of wild life and some agricultural prairie lands 
have been, or are being, exhausted, and their 
replacement is not practical. | Nevertheless, 
resources of this nature can be evaluated with a 
far greater degree of accuracy than hidden mineral 
resources, and they presumably possess certain 
scarcity or monopoly values which enable pro- 
vincial governments to apply appropriate royalties, 
stumpage dues, and licences under their public 
domain revenue powers to compensate for the 
depletion of assets. 


ANNEX 


The Commission’s proposal is that the provinces 
should withdraw from all corporation taxes except 
bona fide licence taxes, taxes on real estate, and 
consumption taxes applicable to corporations and 
other consumers. It is not proposed that corpora- 
tions should be exempted from those taxes which 
would fall on their business if it were conducted 
by an individual, but a tax imposed on a type of 
business in which only corporations engage may 
well be in substance a tax on corporations. The 
essence of the Commission’s recommendation is 
that a corporation should be taxed by a province 
(and its municipalities) in respect of its business 
only in the same way that an individual or partner- 
ship would be taxed. The Commission’s recom- 
mendation applies in addition to analogous taxes 
which, by one device or another, in substance tax 
business entities more than an equitable estimate 
of provincial or municipal services rendered. The 
following list of provincial corporation taxes now in 
existence is illustrative, but not intended to be 
exhaustive, of the corporation taxes to be given up. 
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PROVINCIAL CORPORATION TAXES 


(Applying in one or more provinces—see Book 
III, for details of individual provincial corporation 
taxes.) 


1. Accident and Guarantee Companies. 
(a) Flat rate. 
2. Banks. 
(a) Capital stock 
(b) Number of branches 
(c) Average monthly volume of business 
(d) Excess of average monthly deposits over the 
sum of average loans and the increase in 
investments in provincial and municipal 
securities during the year 
(e) Net income 
(f) Reserve fund and undivided profits 
(g) Private bankers 
(h) Average amount loans and deposits. 
3. Building Companies. 
(a) Flat rate—not over $500. 
4. Chain stores. 
(a) Capital stock 
(b) Places of business 
(c) Net income. 


5. Electric Power Companies. 
(a) Capital stock 
(b) Places of business and population 
(c) Power lines and plants (Electric Power 
Taxation Act—Alberta) 
(d) Gross revenue 
(e) Net income 
(f) Electric meters in use. 
6. Express Companies. 
(a) Capital stock 
(b) Places of business 
(c) Mileage operated 
(d) Gross revenue 
(e) Net income 
(f) Surcharge. 


7. Extra-Provincial Companies.” 
(a) Retail sales in province 
(b) Capital invested or used in province 
(c) Gross income from construction contracts 
(d) Authorized capital and capital stock 
(e) Net income tax 
(f) Surcharge of $50. 
8. Finance Companies. 
(a) Capital stock 
(b) Places of business 
(c) Gross revenue 
(d) Flat rate 
(e) Net income. 


9. Fire Insurance Companies. 
(a) Gross premiums 
(b) Flat rate 
(c) Net premiums. 
10. Gas Companies. 
(a) Capital stock 
(b) Places of business and population 
(c) Gas consumed 


*New Brunswick did not have a general corporation tax until 
1938 except on Extra-Provincial Companies. 
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11. 


12. 


13. 


14. 


15. 
16. 


17: 


18. 


19. 


20. 


(d) Gross revenue 
(e) Net income 
(f) Gas meters in use. 
Grain Companies. 
(a) Capital stock 
(b) Elevators 
(c) Net income 
(d) Surcharge. 
Insurance Companies. 
(a) Gross insurance premiums 
(6b) Net insurance premiums 
(c) Places of business 
(d) Investments (extra-provincial companies) 
(e) Net income 
(f) Flat rate on head office in or outside prov- 
ince (life only) 
(g) Capital stock 
(h) Surcharge. 
Investment Companies. 
(a) Capital stock 
(b) Places of business 
(c) Gross revenue 
(d) Net income. 
Land Companies. 
(a) Capital stock 
(b) Places of business 
(c) Gross revenue 
(d) Net income 
(e) Investments and capital 
(f) Investment within the province. 
Liquor Export Companies. 
(a) Flat rate—$15,000 per annum. 
Loan Companies. 
(a) Capital stock 
(b) Places of business 
(c) Investments and deposits 
(d) Gross revenue 
(e) Net income 
(f) Fixed rate 
(g) Investment within the province. 
Mining Companies. 
(a) Capital stock 
(b) Places of business 
(c) Profits 
(d) Net income (metal mining companies) 
(e) Alternative 2 per cent mineral tax—assessed 
value of ore removed from mine (metal 
mining companies only) 
(f) Coal mines and coke ovens, output tax on 
tonnage. 
Oil Companies. 
(a) Capital stock 
(b) Places of business 
(c) Net income 
(d) Number and size of tanks 
(e) Pipe Line Taxation Act—based on the 
assessed valuation of the pipe line. 
Pipe Line Companies. 
(a) Capital stock 
(b) Places of business 
(c) Net income. 
Race Track Companies. 
(a) Capital stock 
(b) Places of business 
(c) Number of days track open 
(d) Net income. 


21. 


23. 


24. 


25. 


26. 


27. 


28. 


29. 


+ Includes all companies not specially taxed. 


Railway Companies. 
(a) Capital stock 
(6) Mileage operated 
(c) Net income 
(d) Places of business 
(e) “The Railway Taxation Act’—gross earn- 
ings 
(f) Agreement 
(g) Surcharge 
(h) Flat rate 
(z) Payment in lieu of taxes—C.N.R. 


. Sleeping Car Companies. 


(a) Capital stock 
(b) Places of business 
(c) Net income 
(d) Investment in cars for use in Canada 
(e) Annual fixed charge not exceeding $300. 
Steamship Companies. 
(a) Capital stock 
(b) Places of business 
(c) Net income 
(d) Flat rate. 
Telegraph Companies. 
(a) Capital stock | 
(b) Places of business | 
(c) Gross revenue 
(d) Net income 
(e) Amount invested in lines and property 
(f) Number of miles of wire used 
(g) Flate rate 
(h) Surcharge. 
Telephone Companies. 
(a) Capital stock 
(b) Places of business 
(c) Gross revenue 
(d) Net income 
(e) Telephone instruments in use 
(f) Long Distance Tolls. 
Tramways Companies. 
(a) Capital stock 
(b) Places of business 
(c) Mileage operated 
(d) Gross revenue 
(e) Net income. 
Trust Companies. 
(a) Capital stock 
(b) Places of business 
(c) Gross revenue 
(d) Gross earnings on investments for others 
(e) Net income 
(f) Fixed rate 
(g) Gross profits. 
Miscellaneous Companies.t 
(a) Capital stock, value of shares or capital 
employed 
(b) Places of business 
(c) Net income 
(d) Annual returns and registration fees based 
on authorized capital 
(e) Other taxes—Gasoline dealers 
(f) Surcharge. 
Surcharge on Corporation Taxes. 
(a) Interest. 


3. INHERITANCE TAXES 


In 1867 there were few large fortunes in Canada, 
and such concentrations of wealth as did exist 
were largely local in origin and in the form of local 
property—land, merchandise, ships, small saw-mills, 
flour mills, etc. The joint stock company with its 
attendant characteristics of large scale enterprise, 
widespread ramifications, and narrow concentration 
of wealth in security form, was as yet little 
developed. The coming of the railway greatly 
altered this situation, both directly and indirectly. 
To carry out projects, so tremendous in relation to 
the times, involved pledging the credit of the whole 
country, but the profits and control were concen- 
trated in a few hands in a few localities. As better 
transportation facilities made possible specializa- 
tion and industrialization (and a huge increase in 
production and wealth), big fortunes, which were 
in large part based on and made possible by the 
new national economy, grew and became increas- 
ingly concentrated in a few growing metropolitan 
areas. The evolution of this process and its 
important implications to succession duty taxation 
have been noted in various places in Book I. 

The provinces first entered the field of succession 
duty taxes during a period when they were more 
hard pressed financially than the Dominion, and 
up to the present the Dominion has left the field 
entirely to them, though there can be no question 
of the Dominion’s legal power to levy such taxes 
at whatever rates or by whatever methods it 
pleases. The rates at first were low, the yields 
small, and the disparities consequently unim- 
portant. But in recent years the first crop of 
Canadian millionaires has ripened for harvesting; 
rates have been substantially increased; and in the 
scramble for revenues—from wealth which can no 
longer be considered as local in origin—inequities 
of double taxation, impediments to free movement 
of capital, excessive administration, litigation and 
tax compliance costs, and a strikingly dispro- 
portionate division of revenues have come into 
existence. 

Inheritance taxes take two principal forms—a 
tax levied on the whole corpus of the estate, which 
is usually called an estate tax, and a tax levied on 
the shares passing to beneficiaries, which is usually 
called a succession or legacy duty. The constitu- 
tional limitation of the provincial taxing power to 
“direct taxation within the province” has pro- 
duced a series of complicated legal decisions as to 
the validity of provincial succession duty statutes. 
It is unnecessary to discuss the details of these 
cases except to note that, in conformity with the 
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decisions, each province in Canada now imposes 
death taxes on all property situate within the 
province and also on all transmissions within the 
province of personal property situate outside it. 

This legal situation has led to great unfairness 
and inequality in the amount of tax exacted from 
estates of the same size and bequeathed to bene- 
ficiaries bearing the same degree of relationship to 
the decedent. One estate having assets only in 
the province in which the decedent was domiciled 
and passing to beneficiaries within that province 
will be taxed only once; another estate of the same 
value having assets in several provinces will be 
taxed by each province on the assets locally situate 
within it, and will be taxed a second time on the 
transmission of the property to the beneficiaries in 
the province in which they reside. It is plainly 
inequitable that two similar estates within the 
same province should be taxed substantially 
different amounts because assets of the same value 
are held in different forms. Whatever may be 
said of the taxing of real property and of tangible 
personal property, on the basis of situs, the appli- 
cation of rules ascribing an artificial situs to 
intangible personal property appears to produce 
results which are quite indefensible. Thus, com- 
pany shares are taxed by the province in which 
the transfer office of the company is situated on 
the basis that such shares have a situs at the place 
where they may be effectively dealt with. Again, 
moneys payable under insurance policies are taxed 
in the province in which they are payable, and 
this place of payment may be determined by the . 
place in which the application for insurance was 
made many years earlier.10 


Administrative regulations also frequently give 
rise to vexatious delays and other abuses. Most 
provincial succession duty statutes impose duties 
of disclosure on executors and administrators, and 
forbid insurance companies to make payments, and 
other companies to allow transfers of shares until 
releases have been obtained from the provincial 
authorities; and heavy penalties are imposed for 
breach of these provisions. In the result, executors 
are frequently obliged to engage in litigation to 
establish that the estate is not subject to taxation 
or else (as the price of being allowed to realize 


10.g., a person who, twenty years ago was temporarily 
resident in Quebec may have applied for an insurance policy. 
Under the terms of the Quebec Insurance Act, Sec. 213, the 
policy was made subject to the ae statute and was payable 
within the Province. Even though the insured person moved to 
British Columbia, and maintained his domicile there for twenty 
years until his death, unless he had taken steps to amend his 
policy, the moneys payable under his policy would be subject to 
Quebec succession duties on the theory that the debt is payable 
and, therefore, physically situate within Quebec. 
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the assets of the estate) make payment of a tax 
which they believe is not legally due. It was said 
that such cases arise most commonly in estates of 
moderate size where, if the property subjected to 
double taxation comprises a substantial portion of 
the estate, serious hardship may result.11 


The Commission heard many complaints from 
business organizations about the inequities and 
vexations of the present situation.12 Several of 
the provinces also criticized the present situation, 
though largely on the ground of inequality of the 
yield as between provinces.13 


Logically the difficulties of double taxation could 
be minimized by an adequate system of reciprocal 
agreements between the provinces, but the history 
of such agreements does not suggest that this 
remedy, even if possible, is likely to be permanent. 
Over a number of years reciprocal agreements to 
avoid double taxation were made between most, 
if not all, provinces in Canada; they were 
repudiated within a very short time.14 So long as 
such agreements can be destroyed by the unilateral 
act of one of the parties, the protection which they 
afford is temporary and uncertain. 


The features of double taxation between prov- 
inces which we have discussed appear also as 
between the provinces of Canada and foreign 
countries. Double taxation tends to impede the 
free flow of investment capital between other 
countries and Canada, and can only be avoided 
by agreements between taxing authorities. Some 
provinces have attempted to negotiate such agree- 
ments, but the agreements which they may make 
can never have the binding force of international 
treaties or conventions; nor is it quite reasonable 
to expect other nations to negotiate separately with 
each Canadian province. The Dominion is in a 
much better position to negotiate international 
agreements and it would no doubt do so if it had 


11 Bx, 95, Brief of Dominion Mortgage and Investments Ass’n, 
p. 14; Ex. 394, Brief of Canadian Chamber of Commerce. 

12 Ex, 66, Brief of Regina Board of Trade, p. 2; Ex. 92, 
Brief of Canadian Life Insurance Officers’ Ass’n, p. 23; Ex. 95, 
Brief of Dominion Mortgage and Investments Ass’n, pp. 10-17; 
Ex. 236, Brief of Edmonton Chamber of Commerce, p. 52; Ex. 
267, Brief of Citizens’ Research Institute of Canada, pp. 60-63; 
Ex. 268, Brief of Toronto Board of Trade, pp. 45-49; Ex. 394 
Brief of Canadian Chamber of Commerce, pp. 5-6; Ex. 401, Brief 
of Communist Party, pp. 61, 68. 

13 Mor views of various provinces with respect to jurisdiction 
see: Brief of Man. Pt. VIII, p. 55; Brief of Sask. pp. 116-20 
(Ey. pp. 1589-97); Brief of N.S., p. 52 (Ev. pp. 3497-98); Brief 
of P.E.I., pp. 47-48?) Brief of. Ont, Pt. I1,)pp. 67-69, (Ev... pp. 
7661-69); Brief of N.B., pp. 30-31 (Ev. pp. 4062-65). 

1447Tt was stated in evidence at the Commission hearings in 
Toronto (Ev. pp. 7667-69) that, following the abrogation by the 
Province of Alberta of the agreement with Ontario, the latter 
Province denounced not only the Alberta agreement but the 
agreements with all other provinces, and there followed the 
destruction by other provinces of the whole system of reciprocal 
agreements that had been laboriously built up. 


sole control of inheritance taxes and was thus able 
to implement the undertakings which it would have 
to give. 

We have discussed at length in Book I of this 
Report the integrated nature of the economy and 
the tendency of surplus income and taxable wealth 
to “pool up” in certain metropolitan areas where 
the head offices of national enterprises are located. 
This in part explains the differences among the 
provinces in the per capita yield of succession 
duty taxes. From 1926 to 1939, for example, 85 
per cent of all succession duty collections were 
made in Ontario and Quebec yet during these years 
these two provinces produced on the average only 
about 65 per cent of the national income. While 
undoubtedly the exploitation of natural resources 
within the province has frequently been the source 
of large incomes and large estates, this exploita- 
tion has often been facilitated by national trans- 
portation, trade, and monetary policies. Other 
large estates have been the result of accumulation 
of profits from mercantile, financial, transportation 
and other enterprises with national ramifications. 
And it may be reasonably assumed that every 
large estate in recent times has been at least in 
part accumulated out of profits from nation-wide 
enterprises. Hence, whatever the situation when 
wealth was largely the result of local enterprise, 
it cannot now be assumed that the provinces have 
any moral right to the exclusive enjoyment of the 
tax on the ground that provincial policy has made 
possible the accumulation of large estates. Indeed, 
the only equitable way in which the tax could be 
left to the provinces would be by a system of 
centralized collection and redistribution among the 
provinces, perhaps on a per capita basis. 


The great variability of the yield from succession 
duties in general makes them unsuitable as pro- 
vincial taxes from the point of view of stability of 
revenues. The death of one rich man may distort a 
province’s revenues out of all proportion. Windfalls 
of this sort may tempt a government into unduly 
optimistic expenditures. On the other hand, 
budgetary estimates of the yield can be little more 
than guesswork, and the failure of estimated 
revenues from the tax may throw a provincial 
account into serious deficit. Were the tax exclusively 
a Dominion tax, the yield would be much less 
variable in view of the much wider population 
base and, in any case, the variability would not 
unbalance Dominion revenues to anything like the 
same degree, in view of the much larger Dominion 
revenues and wider assortment of tax resources. 
Given other assured revenues equal to the average 


yield of succession duty taxes, there can be little 
doubt that every province would find its revenue 
position more stable, and less subject to uncon- 
trollable fluctuations. 


The variability of the yield in each province, and 
the inequalities of the yield as between provinces, 
are clearly indicated by the following table:— 


Succession Duty Co.iections In RELATION To PRovinciAL 
REVENUES, 1926-1937 


Succession Duty Proportion of Provincial 

Total Provincial Revenues, exclud- ahares of 

— ing Subsidies 1926-1937 ; apa 

Annual Annual raesaee 
Low High Average 1937) 

% % % % 

Prince Edw. Island. 1-9 7-1 4-3 0-2 
Nova Scotia....... 4-5 14-1 6-7 2-1 
New Brunswick.... 4-6 18-7 8-1 2-0 
QUE e ies se eiiele cs 10-0 20-4 13-0 27-4 
Ontariors #2... 10-4 23-9 17°6 56-1 
Manitobar: 4... ct 3-0 10-1 5-2 2-9 
Saskatchewan...... 1-6 3-9 2-7 1-6 
Alberta ein thu.4 2-2 7-7 4-0 2-8 
British Columbia. . 2-4 5-0 3-8 4-9 
100-0 


In the modern state inheritance taxes are an 
important instrument of social policy, especially 
as a means of financing social services and thus 
effecting some transfer of wealth from rich to poor. 
Were the provinces completely responsible finan- 
cially for carrying social services there might be 
a strong argument for leaving the tax with the 
provinces. But the Dominion is already bearing a 
larger portion of welfare costs than that carried by 
provincial budgets,15 and our proposal that the 
Dominion should take over the responsibility for 
unemployed employables, and should make adjust- 
ment grants on the basis of need, will, if imple- 
mented, place the major share of the cost for public 
welfare upon the Dominion. But in any case, it 


Pustic WELFARE EXPENDITURES 1937-9 
(Exclusive of military pensions and after-care) 


(Thousands of Dollars) 
ee 1937 1938 1939 
PO OMUIN ION oh, cer sare baiate viele ensiecers 111, 183 84,141 114, 995 
PTO GINOIAL a wie won sistem aie sie viele, 80 88, 724 84, 569 82, 986 


* Appendix I., p. 37. 
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is doubtful whether inheritance taxes can be 
effectively used by nine provincial governments as 
an instrument of social policy, at least without 
serious detriment to the national economy. 
Although the total revenue raised by succession 
duties in all provinces has averaged less than $20 
million a year during the past ten years, or between 
3 and 5 per cent of the combined Dominion- 
provincial revenue, succession duties as they are 
now enforced are detrimental to the Canadian 
economy. The rates and the degree of graduation 
of taxation are not uniform in the different prov- 
inces and wealthy individuals have, therefore, an 
inducement to choose with care their place of 
residence and the location of their investments. 
They cannot with impunity choose the former on 
grounds of amenity and the latter in accordance 
with economic opportunity. There is even an 
inducement for a province to keep its inheritance 
taxes relatively low in order to attract the owners 
of wealth. To avoid double taxation, investors will 
tend to confine their investments to the province 
in which they are domiciled.t16 The individual, 
faced with the prospect of double taxation, cannot 
be criticized for taking such steps to avoid it as 
are open to him, but it is not in the public interest 
that freedom of investment and the free movement 
of capital within Canada should thus be hampered. 


High rates of inheritance taxes are, of course, 
likely to have important effects on the national 
economy. It is sometimes contended that they 
tend to deplete the capital resources of a nation 
while income taxes do not. This contention is, in, 
ordinary circumstances, mistaken. Both these taxes 
tend to deplete the capital resources of the state 
but they take the place of other taxes which would 
be required instead. Thus, while falling on some 
citizens, they indirectly enable others to save. In 
some cases, too, individuals may have been stimu- 
lated to make greater savings in order to leave 
what they consider a suitable provision for their 
heirs. Of course, just as severe rates of income tax 
may lead taxpayers to refrain from exerting them- 
selves to earn some additional income which would 
be heavily taxed, so severe rates of inheritance tax 
might lead people to avoid accumulations of wealth 
and to buy annuities.17 

Admitting the possibility of adverse effects on 
the national income from excessive rates of 


16 It was stated in evidence (p. 9541) by the genera] manager 
of a large trust company, that it had been found necessary to 
advise clients to invest in only one province. 

17In the case of both taxes some provision has had to be 
made against the abuse of gifts inter vivos and both the Federal 
Government and the provinces have imposed taxes on these gifts. 
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inheritance taxes, inheritance taxes in Canada still 
seem to afford some leeway before this point is 
reached. In Canada the rates of inheritance taxes, 
like the rates of income taxes, are light in the 
lower brackets in comparison with the levies 
imposed by other countries. For the ten-year 
period 1926-35, the yield of inheritance taxes per 
capita was annually from 1°8 to 3:8 times as large 
in Australia as in Canada, and from 2:1 to 5:2 
times as large in New Zealand as in Canada. 
Nevertheless, if this reserve should be tapped by 
nine different jurisdictions there can be little doubt 
that the tendency would be to increase the 
inequities of double taxation, and to encourage tax 
evasion by various expedients. If this reserve is 
to be tapped, there can be no doubt that the most 
economical method of doing so, and the method 
least harmful to the national economy, is by the 
Dominion alone. 


A further consideration is the probability—if 
our financial recommendations are not adopted— 
that the Dominion may be compelled to enter the 
inheritance tax field either to assist in meeting 
recurring deficits in current account, due so largely 
to financing unemployment relief, or to assist in 
financing emergencies such as war expenditures. 
Such a step might indeed be serious to the national 
economy, as well as to potential taxpayers. And, 
in any case, it would impair inheritance taxes as a 
source of provincial revenues. 


Finally, inheritance taxes, like income taxes, 
require a fairly elaborate organization for their 
efficient collection. There is a certain practical 
convenience and perhaps less opportunity for 
evasion if both can be collected by the same 
authority. The returns which a taxpayer makes 
in his lifetime afford some help in checking the 
returns18 which are made on his death and the 
converse of this proposition is equally true. The 
Dominion is probably in a better position than any 
single province to deter citizens of Canada from 
establishing domiciles outside Canada for the pur- 
pose of escaping from liability for Canadian 
inheritance taxes. 


For the reasons set forth at length above, the 
Commission recommends that the provinces with- 


18 See Ex. 357, Brief of N.B., pp. 30-31; Ev. (N.S.), p. 3947. 


draw entirely from the inheritance tax field. Such 
a step is an essential part of the Financial Plan 
recommended by the Commission. But, in any 
case, the Commission is convinced that inheritance 
taxes are not a satisfactory source of provincial 
revenue, whether from the point of view of stability 
of revenues, or of the effects of the tax on the 
national economy. The Dominion would be a more 
efficient tax-gatherer than nine provincial juris- 
dictions in that it could collect the most revenue 
at any given rate with least injury to the tax- 
payer and least harm to the national income. If 
our financial recommendations are not adopted, and 
if the provinces still elect to retain inheritance taxes, 
we think that every effort should be made to work 
out a common inheritance tax program for all 
provinces, and to entrust collection to the Dominion 
which would redistribute on an agreed basis. This 
at least would have the merit of minimizing double 
taxation and the present tendencies of inheritance 
taxes towards immobilizing investment. 


* * & & 


Federal Administration of Inheritance Taxes.— 
It would be particularly important, if the Com- 
mission’s recommendations are implemented, to 
provide for decentralized collection and to give 
local collectors adequate authority to clear estates 
promptly. Nothing could be more indefensible and 
irritating than prolonged negotiations, at a time 
of emotional strain and probable financial demands, 
with a distant authority over details which could 
be settled immediately by a man on the spot. 
Succession duty collection procedure consequently 
cannot be modelled after income tax procedure, 
where delays in final settlement due to special 
investigation or pressure of departmental work do 
not usually result in any hardship or inconvenience 
to the taxpayer. It must, of course, be recognized 
that special arrangements would have to be made 
in Quebec to conform to the differences between 
the Civil Code and the common law in such matters 
as the functions of executors and administrators, 
as to the principle of community of property 
between husband and wife, and as to laws of 
transmission. The framing of succession duty 
statutes involves important questions of equity and 
efficiency in taxation which are discussed in 
Chapter VIII of this Section. 


4. Summary or Tax RECOMMENDATIONS 


For reasons set forth in detail in the preceding 
divisions of this chapter the Commission recom- 
mends that the provinces should withdraw entirely 
from the following tax fields:— 

(a) Income taxes (with an exception for pre- 
miums for social insurance within provincial 
jurisdiction) ; 

(b) Corporation taxes as defined in detail above; 

(c) Inheritance (or Succession Duty) taxes. 


The Commission recommends further that a 
rebate should be made to the provinces of an 
amount equal to 10 per cent of all profits of mining 
(including oil development), and smelting and 
refining of native provincial mineral products. 


The Commission’s recommendations in these 
respects are based on two grounds. (1) The 
withdrawal of the provinces from these fields is 
an essential feature of its Financial Plan, since 
under this Plan the Dominion will assume all 
deadweight provincial debt, responsibility for 
unemployed employables, and new National Adjust- 
ment Grants to certain provinces. All provinces 
will, under these circumstances, receive an adequate 
quid pro quo for withdrawal from the tax fields 
specified. (2) The transfer of these tax sources 
to the Dominion and their use by a single juris- 
diction is essential, both for reasons of equity as 
between provinces, and for assuring that these tax 
fields will be exploited with least harm to the 
national income. 


19 The Governments of Ontario (Ev. p. 7621) and of British 
Columbia (Ev. p. 5080) said that if the Dominion abandoned 
the personal income tax field, they could (with, in the case of 
B.C., certain other adjustments) arrange their finances satis- 
factorily. Such a proposal would, of course, not only cripple 
Dominion finances and be a major blow to possibilities of reform- 
ing and modernizing Canadian taxation, but would also com- 
pletely fail to meet the needs of the majority of the other 
provinces. 
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In view of the general provisions of Plan I it 
is not necessary to consider the objection that 
some provincial governments would, in the case 
of any of these taxes, or all taken together, forgo 
more than others. Provincial governments are 
undoubtedly more interested in having adequate 
revenues to perform their functions than in taxes 
for their own sakes. Since such revenues as a 
whole are assured, and in the majority of cases far 
more definitely assured than could be done by any 
conceivable delegation of taxing powers,19 the 
Commission’s proposals cannot be criticized on the 
ground that some one of the transfers recom- 
mended, taken individually, will affect provinces 
unequally. 

It must be recognized that any one of the Com- 
mission’s proposals, taken alone, might work out 
in a very inequitable way. This introduces a final 
consideration, viz., the unfair, and in some cases 
intolerable, pressure on taxpayers in some prov- 
inces and on some provincial governments which 
would result if the Plan should not be implemented, 
and circumstances should force the Dominion to 
increase existing personal income taxes and cor- 
poration income taxes in competition with current, 
or possibly higher, provincial taxes, and probably to 
enter the inheritance tax field as well. This would 
not only produce double taxation of crushing 
proportions, but double taxation which would 
vary greatly as between provinces, entailing disad- 
vantages to investment and free movement of 
individuals. It is important to note that under 
the present system, far from there being any 
security against this occurring, there is a strong 
tendency in this direction. It is only under some 
comprehensive arrangement such as that proposed 
in Plan I that the provincial governments now in 
the strongest position will be protected against 
continued encroachment on their revenue sources 
without compensating relief from responsibilities. 


CHAPTER IV 


DOMINION AND PROVINCIAL DEBTS 


Governments come and go, and human memories 
are short, but the full history of every administra- 
tion is preserved for the edification of future 
generations in the debt—or absence of debt—of 
each governmental unit. 

Government debt was originally incurred either 
to make communal investment in public works of 
some form, or to meet emergencies and temporary 
deficits. In the former case the debt was usually 
expected to be self-supporting; in the latter to be 
liquidated quickly when normal conditions returned. 
So long as it was possible to maintain substantially 
this position governmental debts presented no par- 
ticular problem. It was only when large invest- 
ments in public works turned out to be neither 
directly nor indirectly self-supporting, and when 
funded deficits grew to such size that their 
amortization in a short period of time was not 
practical, that the problem of deadweight debt 
arose.1 

For the purposes of our discussion we may 
classify government debts in three categories: 
self-supporting debts which pay their full interest 
and amortization charges directly; productive, but 
not directly self-supporting debts represented by 
tangible and useful assets which increase the 
productive power and taxable capacity of the 
economy, and are thus in fact indirectly self- 
“supporting in whole or part; and deadweight debts 
representing deficits and bad investments for which 
no tangible or useful assets exist.2 

The amount of directly self-supporting debt— 
whether very large or small—of any government is 
of little importance as far as public finance goes, 
although it may affect, to some degree, the distri- 
bution of income both as between classes and 
between regions. The importance of productive, 
but not directly self-supporting, debt will depend 
on the degree to which the debt is, in fact, indirectly 


1For growth of debt structure see Book I: Public Finance 
section in each chapter. 


2Tt may be objected that the concept of deadweight debt is 
more appropriate to a commercial undertaking than to a govern- 
ment, since deadweight debt (unless due to such losses as embezzle- 
ment, for example) may be represented by intangible but never- 
theless valuable social assets. For example, although relief debts 
have no offsetting assets in the balance sheet they were necessarily 
incurred to keep some of the population from starving, and to 
preserve the whole social framework; and the offsetting asset of 
war debts may be the country’s independence. But for purposes 
of practical consideration, a. specific classification, reducible to 
accounting terms, is necessary. 
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self-supporting.” What is of great importance, how- 
ever, is the amount of deadweight debt, particularly 
if it is held outside the taxing jurisdiction of the 
debtor government. This can force a government 
into bankruptcy, or, less extremely, necessitate an 
undesirable curtailment of services in an effort to 
meet the fixed charges without excessive taxation. 
Few provincial governments are in a position to 
carry any substantial amount of deadweight debt; 
the Dominion Government, with its comprehensive 
tax basis and economic and financial powers is in 
much the best position to carry this burden 
advantageously. 


It is generally the case that the provinces with 
the proportionately heavier deadweight debts— 
arising from unprofitable investments and deficits 
—are also the provinces in inferior economic posi- 
tions, and the burden in such cases is doubly 
onerous. Many of the distortions of the corpora- 
tion taxation system may be traced to the efforts 
of governments in this position to secure revenues 
to which they felt morally entitled but which 
they normally were not in a position to collect. 
The deadweight debt burden is also responsible for 
many of the great disparities in governmental 
services, with all their undesirable economic and 
social consequences, in different parts of Canada. 
And finally, the burden of deadweight debt, which 
is frequently singled out for political attack, is a 
constant menace to the credit of the government — 
and the security of investors in its bonds. 

It may be argued, however, that where dead- — 
weight debt represents extravagance and misman- 
agement, the electorate should pay for their failure — 
to elect a more business-like government. But, 
whatever examples of extravagance may exist, only 
a very small portion of the total deadweight debt 
of Canadian governments can be charged to | 
mismanagement. The great bulk of it has accum- — 
ulated partly as a result of investments in trans-— 
portation and other developmental facilities, which 
were generally considered sound and necessary at — 
the time, and partly as a result of the unpredictable — 
impacts of the World War, and later of the world © 
depression, with all their attendant social costs. A 
substantial proportion may be attributed to the 
lack of effective co-ordination between Dominion 
and provincial governments in facing such major 


problerhs as unemployment and _ transportation. 
Only in extreme cases of extravagance and incom- 
petence—which usually become notorious and are 
likely to be condemned in short order—can a largely 
uninformed and non-technical electorate be held 
responsible for having failed to check a fiscal policy 
which later turned out to be disastrous. 


At Confederation the expediency was recognized 
of pooling in the hands of the Dominion the $70 
_millon of largely non-self-supporting provincial 
- debt resulting from railway and canal expenditures. 
Provincial deadweight debts did not again become 
a serious problem until the Western Provinces 
made relatively huge commitments for railway 
guarantees in the immediate pre-War boom. The 
Dominion, through the Canadian National Rail- 
ways, in fact, although not formally, later assumed 
these guarantees, and saved some at least of the 
western governments from bankruptcy. During 
the depression provincial deadweight debts have 
again begun to mount rapidly as a result of 
reduced investment earnings, deficits on ordinary 
account, and relief expenditures. In the most 
serious case—that of Saskatchewan—the Dominion 
has already assumed a large part of the provincial 
debt created by relief, but, as is well known, the 
debt structure of some provinces demands imme- 
diate attention. 


Such attention should not be regarded as being 
primarily an expedition to rescue bondholders, 
although the Commission does not have to 
apologize for recommending a solution which does 
not impose on a few groups of investors losses which 
arose from general and uncontrollable causes. The 
principle of national responsibility was recognized 
by implication when the Dominion made loans to 
the Western Provinces from 1931 to 1934 to meet 
maturing debt and interest obligations, and although 
this practice was subsequently discontinued, some 
may feel that a moral guarantee remains to pur- 
chasers of provincial bonds during this period... The 
primary purposes of the Commission’s recom- 
mendation-that the Dominion should assume the 
responsibility for servicing all non- -self-supporting 
provincial debt-are-to~put all provinces in a posi- 
tion to proceed with reasonable borrowing for 
productive purposes and to put: the debt problem 
in the hands of the government which can most 
efficiently and advantag€ously handle it.~Destruc- 
tion of provincial credit not only-damages investors 
(and through investors,—who include banks, trust 
companies, insurance companies, and other govern- 
ments,—a major portion of the Canadian people in 
some form or other), but it directly hurts the 
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residents of the province itself and prevents financ- 
ing of desirable development on favourable terms, 
and borrowing to meet some sudden need on any- 
thing but ruinous terms. Canada should try to 
avoid the vicious cycle of high interest rates because 
of frequent defaults, and frequent defaults because 
of high interest rates, which has burdened the 
people of many central European and _ Latin- 
American agricultural areas and blocked any 
improvement in their standards of living. 


It has frequently been suggested that the 
particular difficulties of the Western Provinces be 
recognized by cancelling their debts to th 
Dominion. Quite apart from the general con 
siderations of the Commission’s Plan I, which 
applies the same principles to all provinces alike, 
it would not be just and equitable to single out 
the Western Provinces, or some of the Western 
Provinces, for special treatment because deadweight 
debt has increased more, and more rapidly, there 
in recent years than in other provinces. In fact, 
persistent difficulties, reflected in chronic deficits 
and a long, slow accumulation of deadweight debt 
may be much more serious, and bear with much 
greater pressure on provincial residents, both as 
recipients of services and taxpayers. 


A special feature of Canadian governmental 
debts is the high proportion payable in foreign 
currencies. These debts were contracted when 
maintenance of the gold standard was taken for 
granted, and only fractional foreign exchange rate 
fluctuations were anticipated. The possibilities of 
wide variations in the exchange rate due to external 
and uncontrollable forces, and deliberate varia- 
tions to facilitate economic adjustment and to 
redistribute burdens and income internally were not 
appreciated. Within the last decade, however, 
exchange rate control has become a recognized and 
almost respectable weapon in every nation’s arsenal 
of economic policies. It has also become apparent 
that if this weapon is to be used effectively it must 
be in the hands of one body, and that all commit- 
ments in foreign currencies, by governments or 
individuals, must be subject to the control of that 
body. 

Only one-half the total provincial debt, and 60 
per cent of the total Dominion and Canadian 
National Railways debt, are payable exclusively in 
Canadian currency. The potential exchange burden 
on interest payments in foreign currencies of some 
$115 million a year, and of maturities averaging 
about half this amount,? for Dominion and 


8 See Book III and Appendix I. 
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provincial governments alone, is a major item. It 
is also one which is completely uncontrollable by 
the provinces (in so far as past commitments are 
concerned), and one which can now scarcely be 
held to be primarily a provincial responsibility since 
the Dominion has accepted full responsibility for 
exchange policy. » Under the Commission’s recom- 
mendations, the Dominion would meet any addi- 
tional payments which might arise from exchange 
rate fluctuations since the Dominion will pay the 
total debt charges, including any exchange 
premium, on all provincial debts. « (The amounts 
which the provinces will turn over to the Dominion, 
representing the interest on their self-supporting 
debts, is of course a fixed sum in Canadian 
currency.) 

It would be clearly undesirable to relieve 
provincial governments of their existing debt 
burdens, and leave conditions which would neces- 
sitate or encourage renewed borrowing of a dead- 
weight character and a repetition of the present 
situation within a short period of time. The 
Commission’s proposals for adjustment and emer- 
gency grants in Plan I are designed to avoid the 
necessity of provincial borrowing to meet chronic 
deficits or sudden disasters in the future. It is 
recommended that borrowings for developmental 
purposes, or productive public works, may either 
be made directly, on the sole credit of the prov- 
ince, with the one restriction that principal and 
interest must be payable only in lawful money of 
Canada, or they may be made through the Finance 
Commission, after its approval has been secured. 
In the first case, if a province chooses to borrow 
directly on its own credit, the service on the loan 
must be met entirely by the province, and will be 
excluded in calculations for adjustment grants. If 
the loan proves self-supporting (directly or indi- 
rectly) this will not, of course, concern the prov- 
ince; if the loan should fail to prove self-supporting 
the province will have to impose somewhat heavier 
taxation, or make somewhat greater reductions in 
its other expenditures. In the alternative case, if 
a province submits its loan proposal to the Finance 
Commission, and secures the approval of that body, 
it would be equally unaffected if the loan proved 
self-supporting. But if the loan shoul fail to be 
self-supporting, the province would be able to 
include the charges of the loan should it be entitled 
to present a claim for an increase in its National 
Adjustment Grant (or for a grant in case it should 
not then be receiving one). 


A special situation exists in Quebec where the 
Provincial Government. has assisted’ the financing 
of certain hospitals and other charitable institu- 
tions by granting subsidies, which are deposited 
with a trustee, for the specific purpose of paying 
interest and amortization charges on the institu- 
tion’s funded debt. In other provinces where 
similar assistance has been given, the debt has 
either been directly assumed or directly guaranteed 
by the provincial government. The amount which 
the Province of Quebec has contracted to pay under 
this arrangement was $15,786,000 as at June 30, 
1938. It is not proposed to disturb the present 
contractual arrangements between the holders of 
these institutional bonds, the trustees, and the 
Provincial Government, but in order to put the 
Province of Quebec in exactly the same position 
it would be in if these bonds had been directly guar- 
anteed by the Provincial Government, and so on a 
comparable basis with those of other provinces, the 
subsidies paid have been included in the calculation 
of the National Adjustment Grant recommended. 
The financial results to the Province and to the 
Dominion are thus exactly the same as they would 
be if the service charges were transferred to the 
Dominion—i.e., the National Adjustment Grant 
would be reduced by whatever amount of debt 
service was transferred. 

It is clear that the Commission’s proposals 
throw a substantial burden on the Dominion. Not 
only will all existing non-self-supporting debt be 
assumed by the Federal Government, but it would 
appear likely that future increases will tend to 
become Dominion liabilities. This is the Commis- 
sion’s deliberate intention, since there is ample 
evidence to establish that the Dominion, and only 
the Dominion, can and should bear the fixed 
deadweight charges which have arisen from unpro- 
ductive developmental policies and from depression 
expenditures largely beyond the control of the 
individual provinces. There are also positive 
advantages arising from consolidation and unified 
management of Dominion and provincial debts. 
Substantial savings would be achieved, at least 
relatively, over a period of time by refunding. The 
most advantageous distribution of maturities and 
timing of new issues would be possible. Debt 
management would be in the hands of the govern- 
ment responsible for monetary and exchange policy. 
As this is also the government which would be 
responsible for unemployment relief and for dealing 
with major emergencies such as war, effective 
co-ordination of all these policies could be achieved. 


CHAPTER V 


NATIONAL ADJUSTMENT GRANTS 


The Commission’s recommendations for payment 
of National Adjustment Grants, and for provision 
of a body to advise on future adjustment grants 
and emergency grants, are of major importance for 
several reasons. They are a complete break from 
the traditional subsidy system and the principles 
ostensibly underlying it. They make provision for 
the Commission’s recommendations (other than 
those for the relief of unemployed employables) 
on the major subjects of public welfare, education, 
and provincial developmental and conservation 
expenditures. They illustrate the Commission’s: 
conviction that provincial autonomy in these fields 
must be respected and strengthened, and that the. 
only true independence is financial security. They 
meet a number of provincial grievances and claims, 
raised under other heads. They are designed to 
make it possible for every province to provide for 
its people services of average Canadian standards 
and they will thus alleviate distress and shameful 
conditions which now weaken national unity and 
handicap many Canadians. They are the concrete 
expression of the Commission’s conception of a 
federal system which will both preserve a healthy 
local autonomy and build a stronger and more 
united nation. 


The proposed method of operation has been 
outlined in the description of Plan I.1 . Joint 
provincial-municipal expenditures on public wel- 
fare and education have been taken on a per capita 
base for every province, and, after adjustment in 
some cases for costs of living and other local 
circumstances, have been compared with the 
national average.?. In addition, the annual average 
of total current highway, agriculture, and public 
domain expenditures by each province for the 
years 1928 to 1931 was taken as the most satis- 
factory estimate available of “normal” develop- 
mental expenditures in that province. (An 
exception had to be made for the Prairie Provinces, 
since control of their resources was not transferred 
to them until 1930, and in their cases, only 
highway expenditures were taken.) The base 


1See p. 83. 
2The national average excludes, for reasons to be noted, the 
Province of Quebec. 
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period chosen is the most favourable one, from 
the point of view of the provinces, that could be 
selected, but the Commission does not consider it 
excessively generous in view of the expanding 
nature of highway expenditures, and the evident 
need for developmental and conservation expendi- 
tures in many instances. .The proportion of total 
provincial and municipal taxation to the total 
income of each province (considering only those 
taxes which would remain with the provinces under 
the terms of the Commission’s tax recommenda- 
tions in Plan I) has been compared with the 
national average.» In the subsequent calculations 


less weight has been given the taxation comparison, 


which could not be as satisfactorily determined as 
the education, welfare, and developmental expen- 
diture comparisons,” but the taxation comparison 
was introduced so that no province would be 
penalized for having provided superior services if 
it had done so by having taxed its residents with 
more than average severity, and so that no prov- 
ince would receive a payment to enable it to 
improve inferior services if it had chosen to have 
inferior services in order to tax its residents less 
severely than the average. The only exception 
to this general method was in the case of Quebec 
where the notable work of the Church in the fields 
of education and public welfare could neither be 
ignored nor measured in monetary terms. Conse- 
quently, in the case of Quebec it was necessary to 
make the arbitrary assumption that the contribu- 
tion of the Church brought education and welfare 
service standards up to the national average. 


The Commission has for this purpose developed 
a series of public finance and provincial income 
statistics in which every effort has been made to 
secure real comparability, but it is keenly aware of 
the crudeness of the:techniques and the approxi- 
mate nature of the statistics on which it has had 
to rely. However, in spite of the margin of error 
necessarily present, the Commission believes that 
its estimates furnish a satisfactory working base 
until more refined statistics are developed. It is 
the Commission’s hope that the Finance Commis- 
sion (or in the event of the Commission’s recom- 
mendations not being implemented, some other 
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appropriate body) will develop and improve this 
material, which is basic to any serious considera- 
tion of public finance in general and Dominion- 
provincial relations in particular. 


The purpose of the National Adjustment Grants 
to be paid by the Dominion to the provincial 
governments is then, in brief, to provide for 
balanced provincial budgets after provision for 
expansion of education and welfare services to the 
national average where these services are below it, 
and expansion of developmental expenditures to 
the 1928-31 averages of the individual provinces. 
This is, of course, a radical departure from the 
existing system of statutory subsidies, supple- 
mented by special subsidies and _ conditional 
subsidies. The statutory subsidy system was not, 
however, so dissimilar in its origin. As we have 
discussed in Book J,? and as noted in the studies 
made for the Commission4 the original subsidies 
were frankly adopted as expedients to make Con- 
federation possible. After functions and taxation 
powers were allocated to the new Dominion and 
provincial governments it was clear that the 
remaining provincial and municipal revenues would 
be insufficient to support the remaining provincial 
and municipal expenditures. Reluctantly, for there 
was strong feeling against one government raising 
money to be transferred to and spent by another 
government, it was agreed to meet the difference 
by Dominion subsidies. Considering the unde- 
veloped state of the taxation system and the nature 
of the economy of the time, there appeared to be 
no practical alternative. But although the sub- 
sidies were thus initially determined by the 
calculated fiscal need of the provincial govern- 
ments, great efforts were made to freeze them in 
perpetuity at the 1867 amounts, and to this end 
elaborate formulae were devised to fit the amounts 
and to give the appearance of equality of treat- 
ment. Even at that time statistical equality of 
treatment did not produce real equality, but the 
more self-sufficient nature of the economy, and the 
much smaller scale of public finance as compared 
with today made the differences of little import- 
ance. Neither the growth in governmental respon- 
sibilities nor the great regional shifts in taxable 
incomes which occurred in the next seventy years 
could have then been foreseen. 

As we have recounted at length in Book I it 
proved impossible, almost from the very beginning, 


8 Book I, Chap. I. 


4 Appendix 2—D. G. Creighton: British North America at 
Confederation, and Eggleston and Kraft, Provincial Subsidies 
and Grants (mimeographed), p. lf. 


to keep the subsidies at the 1867 level. The fiscal 
need of some provincial governments made in- 
creases necessary, but the increase had always to 
be justified by some ingenious interpretation of the 
accepted formula. This led to political bargaining 
and devious legalistic argument, and failed to meet 
the necessities of the situation. The provinces 
were driven to uneconomic taxation methods, and 
increasing differentials developed in the services 
which they supplied. With the entrance of new 
provinces, and the establishment of arbitrary “lump 
sum” subsidies, and debt allowances and per capita 
subsidies based on fictitious population figures, the 
last shreds of logic of the old system vanished. 
Nevertheless the form was clung to, although the 
rapid development of the economy and growing 
disparities in the distribution of taxable income, 
and the increasing post-War demands on govern- 
ments made it necessary to supplement the statutory 
subsidies with a growing number of special subsidies. 
These in fact departed completely from the theo- 
retical principles of equal treatment, but intro- 
duced no new principles and objective scientific 
criteria in their place. 

Experiments were made with the conditional 
subsidy technique. It first seemed to be a 
happy compromise, and an escape from the strait 
jacket of the obsolete statutory subsidy formulae. 
Assistance could be given where necessary, and 
administration left in provincial hands, but, as a 
safeguard against abuses and irresponsible expen- 
diture, the Dominion could enforce compliance 
with specific conditions and uniform national 
standards. However, the flaws in the system 
became clearly apparent when, under the pressure 
of expanding social service demands and depres- 
sion conditions in the thirties, the transfers involved 
grew to huge proportions.5 A system which might 
work well, even in a federation, on a limited scale 
and for certain specific and clearly defined objec- 
tives, broke down completely as a means of 
financing a large proportion of provincial func- 
tions. By 1937 the statutory subsidies, special 
subsidies, and conditional subsidies were nearly half 
the total of provincial revenues from their own 


sources. The Dominion in respect to conditional 
5 
ProvinciaL Sussipies, 1937 
$ millions 
Statutory. jsubsidies.|. \(2)5 (2).\:ebbre Wsieivebebets 14 
Special granty (oct yey ia) aisnitels Miata mss 7 
Conditionalijierants tiie ciclo mmeiniele eames 82 
Totalisiiei ne eivaray mie ave) beret el eae aie Rane oe 
Provincial revenues from own sources.. .. 226 
Grand: Total yee eee ceil he Svat erent so OF 


subsidies had to impose either such rigid and 
detailed conditions (often unsuitable to local con- 
ditions), involving such minute inspection and 
regulation as to be a major infringement on 
provincial autonomy and practical only in a unitary 
state, or general conditions which were only nomin- 
ally observed and no real check on any irresponsible 
expenditure. The latter proved to be the general, 
and almost inevitable practice.6 Even limited 
efforts at effective regulation of the expenditure of 
conditional subsidies led to bitter Dominion- 
provincial fights. But acceptance by the Dominion 
of the role of a rubber stamp opened the way to 
waste of public funds, incapacity to deal with 
national problems on a national scale, and lack of 
enforcement of national standards where these were 
appropriate. These weaknesses and abuses were 
all the more vicious because the pretence was 
preserved that the subsidies were “conditional”, 
and that violation of the conditions would lead to 
their suspension of grants. That this was an empty 
threat, everyone knew. Since such major expendi- 
tures as old age pensions and unemployment relief, 
affecting such a large proportion of the population, 
have come to be financed by conditional grants, it 
is neither humane nor politically possible to 
suspend them. Constant bickering can, and does, 
go on, and the more flagrant abuses may be 
corrected as the result of persistent criticism, but 
the provincial authorities know that in the final 
analysis the subsidies will be paid. 

There are many fields in which the conditional 
subsidy may be highly useful. Where the amounts 
involved are not large; where technical criteria 
for objective and scientific measurement exist; 
where administration is in the hands of a profes- 
sional personnel; and where it is in the national 
interest to stimulate some otherwise lagging local 
activity, the conditional subsidy may be an appro- 
priate and efficient instrument. In a unitary state, 
of course, its scope of usefulness would be much 
greater, since the question of infringing local 
autonomy (if the conditions are to be enforced) 
does not arise, or at least does not arise to the 
same extent. But as a method of financing major 
functions of government and of providing for 
necessary inter-governmental transfers in a federal 
state, it fails to meet the test of efficiency, and 
dissipates seriously responsibility for public expen- 
ditures. 


6 Appendix 7—J. A. Corry, Difficulties of Divided Jurisdiction, 
pp. 28ff, Cf. Book I, Chap. IX. 
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It is for these reasons that the Commission 
recommends National Adjustment Grants, as out- 
lined above, to balance provincial budgets and to 
provide for maintenance of average standards. The 
principle is basically the same as that underlying 
the Confederation settlement, but the major changes 
which have occurred since Confederation in the 
relative taxable capacity and governmental respon- 
sibilities of the different provinces make it necessary 
to discard the assumption that equal per capita 
payments would provide for real equality of fiscal 
positions. This assumption has, in fact, long been 
discarded, and it has been the Commission’s effort 
to replace the obsolete formula, and the ad hoc 
makeshifts which have grown up about it, with a 
system based as far as possible on ascertainable 
facts and real equality of treatment. 


As explained in the outline of Plan I, no con- 
ditions are attached to the National Adjustment 
Grants. They are given when a province cannot 
supply average standards of certain specified 
services without greater than average taxation, but 
the province is free to determine on what services 
the grants will be spent, or whether they will be 
used not to improve services but to reduce pro- 
vincial (and municipal) taxation. It may be 
assumed that there will be strong public pressure 
to improve those services which are below the Cana- 
dian average once the necessary funds are available, 
but it is the Commission’s view that the extent to 
which this is done and the methods by which it is 
done (i.e., either by direct provincial expenditures 
or by subsidies to municipalities) can best be deter- 
mined by the provincial electors and their repre- 
sentatives. The Commission’s recommendation for 
Dominion assumption of relief for unemployed 
employables will abolish the conditional subsidy in 
connection with which there have been the most 
serious abuses and inefficiency. It is recommended, 
however, that the old age pension system be left 
undisturbed; the Commission recognizes that the 
contribution to which the Dominion Government 
has already committed itself for a primarily 
provincial responsibility is justified by various 
national, fiscal, and practical considerations. And 
the Commission would not consider the future 
introduction of conditional subsidies for certain 
limited and clearly specified purposes in other 
fields objectionable, although it is believed that 
the provision of National Adjustment Grants will 
remove much of the pressure for these arising from 
fiscal need. But in its recommendation for 
National Adjustment Grants the Commission has 
deliberately abstained from_ suggesting that the 
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grants should be made on conditions which would 
either violate provincial autonomy in_ these 
important services, or simply be a sham. 


“ YARDSTICKS ” 


It is necessary to say something of the services 
which have been selected as a yardstick for deter- 
mining the adjustment grants. These services 
represent (1937 basis) three-quarters of the total 
provincial expenditures which will remain if Plan 
I is implemented, and slightly more than half the 
combined provincial-municipal expenditures. 

Education and Welfare Services on the Canadian 
average.—The quality of education and welfare 
services is no longer a matter of purely provincial 
and local concern. In Canada today, freedom of 
movement and equality of opportunity are more 
important than ever before, and these depend in part 
on the maintenance of at least minimum national 
standards for education, public health and care of 
the indigent. The most economically-distressed 
areas are the ones least capable of supporting these 
services, and yet are also the ones in which the needs 
are likely to be greatest. Whether the remedy lies in 
emigration from these areas or in the development 
of alternative means of livelihood, they must not be 
allowed to become backwaters of illiteracy and 
disease. Not only national duty and decency, if 
Canada is to be a nation at all, but equity and 
national self-interest demand that the residents of 
these areas be given average services and equal 
opportunities—equity because these areas may 
have been impoverished by the national economic 
policies which enriched other areas, and which were 
adopted in the general interest. Those whose 
interests were sacrificed have some claim that the 
partnership should work both ways. National self- 
interest demands it because the existence of areas 
of inferior educational and public health standards 
affects the whole population, and creates many 
grave and dangerous problems. In the modern age 
these areas be given average services and equal 
wished, and constant contact and intermingling of 
the population between favoured and unfavoured 
regions is bound to occur. The more fortunate 
areas cannot escape the pressure on their standards 
and the effect on their people; in this case preven- 
tion, in both fiscal and human terms, is much 
cheaper than the cure. 

It will be clear from the discussion in the Social 
Service Chapter? why the Commission has dealt 
with the problem of relief for unemployed employ- 
ables in quite a different way. The allocation of 
jurisdiction to the Dominion in that case, and the 


7 See Sect. A, Chap. I. 


affirmation of provincial jurisdiction and the 
financial strengthening of provincial autonomy 
through the National Adjustment Grant mechanism 
in all the remaining fields of social services is a 
logical division of responsibility based on reasoned 
principles. At the risk of some repetition of the 
argument in the foregoing section on Social Services 
it is desirable to recapitulate the reasons for the 
Commission’s recommendation on the responsibility 
for unemployment relief. By contrasting the pro- 
posed methods the fundamental difference in the 
nature of the problems concerned can best be 
illustrated. It will then be clear why the Commis- 
sion does not believe that the first method—transfer 
of jurisdiction to the Dominion—would be desirable 
in the case of most social services, nor that the 
second method—provision of adequate funds for 
provincial administration by National Adjustment 
Grants—would be a desirable way of handling 
relief for unemployed employables. 


The principles guiding the Commission’s recom- 
mendations are that the recognized needs of those 
who are incapable of supporting themselves should 
be a local (i.e., municipal and provincial) respon- 
sibility, and that the needs of those who are able 
to support themselves but lack the opportunity 
should be a federal responsibility. 


The indigent has traditionally been pictured as 
an unfortunate, of local origin, who is physically 
or mentally incapable of earning his livelihood. 
His care has traditionally been a local responsi- 
bility, and there are strong arguments to support 
this allocation of responsibility wherever it is 
practicable. The community (and the regional 
area) presumably develop a greater sense of 
kindred responsibility and neighbourhood spirit 
than is possible in the national unit; local knowl- 
edge and local administration can determine real 
needs more accurately, establish appropriate 
standards more fairly, and supervise more economi- 
cally than can a centralized and distant bureau- 
eracy, and at the same time, be more humane and 
helpful to the recipient. 


But the growth of agricultural and industrial 
specialization, and of a highly geared and powerful, 
but highly sensitive and vulnerable economic 
mechanism introduced new factors. Large numbers 
of able-bodied workers and farmers were, under the 
new order of things, periodically threatened with 
complete destitution. In Canada, the preliminary 
ripples of 1913 and 1921 gave no warning of the 
tidal wave of 1930-36. When this struck it hit an 
economy which, because of a series of fortuitous 
coincidences, had never suffered a major depression 
or been faced with the need for a major economic 


adjustment since it became of age. And it is not 
surprising that the public finance structure was 
equally unprepared for the deluge. 

The areas in which destitution and the need for 
relief grew most alarmingly were also the areas in 
which local revenues and credit fell most abruptly; 
the traditional local responsibility for relief of 
destitution broke down almost overnight.8 Never- 
theless, an attempt was made to preserve the facade 
of the old structure, and huge inter-governmental 
loans and grants were made for this purpose in a 
manner which quickly undermined the financial 
independence of the provinces (which is funda- 
mental to the federal system) and which made a 
mockery of responsibility in public finance. In one 
form or another this method of financing relief has 
been continued on a shifting, ad hoc, and always 
temporary basis. 

The traditional technique of poor relief is quite 
inadequate for coping with the modern problems 
of mass unemployment and mass agricultural 
destitution in Canada. 

The causes of these problems are in no sense 
local; they lie in national and international trade 
cycles, and, to some extent, in climatic cycles. The 
burdens resulting from these problems never fall 
with equal incidence oni, the different provinces; 
and they are subject to extreme and erratic fluctua- 
tions. Both problems call for constructive remedial 
policies rather than for provision of a mere sub- 
sistence for their victims, and remedial policies 
involve the use and co-ordination of all the weapons 
in the national armoury—monetary and exchange 
policy, national taxation and deficit financing, trade 
and tariff policy. It is for these reasons, in addition 
to the proven incapacity of municipal and pro- 
vincial units to bear the financial burden, that the 
Commission recommends the assumption by the 
Federal Government of relief for unemployed 
employables, and relief to a primary industry in 
general when this burden exceeds the financial 
capacity of the province concerned. 


Developmental and Conservation Services——The 
provision for including development and conserva- 
tion expenditures (provincial highway maintenance, 
agriculture and public domain) as part of the needs 
of the provinces has already been described. In a 
general way the revenue sources remaining to the 
provinces (together with the National Adjustment 
Grants in those provinces which receive them) 
should enable every province to finance a normal 


8¥For further discussion see p. 18ff. 
8336—9 
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developmental program (on the 1928-31 average) 
including maintenance of the productivity of its 
natural resources. Separate provision has been 
made to cover the case of depletion of resources the 
productivity of which cannot possibly be main- 
tained. As has already been explained it is recom- 
mended that the Dominion should pay over to the 
provincial government concerned mining and oil 
company taxes equal to 10 per cent of the profits 
made from exploitation of provincial resources. 
This would give the provinces a substantially larger 
revenue than they now receive from corporation 
taxes of these companies and should enable them 
(if they so choose) to create new assets, perhaps in 
the nature of development works, which would offset 
the depletion and so maintain the general produc- 
tivity of the provincial economy. 

Every province is naturally interested in securing 
the highest standard of living and the greatest 
possible measure of economic security for its 
residents. While the main economic policies of 
the nation are determined by the Dominion 
Government, much remains to be done to see that 
the most advantageous use is made of the prov- 
ince’s resources within this framework. There are 
many cases where community action is more 
effective than individual action to this end, and it 
has become a recognized function of provincial 
governments on occasion to provide facilities such 
as highways and railways, public utility services, 
dams and reservoirs to regulate rivers, soil, mineral 
and forest surveys, which will open up frontier 
territories and facilitate the development of 
resources; to protect and conserve resources by 
forest fire services, cutting restrictions, reforestation 
protecting game; to develop improved methods 
applicable to local industries and furnish them 
with scientific and technical assistance; to battle 
insect pests and animal and plant diseases; to 
nurse infant industries and depressed areas; to 
assist desirable transfers of population and indus- 
try—all with a view to strengthening the provincial 
economy. Some of these services can best be 
carried out in co-operation with other provinces 
and by uniform methods, but most of them must 
be adapted to the special local circumstances and 
be locally administered. Frequently the objectives 
are more than economic, and the developmental 
policies followed will reflect the prevailing political 
and social philosophy of the particular province. 
One may favour public ownership, and another 
development by private capital; one may put 
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security and stability first, and another the goal 
of maximizing the income; one may adopt a laissez- 
faire attitude in relation to its industries and 
another a large measure of government planning, 
assistance and regulation. These are additional 
reasons why the Commission has adopted a yard- 
stick based on immediate past policy, under 
generally favourable conditions, rather than any 
theoretical formula, as an appropriate measure of 
“normal” developmental expenditures. Resources, 
needs, and philosophies change, and this measure 
can only be a temporary one. It is proposed as 
such, but as one that affords a practical working 
basis for the present. 


The possible benefits from well-administered 
~(and adequately-financed) provincial develop- 
mental services are many and large, and affect 
every resident in the province. It is encouraging 
to note the recent trend? to establish competent 
professional boards to study provincial economies 
and consider developmental policies as a whole, 
rather than to proceed with a number of com- 
pletely independent projects of widely varying 
value which may be in direct conflict. An 
important portion of provincial (and Dominion) 
deadweight debt is the result. of unco-ordinated and 
ill-considered projects of the latter type. 

The Commission has adopted a gererous basis 
for calculation of the adjustment grants, and a 
generous formula, in its mining tax apportionment 
proposal partly to make possible more adequate 
conservation measures. It was brought home 


®The following provinces have recently established temporary 
or permanent economic advisory councils: Nova Scotia; New 
Brunswick; Quebec, Manitoba; British Columbia. 


clearly in both the evidence submitted in the 
Commission’s hearings,19 and by the work of the 
Commission’s research staff, that conservation work 
in general has been seriously neglected, and that 
far too little attention has been paid to developing 
the most economic methods of exploiting Canadian 
resources. Investment in this work is one of the 
most profitable which Canadian governments can 
make. There are resources, of course, which can- 
not be restored or maintained, and there are 
others which could only be maintained at excessive 
cost. But the great proportion of our forest 
resources, our soil resources, our fish and game, 
can be maintained and improved to the great 
advantage of the country for generations to come 
with the use of foresight and a very modest invest- 
ment. 


The problem of exhaustible resources is no less 
important. Their exploitation should be as 
efficiently carried out as modern science permits; 
the rate of exhaustion should be determined by 
the broadest economic and social considerations, 
and not solely by the immediate profits of the 
private producer concerned; in preparation for the 
day when the last ore-truck trundles out and the 
last pump stops working, every alternative means 
of livelihood for the dependent population should 
be surveyed and developed; and provision must be 
made in the days of high profits for the amortiza- 
tion of public expenditures on roads, schools, 
utilities, and other works which will no longer be 
needed, and for the welfare costs which inevitably 
accompany such serious adjustments. 


10 #g., Brief of B.C., p. 36f,; Ex. 236, Edmonton Chamber of 
Commerce, p. 21; Ex. 387, Federation of Ontario Naturalists. 


CuHaprer VI 


PLAN II 


The Commission has recommended that the 
Dominion should assume full responsibility for 
unemployed employables (and in certain eventuali- 
ties, of relief to primary industries), and that the 
necessary jurisdictional changes should be made to 
enable the Dominion to fulfil this responsibility. 
It is desirable to examine whether this change would 
sufficiently relieve the provinces and municipalities 
of their financial difficulties without the transfer of 
tax revenues and debt burdens and the provision 
of adjustment grants as recommended in Plan I. 
For convenience this simpler arrangement may be 
styled Plan II. That is to say, Plan II is simply 
a continuation of the present system of financial 
arrangements between the Dominion and the prov- 
inces with the exception of the Dominion assump- 
tion of responsibility for the case of unemployed 
employables. Many variants to this proposal 
might be suggested, and some of them will be 
discussed later. 


It is clear that the National Employment Com- 
mission, although strongly supporting (with the 
exception of Commissioner Sutherland) the transfer 
of responsibility for unemployment to the Dominion, 
felt that such action must be conditional on some 
type of compensatory financial adjustments. Mr. 
Purvis, the Chairman of the National Employ- 
ment Commission, said in his letter of transmittal 
of January 26, 1938, to the Minister of Labour:— 

“As requested by you, the Commission has given 
consideration to the fact that the Royal Commission 
on Dominion-Provincial Relations is investigating 
certain questions which have also come within the 
purview of the National Employment Commission. 

For this reason the Commission has indicated in its 

Report where certain action would, in its view, be 

contingent upon such financial adjustments as may 

emerge from the Report of the Royal Commission on 

Dominion-Provincial Relations.” 


The point is made more specifically in the 
National Employment Commission’s recommenda- 
tions on the appropriate allocation of jurisdiction 
and responsibility :— 

“The Commission recognizes that the approval of 


the Provinces to certain constitutional changes 
required in connection with the introduction of a 


1 Final Report of the National Hmployment Commission (1938), 
De 2: 
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nationally administered system of Unemployment 
Insurance and Employment Service has already been 
invited by the Dominion Government and that the 
Royal Commission on Dominion-Provincial Relations 
will presumably take into account any change in 
financial obligations involved in this step. This 
Commission also recognizes that the establishment of 
a national system of Unemployment Insurance would 
necessitate a supplementary system of Unemploy- 
ment Aid to meet those phases of unemployment need 
which experience abroad has shown cannot be covered 
by Unemployment Insurance. Such a supplementary 
system of Unemployment Aid would, in its opinion 
and for reasons stated later, be best administered by 
the Dominion. This further step would necessitate 
determination by the Royal Commission on Dominion- 
Provincial Relations of the financial basis on which 
such a system should be established, and in the light 
of all relevant considerations, of the wisdom of further 
constitutional and financial changes. The National 
Employment Commission does not consider it to be 
within its competence to express an opinion on these 
changes, other than to record its considered judgment 
that if financial and constitutional considerations 
should permit, the co-ordination of a nationally 
administered system of Unemployment Insurance and 
Employment Offices, buttressed by a similarly admin- 
istered system of Unemployment Aid, would have 
decisive advantages over the present system in coping 
with problems of employment and unemployment.”2 


In spite of the National Employment Commis- 
sion’s reservations, there has been some expression 
of opinion that the immediate assumption of 
unemployment relief responsibility by the Dominion 
both would be advantageous in itself, and, by 
lightening the burden on provincial and municipal 
governments, would satisfactorily solve the out- 
standing problems of public finance and Dominion- 
provincial relations. The reasons for the transfer 
of the responsibility of unemployment have been 
discussed at length. The problem which concerns 
this Commission is whether it would be practical 
to transfer the responsibility for unemployment 
alone, or whether the transfer of the liability must 
be combined with the other financial adjustments 
and reforms recommended by the Commission in 
Plan I to achieve the major benefits and economies 
which are expected and possible. 

It should be said immediately that this Com- 
mission is convinced that the only satisfactory 
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approach is along the lines proposed in Plan I, 
and that palliatives which would merely produce 
a temporary and superficial equilibrium would, at 
this stage in Canada’s public finances, be short- 
sighted because in the long run they would invite 
disaster. Nevertheless, as Plan II (ie., transfer of 
relief for unemployed employables) provides a 
larger immediate gain for some provincial and 
municipal governments than Plan I, and balances 
most provincial budgets and provides some with 
large surpluses, it requires careful examination. 
This examination will reveal that the advantages 
to a few governments which appear at first glance 


The immediate gain to combined provincial 
and municipal budgets from Plan II is substan- 
tially greater than from Plan I in the case of 
Ontario, appreciably greater in the case of British 
Columbia, and slightly greater in the case of 
Manitoba. It is greater in Alberta if we assume 
continuation of current interest payments, but less 
by a somewhat larger amount if we assume full 
interest payments. This comparison is based, of 
course, on the assumption that existing provincial 
and municipal revenue structures are maintained. 
The gains to the provincial and municipal govern- 
ments shown in Plan I, however, are calculated 


PROVINCIAL AND MunicipAL RELIEF EXPENDITURES ON UNEMPLOYED EMPLOYABLES, 1937 


Provincial Municipal Total 
Relief Works Relief Works Relief Works 
— Current Charged to Current Charged to Current Charged to 
Account Capital Account Capital Account Capital 
Account Account Account 
$000 $000 $000 $000 $000 $000 

Princethdward island yy oie telccs 2s sre oie capacities leeks 21 288 30 34 51 B22 
Nowa Scout Htaweentineek loys) Em 236 1,173 172 69 408 1,242 
Newmibriunswick Joe eine must airs cles Sheila 28 614 74 15 102 629 
BES 1) a cK CA 11 he a 11,454 1,386 7,829 — 19,283 1,386 
ON CALI My S oua elas a Pe Noi UL Tale, lire vs lala le arise alahsal eaelate 8,347 § ,252 5,209 100 13,556 Repay 
Manitoba......... Wily a Rt) UC nO eee are hy ae 2,584 320 2,050 407 4,634 727 

SAsSkalGhe wan worm ciate dealt wedi eltls cirabhare ye pide 9,776 — 500 —_ 10,276 —_ 
ye VOe¥ ee shel ne tes fey Re SPE a STR a PL 1,540 460 995 97 2,535 557 
British Columbianrecnee mentee chen nical snares eaters 3,408 335 749 11 4,157 1,346 
37 ,394 10,828 17,608 733 55,002 11,561 


Total Cost to Dominion after adjustments to common basis as shown in Table 30, Book III, $48,523,000. 


to exist do not in fact exist, and that Plan II will 
not pass the tests of equity in taxation and efficiency 
in government which Plan I has been designed to 
meet. 

The immediate effect of Plan II on provincial 
and municipal budgets can be shown very simply, 
for the only change involved is the reduction of 
expenditures by the amount of relief to employ- 
ables. The savings to combined provincial and 
municipal current account budgets from this, and 
the savings on capital account resulting from the 
elimination of relief works are estimated for the 
year 19374 in the above table. 


4¥For details of the effect of Plan II in other years (1926, 
1930, 1933, 1936-39), see Book III. The effects of Plan I for the 
same years are also set out in Book III, but direct comparisons 
are not possible for the reasons given in the text. 


after the removal of provincial (and municipal) 
income, corporation, and inheritance taxes. Where 
these taxes are above the average, the gain to the 
provincial and municipal government under Plan 
II, as shown above, is at the expense of the 
provincial taxpayer. For example, British Columbia 
provincial and municipal governments would gair 
(1937 basis) $4,157,000, and would then have ¢ 
net combined surplus on current account of 
$3,237,000—but only on the assumption that 
provincial and municipal taxpayers in British 
Columbia continued to pay much more than the 
national average of provincial taxation in relation 
to their income—in 1937, $5,914,000 more. In 
other words, the governmental gains to provinces 
and municipalities shown in the foregoing table 


are not comparable with the gains shown under 
Plan I as a measure of benefit to provincial tax- 
payers, even before consideration is given to the 
increased Dominion taxes which Plan II would 
require. 


With regard to Provincial budgets alone, Plan 
II (using 1936-39 averages as in the case of Plan 
I, and assuming maintenance of existing taxation) 
would provide Ontario with a large surplus, and 
Manitoba, Alberta, and British Columbia with 
appreciable surpluses.5 The Maritime Provinces, 
Quebec and Saskatchewan would be left either in 
deficit, or with much smaller surpluses than pro- 
vided in Plan I for expansion of services and 
reduction of taxation. 


On analysis, however, the apparent advantages 
of Plan II to four provinces prove illusory. In 
the case of Plan I, the increased burden on the 
Dominion is offset in some measure by revenue 
sources transferred to it. Plan II provides for no 
such revenue transfer, and the increased burden 
on the Dominion would have to be met in its 
entirety by increased Dominion taxes, in competi- 
tion with existing provincial taxes. (This would 
be modified to the extent to which provincial 
governments—notably Ontario—which were pro- 
vided with substantial surpluses by Plan II might 
reduce taxation.) The net cost of Plan II to the 
Dominion (1937 basis) would be some $13 million 
a year greater than the net cost of Plan I, and 
this additional amount would have to be raised 
either by increasing already excessive indirect 
taxation, or by further invasion of direct taxation 
fields now occupied by the provinces. The effect 
of this on the economy as a whole, and also on 
some of the provinces which might appear to get 
greater benefits from Plan II than from Plan I, 
could be little short of disastrous. Ontario and 
British Columbia are, of course, the outstanding 
examples of the provinces whose governments 
would appear to gain, but whose residents would 
have to meet the major share of the increased 
Dominion taxation in addition to continuing to 
bear existing provincial and municipal taxation 
(although possibly at reduced rates). The Govern- 
ments of Saskatchewan, Quebec, and the Maritimes 
would all gain less from Plan II than from Plan I, 
and in addition, their taxpayers, in common with 
all other Dominion taxpayers, would have to pay 
more. Of these, the taxpayers of Quebec would 
be the ones chiefly affected by the necessary 
increases in Dominion taxation. 


5 See Book III, Table 55. 
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To summarize, then, some provinces would 
appear to gain more under Plan II than under 
Plan I only if we ignore, in some cases, the heavier 
than average provincial taxation which their resi- 
dents would have to continue to pay, and, in all 
cases, the increased Dominion taxes (with little 
likelihood of any offsetting removal of provincial 
taxes) which would have to be paid. The exact 
credit or debit balance of the residents of each 
province cannot be calculated, since we do not 
know to what forms and rates of taxation the 
Dominion would turn, and what the final incidence 
of these levies would be. But we do know that 
the increased taxation would have to come largely 
from the higher income areas and especially from 
the residents of the two provinces—Ontario and 
British Columbia—which at first glance appear to 
gain greater advantages from Plan II than from 
Plan I. Thus, although Plan II promises some- 
what greater advantages to the governments of 
some provinces than does Plan I, it does not benefit 
the residents of those provinces equally with Plan I. 


But of far greater importance than the gains or 
losses to any given province as between the two 
Plans (which cannot, in practice, be estimated 
precisely) are the differences in the probable effects 
of the two Plans upon the economy as a whole, 
on the national income, and on the future financial 
stability and independence of Canadian govern- 
ments. The gains to provincial and local govern- 
ments under Plan II can be shown in dollars and 
cents, but the cost of the Plan to Dominion and 
provincial taxpayers (who are the same individuals) 
cannot be measured. Nor can the more important 
but less tangible benefits to the national income 
inherent in Plan I be contrasted in statistical terms 
with the increased pressure on the national income 
which would be produced by Plan II. But it can 
scarcely be over-emphasized that these comparisons 
are basic, and should be decisive, and that the 
limited comparisons possible in statistical terms 
are, in themselves, misleading. 


Plan I, as we have noted, is designed to stimulate 
the national income by making possible major 
taxation reforms which will shift burdens from 
business costs, marginal enterprises, and sub-par 
standards of living, to surpluses. Further, Plan I 
would make it possible to establish uniform and 
greatly simplified taxation schedules throughout 
Canada, removing obstacles to the free movement 
of capital and people. Plan I concentrates debt 
management and responsibility in one authority— 
the one with the widest credit base and the one 
in control of related powers. Plan I provides for 


134 


average Canadian standards of education and 
welfare, and generous developmental expenditures 
in every province, through National Adjustment 
Grants. And perhaps most important of all, Plan 
I makes possible the co-ordination of taxation, 
borrowing (or debt redemption), and expenditure 
policies throughout the business cycle with monetary 
and exchange, trade and tariff, industrial and 
employment policies. 


Plan II promises none of these advantages. On 
the contrary, it would of necessity intensify the 
evils of the existing competitive scramble for 
revenues. It would lead to increasing friction 
between governmental units, increasing double 
taxation, increasing arbitrary, discriminatory, and 
confiscatory tax levies, increasing costs of tax 
compliance, increasing disparities in taxation 
burdens and government services between regions, 
and increasing disparities between burdens on and 
opportunities open to individuals. Plan II makes 
no provision for either direct or indirect economies 
in debt service, tax compliance, and tax administra- 
tion costs, as does Plan I. Nor does Plan II provide 
facilities for co-ordinating the general public finance 
policy of the country with major economic policies 
in order to smooth the business cycle, promote 
recovery, aid depressed industries and areas, and 
generally strengthen the national economy. On 
the contrary Plan II would tend to increase the 
confusion and conflict between Dominion and 
provincial policies, and the sterility of policy, 
which now depress, the Canadian national income. 
All these advantages of Plan I over Plan II apply 
with even greater force in the event of national 
emergency (e.g., war) which would force the 
Dominion to increase taxation in competition with 
existing provincial taxation,—conditions which 
without changes as recommended in Plan I will 
make impossible any major taxation reforms. 


Our analysis in Book I shows that in the past 
financial “ transfers’”—in the wide sense of this 
term which covers all methods by which the people 
in one area are enriched, or freed from their obliga- 
tions, at the expense of the people in other areas— 
have occurred at all levels of government. They 
have resulted from political pressures, confiscatory 
actions, sectional bankruptcies, favours and protec- 
tion to selected industries and sporadic direct, inter- 
vention by the Dominion Government. They have 
been made in an arbitrary, inequitable and wasteful 
manner, sometimes through and sometimes outside 
the public finance system. It is clearly impossible 
to prevent transfers of some sort from occurring. 
‘The point at issue, as between Plan I and Plan II 


is simply whether they will in future be made, as 
far as practicable, in accordance with objectively 
determined national standards as provided under 
Plan I, or continue as at present but on a larger 
scale which would be the effect of Plan II. 
As a method of bolstering the provincial and local 
finances of distressed areas the present methods 
are the most wasteful to the economy as a whole 
which could be conceived, and the cost falls in 
almost haphazard manner, and with unjustifiable 
and most inequitable incidence on some groups of 
the population. Nevertheless, the lack of flexibility 
and of powers of automatic adjustment and 
adaptability of our existing public finance system 
makes it necessary to adopt the methods of 
arbitrary transfer, whether it is done consciously 
or unconsciously. We include in the term “transfer” 
losses suffered by creditors outside the province. 
For example, when a province or a municipality 
defaults or reduces contractual interest payments, 
this is in effect a forced transfer from the investor 
to the debtor government. When a government 
provides for some form of private debt reduction or 
moratorium this is also a forced transfer from 
creditor to debtor, usually due in some measure to 
the failure of the public finance system in an 
emergency to provide adequate transfers through 
its own channels, and in some measure to efforts 
to maintain accepted standards of living and some 
degree of taxable capacity in the area. On other 
occasions Dominion, provincial, and even local 
governments have attempted to achieve the same 
ends by providing special subsidies, artificial prices 
and special protection for selected industries. 
National tariff, transportation, public works, 
monetary, and taxation policies have frequently 
been directed, both deliberately and unconsciously, 
to assist living standards and develop or maintain 
taxable capacity in particular areas. Under the 
pressure of necessity provincial taxation has fre- 
quently been devised to force transfers from 
“foreigners” in arbitrary and inequitable manner. 
Sometimes in the public finance system itself an 
emergency is met temporarily, and usually very 
unsatisfactorily, by inter-governmental loans— 
always difficult to collect, and fertile fields of 
friction. It should not be suggested that special 
regional consideration in the formulation of 
national policies, and other transfers of this nature, 
would not still be necessary and would not still 
occur under Plan I. But it would appear to be 
in the general interest to limit them as much as 
possible, as Plan I does, rather than to create 
conditions which will tend to increase them, as 
Plan II would. 


All these apparently unrelated cases have one 
essential characteristic in common; they are devices 
and expedients to do expensively and unfairly 
what the public finance system might do in a large 
measure both economically and equitably. Each 
device imposes an excessive burden on the national 
economy. Each, and all together, fail to meet 
the public finance difficulties effectively. And each 
creates injustices and bitterness between indi- 
viduals, classes, and regions which threaten Cana- 
dian national unity and spirit. Previous chapters 
have suggested that this is too high a price to pay 
simply to avoid the effort of reforming an obsolete 
fiscal system. It would be even more ruinous to 
increase this price deliberately by the adoption of 
Plan II. And it should be noted that while the 
Government of Ontario is the chief beneficiary 
under Plan II, the residents of Ontario would have 
to bear the brunt of the loss arising from con- 
tinuation and extension of arbitrary transfers. 


Possible Additional Provisions for Plan I.— 
Some additional provisions might be added to 
Plan II which at first sight present certain attrac- 
tions. National Adjustment Grants and emergency 
grants, as proposed in Plan I, might be provided 
in addition to existing subsidies for those provinces 
unable to supply the Canadian average standard of 
services. This would involve setting up a Finance 
Commission to review such grants and recommend 
periodic adjustments. The task of such a Com- 
mission would be more difficult than that of the 
Commission proposed in Plan I since calculations 
of the burden of taxation in each province would 
be greatly complicated by the retention of income, 
corporation, and inheritance taxes, at widely 
varying rates, by the provinces. It would be almost 
impossible to determine that portion of those taxes 
which should be considered a burden on the prov- 
ince under review; that portion which was obtained 
in one way or another from residents of other 
provinces; and the amount which residents of any 
given province contributed through these channels 
to governments of other provinces. We have 
already noted that Plan II in its simplest form 
would cost the Dominion more than Plan I, and 
additional provisions such as the foregoing, 
unaccompanied by any compensatory transfers of 
revenue sources, would of course still further 
increase the cost. 
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Another provision might be the capitalization of 
existing statutory subsidies at the market rate for 
perpetual bonds, thus relieving provincial govern- 
ments of an equivalent amount of debt. This 
proposal would secure a net saving equivalent to 
the spread between Dominion and _ provincial 
interest rates, and part of the technical advantages 
of the debt transfer proposal in Plan I, but none 
of the general advantages. To capitalize the 
subsidies at less than the market rate, as has been 
sometimes suggested, is simply a proposal for an 
all round proportionate increase in subsidies, 
regardless of special circumstances or proven need. 
It would increase some provincial surpluses, and 
would fail to meet the fiscal need of other prov- 
inces. As the existing subsidies no longer have 
any relation to provincial fiscal needs, a pro- 
portionate increase in them all lacks any justifi- 
cation and would not contribute to a solution of 
the difficulties. There would, in addition, be 
serious technical difficulties in assuming a part of 
provincial debt. Selection of the issues to be 
transferred, or creation of hybrid Dominion- 
provincial issues, or transfer over a period of time 
of individual maturities, would all be extremely 
complicated operations which would be difficult to 
carry out without giving rise to discrimination and 
inequity. 


Detailed discussion of either of these proposals 
is unnecessary since both would intensify the major 
weakness of Plan II in comparison with Plan I. 
As Plan II makes no provision for transfer of the 
essentially national revenue sources, whatever bene- 
fits were provided provincial governments would 
have to be met entirely by increased Dominion 
taxation (or, in the case of the interest saving from 
capitalization of subsidies, by the Dominion’s con- 
tingent liability for future exchange and interest 
rate fluctuations). Under the present division of 
taxation powers this would lead to more intensive 
competition from the Dominion with provincial 
governments in direct taxation, and probable 
extension of both Dominion and provincial con- 
sumption taxation. The evils of unequal taxation, 
double taxation, excessive administrative and tax 
compliance costs, and the restrictions on the use 
of the chief modern taxation instruments for social 
and economic purposes arising from divided juris- 
diction in income, corporation and inheritance 
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taxation have already been discussed.6 The burden 
of consumption taxation and of taxation on busi- 
ness costs has also been noted as one of Canada’s 
serlous economic handicaps;7 it has grown to such 
proportions that it is now one of the prime factors 
restricting the employment of marginal resources 
and labour in Canada. Anything which will neces- 
sitate an increase in either of these uneconomic 
forms of taxation would be even more harmful. 


Critical comparison of the two plans illustrates 
the basic importance of the tax recommendations 
of Plan I. Re-allocations of expenditures or in- 
creased subsidies may be proposed which would 
balance provincial budgets, but at the expense of 


6 This section, Chapter III. 
7 Book I, Chap. VIIL. 


an increased burden on the Canadian taxpayer, 
and increased pressure on the Canadian national 
income. Palliatives of this sort, however attractive 
superficially, are damaging and dangerous. The 
solution of Canadian public finance problems 
requires constructive action, based on the economic 
realities of the country, rather than further 
temporizing; it requires the development of a public 
finance system, which can follow appropriate and 
coherent policies integrated with other powerful 
national economic policies, rather than intensifica- 
tion of the present conflict at the expense of the 
prostrate taxpayer. And the primary and essential 
requisites are sweeping tax reforms combined with 
an orderly and business-like system of revenue 
transfers to the provinces as recommended in 
Plan I. 


CHapter VII 


MUNICIPAL FINANCES 


Although municipalities fall within the exclusive 
jurisdiction of the provinces, revenue powers and 
expenditure responsibilities have been delegated to 
them by the provincial governments which make 
their financial position an integral part of the 
whole provincial picture, and consequently, to 
that extent, of Dominion-provincial relations. The 
major functions of education, public welfare, 
and highway construction are shared, in varying 
proportions, by provinces and municipalities; the 
whole field of revenue powers left to the prov- 
inces is divided, on the average about equally be- 
tween provinces and municipalities, although the 
proportions as between provinces vary greatly. 
The part played by municipalities in taxation (in 
1937 municipalities raised 31 per cent of combined 
Canadian governmental revenues from all sources), 
and in expenditure makes it essential to consider 
them in any review of the Canadian public finance 
system. For this reason the Commission has con- 
sidered jointly provincial-municipal revenues and 
expenditures wherever appropriate. The exclusive 
jurisdiction of the provincial governments over 
municipal affairs has, however, been recognized 
throughout, and the distribution of benefits arising 
from the Commission’s recommendations in Plan I, 
although these benefits were calculated on the basis 
of the combined provincial-municipal position, is 
left entirely in the hands of the provincial govern- 
ments. 


Nevertheless, certain aspects of municipal 
organization and of municipal taxation and 
expenditure affect the financial position of the 
provinces and Dominion-provincial relations, and 
in this chapter they are discussed from these 
points of view. 


1. Tut BackcRounpD 


At Confederation only rudimentary municipal 
organization existed outside of Ontario, and in 
spite of the hope of the Fathers of Confederation 
that local government would develop quickly in 
the other provinces and assume some of the 
burdens of the financially over-loaded provincial 
governments, growth, particularly in the Mari- 
times, was very slow. Consequently, from the 
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very beginning there existed a great disparity 
between the different provinces in the propor- 
tionate distribution of provincial and municipal 
functions. As provincial revenues, on a per capita 
basis, were roughly equalized by the subsidy 
system initially adopted, variations in the weight 
of taxation, and in the government services 
provided, depended largely on the degree of 
municipal development. Because of the additional 
taxation involved, municipal development was 
opposed in Quebec and the Maritimes, while in 
Ontario well-developed municipal agencies imposed 
heavier taxation and took a commanding lead in 
educational and railway and road expenditures. 


The Prairie Provinces established a _ checker- 
board municipal system covering virtually the 
whole occupied area as rapidly as their settlement 
permitted; in British Columbia only one-half of 
1 per cent of the area (containing 75 per cent of 
the population) has been municipally organized— 
a striking illustration of the localization of resources 
and the physical peculiarities of that province. 
Prince Edward Island, small in area and popula- 
tion, has required virtually no municipal machinery. 


From these diverse circumstances, and accidents 
of time and place, the present heterogeneous 
collection of municipal systems arose.1 The varia- 
tions from the complex and overlapping multi- 
plicity of units in Ontario and Quebec to the 
geometric, if not economic, regimentation of 
Prairie units, and the limited local developments 
in the Maritime Provinces and British Columbia, 
have important implications for provincial finances. 


Even more important than the _ variations 
between provincial systems is the great and 
increasing spread between kinds of municipalities. 
Metropolitan centres, tiny hamlets, and sparsely 
populated rural areas are all known as munici- 
palities. It is obvious that their problems must 
differ greatly in degree and in kind. We cannot, 
in fact, speak of the municipal problem; there are 
municipal problems characteristic of certain regions 
and of certain provincial systems, problems 
characteristic of certain types and classes of 


1H. C. Goldenberg, Municipal Finance in Canada (mimeo- 
graphed), pp. 11-25. 
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municipalities, and problems associated with 
individual municipalities in special circumstances. 
The particular revenue, expenditure, or debt factors 
which may be of dominating importance in one 
case may have little relevance in another, and 
sweeping generalizations are thus of very limited 
utility. In no field is local knowledge and respon- 
sibility more important for successful administra- 
tion. This is an additional reason why the 
Commission in recommending National Adjustment 
Grants has not suggested any Dominion conditions 
or supervision governing the expenditure of these 
grants, or their division between provincial and 
municipal governments. 


Nevertheless there are some developments which 
have affected all municipal governments, although 
in diverse ways and frequently in such a manner 
as to widen the existing differences. This is 
important, because to the extent to which a 
generalization can be made as to what is the 
municipal problem in Canada, it is that wide 
differences exist between municipalities in ability 
to support their responsibilities. Since Confedera- 
tion local political units have been saddled with 
more and more economic functions, and have 
become less and less economic units. 


Up to the end of the last century Canadian 
municipalities were, much more than now, the local 
units in the economy; their people were more on a 
subsistence, and, therefore, a self-sufficient basis; 
and the functions of municipal governments were 
local in the most direct sense of the term, largely 
arising in every case out of the particular circum- 
stances and desires of the community. Municipal 
boundaries were more justifiable—each town was a 
clearly recognizable entity, and rural areas were 
more than now separate and distinct regions, each 
with a more highly developed local character. Trade 
was chiefly between the town and its rural hinter- 
land. Industrial activity was not great and mass- 
production manufacturing was unknown. Industry 
was dispersed, and within each community small 
factories, mills and home handicraft provided most 
non-agricultural goods. There was a frontier to be 
pushed out by the discontented or those unable to 
prosper, as prosperity was then known, in their 
original area. Occupations required little training 
or education, and training for one was adequate for 
many others. 


Both the local consciousness and the absence of 
marked economic differentiation or interdependence 
between local areas, as well as the relative simplicity 
of the whole economy, were conducive to the 


concept of a separate local government for each 
area; each looked after its own affairs and was 
not greatly interested in or affected by the affairs 
of others. Education, roads, maintenance of local 
law and order, care of the poor, elementary sanitary 
measures in towns, and the provision of a few 
communal facilities were, in such conditions, the 
natural functions of local government.* They were 
capable of being completely decentralized, and 
were roughly within the capacity of every local unit 
to provide. In any case, if inequalities existed, 
they were simply the result of differences in the 
ability and ambition and good fortune of the local 
inhabitants and the stage of development from 
pioneer days. Such inequalities were of little con- 
cern to the province as a whole because they in- 
volved services which did not affect the general 
interests of the province, but were, to a very large 
extent, of purely local importance. 


With the growth of the economy, boundaries 
between local units became less justifiable, but for 
purposes of local organization they were not 
inappropriate prior to the advent of the motor 
ear. The optimum rural area was presumably 
that traversable by horse in a day, and it did 
not matter if boundaries were arbitrary lines 
drawn in accordance with the system of land- 
surveying, as in the case of most Ontario town- 
ships, and of many rural municipalities of the 
Prairie Provinces. The primary economic functions 
of government were land settlement and develop- 
ment, and the encouragement of industry, all of 
which were undertaken by the senior governments 
of province and Dominion. Social services and 
eeonomic activities played a small part in muni- 
cipal government, and could in those days have 
been considerably extended without putting strain 
on the municipal structure. Education, largely a 
local responsibility, was still conceived of in 
very simple terms. The neighbourhood was both 
the political and economic unit, and was capable 
of taking care of its own affairs. 


The neighbourhood,—the local area in which 
each inhabitant knows a large number of the others 
and is conscious of a considerable community of 
interest with them,—must always remain a unit 
of local government, outside of large cities, but 
economic and social conditions have so changed 
that the number of matters of peculiarly local 
concern is restricted, whereas the field of govern- 
mental activities is widening. New functions of 


* Education was somewhat of an exception since in all English- 
speaking provinces school districts, at least in rural areas, were 
not coterminous with local government units. 


government cannot be efficiently or fairly divided 
among a large number of small areas, and some 
of the old functions have become inappropriate 
to the municipal sphere. 


The great expansion in foreign, interprovincial 
and inter-municipal trade, and the accompanying 
increase in economic specialization even among 
municipalities, have made the economic welfare of 
one unit dependent on that of others, to say nothing 
of the outside world. An entire city may be 
dependent on the production of motor cars, a 
whole rural municipality on one type of agriculture, 
whether it be tobacco, fruit, wheat or live stock. 
Over much of the country each unit is producing 
primarily for “export” to other units, if not abroad, 
and imports from others most of its requirements. 


The development and widespread use of the 
motor vehicle have created a need for expensive 
highways, have enlarged the physical horizon, 
and have encouraged population movements both 
transient and permanent. All these factors have 
influenced trade, relative municipal development, 
economic differentiation, and the size of the area 
which can be described as suitable for local govern- 
ment. The trend of land values has in many cases 
been abruptly altered by the advent of the motor 
car; the development of cities at the expense of 
nearby towns, and of suburbs at the expense of 
cities, vitally affect municipal finance. 


Industrialization, the greater complexity of all 
forms of economic activity, and advancing standards 
of every description, require an educational system 
which will give to the largest possible proportion 
of the people the best possible education. New 
knowledge with respect to the value of public 
health services, and the social cost of disease and 
crime and poverty, have increased the interest and 
activity of the state in matters of health and public 
welfare, working and living conditions and wage 
levels. 


Such social and economic changes necessarily 
affect the nature and scope of municipal govern- 
ment and central government alike. The general 
tendency to leave the responsibility for conditions 
within its own area to each municipality, both 
administratively and financially, and to require new 
functions of government relating to economic con- 
ditions to be undertaken primarily by local govern- 
ment areas whose boundaries are less and less those 
of balanced economic communities, has created 
many difficulties and anomalies in the municipal 
structure. These may be classified under three 
heads. 
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In the first place, many local government units 
are no longer the appropriate areas for govern- 
mental purposes of any description. This is 
particularly true of large cities, and of many rural 
municipalities in the Prairie Provinces. The case 
of the metropolitan area is conspicuous. Many 
people in such areas work in one municipality and 
live and pay taxes in another. The idea of the 
municipality as a community of neighbours has 
been necessarily lost in large cities at least, and 
the required standard is that of an efficiency which 
cannot be achieved when five or ten separate gov- 
ernments operate in a single integrated urban area 
among people who are economically interdependent; 
nor can the maximum economic welfare of the 
whole be expected if there are a number of widely 
varying tax-rates, standards of education and health 
measures and the like. Likewise in rural areas, the 
motor car is in process of rendering obsolete old 
municipal boundaries based primarily on the cruis- 
ing radius of the horse. The motor car has extended 
the possible physical area of rural municipalities 
beyond the maximum desirable from the point of 
view of maintaining the identity of the neighbour- 
hood. The boundary of a “neighbourhood” is now 
limited, not primarily by distance but by the other 
factor, always important, the number of inhabitants. 
Particularly in Western Canada, where settlement 
is sparse, municipal areas require extension for 
purposes of efficiency and economy, and this can 
now be done without sacrificing the local character 
of municipal government. It is in the extension of 
boundaries and in the pooling of costs as between 
complementary areas that is to be found one of the 
remedies for the social service costs imposed by 
transiency on certain unfortunate municipalities. 

Secondly, even with adjustment of areas, modern 
conditions render desirable a large measure of 
co-ordination between municipalities, in their own 
interests, with respect to a number of their func- 
tions. The police department of one town must 
take cognizance of a crime committed in another 
fifty miles away within an hour of its occurrence. 
With the large and continual movement of people 
from one area to another maintenance of health 
services in one municipality is vitally affected by 
conditions in another. Particularly in rural areas 
the bringing of hospitals and other necessary 
institutions up to modern standards is a matter 
of co-operation between the municipal units 
concerned, or between the municipalities and the 
provincial government. 

Thirdly, in the case of a number of govern- 
mental functions requiring large expenditures 


140 


(some of which were originally purely matters of 
local concern and, therefore, the subject of muni- 
cipal responsibility, and others of fairly modern 
origin or at least development) the long-run interest 
of the province conflicts with the existing system 
of requiring the separate municipalities to find the 
necessary moneys. This system results in unfair 
inequalities between municipalities, in failure to 
maintain uniformly the desirable provincial 
standards, and in severe strain on the finances of 
many municipal governments. Modern economic 
conditions have tended to increase differences which 
have always existed between municipalities in 
wealth and tax-paying capacity, and likewise in 
the expenditures necessary to fulfil certain func- 
tions. Very often the poorest municipalities require 
the greatest expenditures on the services in ques- 
tion. So far as such expenditures are forced on 
the municipality by provincial legislation, as in the 
case of some hospital aid and child welfare statutes, 
the situation is obviously inequitable. An extreme 
instance is unemployment where the degree of ex- 
penditure is affected by provincial or nation-wide 
conditions and by provincial or federal policy; the 
municipality in this case is unable to control the 
amount of the expenditures which it is forced to 
bear, and its capacity to pay is restricted by the 
same conditions which render the expenditures 
necessary. 

With respect to matters of admittedly local 
concern it is obvious that wealthier municipalities 
always will be able to supply their inhabitants 
with better services than poorer ones. But it 
is equally obvious that great inequality among 
municipalities is inimical to the maintenance of 
any uniform or minimum provincial standards. 
Some matters which were once of merely local in- 
terest cease to be so because the increase in disparity 
of wealth prevents the maintenance of approxi- 
mately uniform standards. Matters of more than 
local interest should not and cannot be left to a 
major degree in the field of municipal government. 
In so far as they remain a municipal obligation the 
interests of the province as a whole are injured by 
the sheer inability of some municipalities to raise 
the same revenue as others either in proportion to 
population or to the amount of expenditure re- 
quired, as well as by obstacles to provincial unifor- 
mity arising from the deliberate adoption by a 
municipality of a lower standard than that desired 
as a matter of provincial policy. 

From what has been said it is clear that 
aggregate municipal figures are of very limited use 
in analysis of the problems, since the totals 


conceal the very disparities which create the chief 
difficulties and inequities. Valid comparisons could 
only be made and valid generalizations reached after 
each municipality had been considered separately, 
in the light of its own particular circumstances. 
Yardsticks and tests which are applicable to one 
may be completely irrelevant or misleading when 
applied to another. A municipality dependent 
on a single industry differs fundamentally from 
another of the same size engaged in more diversified 
economic activities. A Prairie city dependent upon 
agricultural conditions cannot be compared with 
an average industrial city in Ontario or Quebec, 
nor a pioneer community with a mature one. The 
greatest obstacle, however, is the dearth of 
statistics, and the lack of uniformity in those 
available. In some provinces current and capital 
items in municipal accounts are not distinguished 
in so far as their statistical presentation is con- 
cerned; in others, statements of aggregate muni- 
cipal finances combine statements compiled on the 
accrual basis with others on the cash basis. An 
analytical breakdown is generally lacking, and 
relatively large amounts are commonly lumped 
together as “miscellaneous”. It is even frequently 
impossible to distinguish between debt interest and 
debt retirement payments. The local government 
of any given area may be in the hands of several 
bodies2—-say a village council, a township council, 
a county council, a school board, a health board, 
a public utility board, etc., with different bound- 
aries, different fiscal periods, and different systems 
of accounting, and to disentangle the affairs of 
these overlapping bodies and secure any con- 
solidated statement of their financial operations 
and position is well-nigh impossible. Furthermore, 
what statistics are available in most of the prov- 
inces relate only to very recent years. A historical 
study of municipal finance in general is, therefore, 
almost impossible. While some of the more recent 
reports of the provincial departments of Muni- 
cipal Affairs are more satisfactory, the need for a 
greater degree of co-ordination and co-operation 
between provincial and municipal governments 
with respect to municipal finance statistics remains 
urgent. 

In spite of these serious deficiencies in the 
material available, and the limitations of the use 
which can be made of the product, the Commission 
has attempted to compile statistics on a comparable 
basis for every province, classified in a manner 


_.? There are in Canada some 27,259 local councils and boards 
with a combined membership of about 125,000 persons, paid and 
unpaid. Ex. 267, Brief of the Citizens’ Research Institute of 
Canada, p. 8. 


complementary to the Dominion and provincial 
accounts.3 Instead of the customary classification 
by cities, towns, villages, and rural municipalities, 
which is of little value for purposes of analysis 
owing in part to the great variations in provincial 
definitions of the units, a new and more significant 
grouping has been employed—Metropolitan areas, 
other urban, and rural. “Metropolitan areas’ 
(Montreal, Toronto, Winnipeg, Vancouver, and 
Windsor)5 consist of the major cities and their 


3 This task would have been impossible without the able and 
willing assistance of Mr. Joseph Howes of the Citizens’ Research 
Institute. 

5There are several cities—Quebec, Ottawa, Hamilton—larger 
than Windsor, but they have not the distinctive metropolitan 
characteristics and problems of Windsor. Greater Ottawa, in- 
cluding Hull, might be considered a metropolitan area, but this 
was not practical for our present purposes owing to the provincial 
division of the area. 
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immediately surrounding and dependent towns, 
villages, and suburban townships. “Other urban” 
includes all other cities, towns, and villages, in 
general of more than 500 inhabitants, and “rural” 
all remaining municipal organizations, although the 
division between “other urban” and “rural” is in 
some cases only approximate. The selected metro- 
politan areas account for something more than 
two-fifths of all municipal revenues and expendi- 
tures, the other urban units for something less 
than two-fifths, and the rural units for one-fifth. 


For details of the methods used by the Commis- 
sion and the qualifications which should be noted 
before use is made of the statistics the reader is 
referred to the Introduction to the Municipal 
Section in Book III. 
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2. MuNIcIPAL FUNCTIONS 


Municipal expenditures for 1937 are summarized 
in the following table, and details are given for 
selected years in the Municipal Section of Book 
ibe 


MUNICIPAL EXPENDITURES, 1937 


| 
— Ee A Rural } Total 
(Millions of ato ) 

Net debt service (excluding 

retirements)! oc e cise sak 32 19 4 55 
Education (net, after provincial 

TANTS) WO AN anne 28 30 18 76 
Public Welfare, including relief 28 18 7 53 


Streets and roads (net, after 


provincial grants)........... 7 11 13 31 
General Government, and all 

other expenditure).......... 31 24 12 67 

126 102 54 282 

Debt retirement.............. 15 12, He 29 

141 114 56 oii 


Education and Public Welfare —These two major 
municipal functions have certain important char- 
acteristics in common, and for our present purposes 
can be conveniently discussed together. Education 
accounts for 33 per cent of municipal current ex- 
penditures excluding debt charges, and welfare 
services for 23 per cent.* It is evident that these 
services will bear the full impact of wide differences 
in taxable capacity which may exist between differ- 
ent municipal units, and that great differences in 
ability to support these services on the scale needed 
today will have very serious consequences. 

The great variations which exist in the ability 
of municipalities to support these services arise in 
part from the failure to make the municipal unit 
conform to the changing economy and coincide 
with an economic unit; in part from the very 
uneven distribution of taxable income and wealth 
which has accompanied the development of a 
nationally integrated economy with a high degree 
of specialization; and in part from the great 
expansion and changed nature of the demands 
made on these services. 

The most striking examples of the failure of the 
political municipal unit to conform to the local 
economic unit are the component municipalities of 
the metropolitan areas, and the rural units designed 
in horse and buggy days. A metropolitan area will 
normally contain some very wealthy residential 
suburbs organized as separate municipalities, and 
some very poor dormitory suburbs; some units that 
are mainly industrial; some that are commercial; 
and some “twilight”? zones of obsolete residential 
property. These units may be all parts of one 


* These percentages are perhaps an understatement for the 
English-speaking provinces in view of the services rendered by the 
Church in Quebec. 


economic organization but there will obviously be 
the greatest extremes of difference in their financial 
ability to supply their residents with services. 
Property assessment per pupil, for example, some- 
times differs as much as ten to one. Equally wide 
differences may exist between adjoining rural 
municipalities arbitrarily laid out and of exactly 
the same area, but very different in resources and 
other economic advantages. 


Many of the differences, however, are not due 
merely to the failure to make political boundaries 
conform to the appropriate economic unit. One of 
the prices paid for the higher national income and 
standards of living achieved since Confederation has 
been the virtual disappearance, or great reduction 
in importance, of the small local economic unit. It 
has been absorbed in the nation-wide, and world- 
wide, organization of business. There is no longer 
any necessary or even likely relation between the 
wealth a municipality produces and local property 
values and service requirements. Yet responsibili- 
ties have been delegated to municipal governments 
which are justifiable only on the assumption that 
the local political unit will also be an economic unit 
with a per capita income not far removed from the 
provincial average. 


But while the differences between taxable 
capacity of local political units have been 
increasing, as a natural corollary of the type of 
economic development which Canada has experi- 
enced, the relative cost of education and welfare 
services, and the need for approximate uniformity 
in the standards of services provided, have also 
been increasing. The complex and mechanical 
modern society is a machine which can produce 
much more wealth than the self-sufficient units 
of former days, but it requires a highly trained 
and well-informed public to run it successfully. 
If full advantage is to be taken of modern produc- 
tive facilities, more intensive and longer periods of 
general education are required; more subjects must 
be taught; more equipment and more trained 
specialists are needed; and special and often 
extensive instruction must also be provided for the 
various grades of subnormal intelligence which in 
earlier societies it was safe to leave uneducated. 
There are similar increases in the need for welfare 
services arising from the loss of the former degree 
of family self-sufficiency, the abrupt fluctuations 
which are characteristic of our present economy, 
and advances in medical and related sciences. In 
the cases of both education and welfare, the con- 
centration of population in the cities has made 
possible the provision of higher standards but has 
also multiplied costs. 


These developments have been discussed in 
detail in our historical review in Book I as aspects 
of the evolution of the economy which are of basic 
significance to Canadian public finance and the 
federal system. We are here concerned only with 
noting the impact of these changes on municipal 
institutions, and in particular the extent to which 
approximate uniformity in ability to provide the 
basic social services has ceased to be a valid 
assumption. 


Streets and Roads.—A significant contrast exists 
between the trend of development of municipal 
welfare and education services, and that of the 
other chief municipal function—the provision of 
streets and roads. The development of the auto- 
mobile made necessary entirely new types of both 
urban and rural roads, on a hitherto unprecedented 
scale, and was an important factor in shifting 
population to outlying suburban areas. The 
municipalities were thus faced with almost imme- 
diate necessity of making a tremendous capital 
investment, that was bound to cause in many 
cases a reduction in property values through shifts 
in population which it would facilitate. Extensive 
programs for reconstruction of urban streets which 
were launched in the immediate pre-War years were 
of necessity stranded during the War, but were after- 
wards carried to completion in a surprisingly short 
period of time. By the middle twenties virtually 
all the urban municipalities had rebuilt their streets, 
and made the necessary attendant changes in sewers, 
sidewalks and street lighting facilities to meet the 
new demands. It is true that some of this invest- 
ment is already obsolete owing to the continued 
growth in automobile traffic, and that expensive 
express and overhead arterial roads will have to be 
cut through congested areas, but the accomplish- 
ment of the urban municipalities in equipping 
themselves with relatively modern and complete 
facilities in such a short period of time remains a 
notable one. 

It was clear from the first that a satisfactory 
network of rural roads could not be planned, 
financed, and built by the rural municipalities. As 
a result, provincial governments stepped in and 
progressively assumed an increasing proportion of 
the capital and upkeep expenditure, although the 
degree and method of participation varied widely. 
Possibly because the variations in road standards 
provided by poor and rich municipalities were more 
directly evident than equally important variations 
in welfare and education services, and because the 
need arose more suddenly and strikingly, and be- 
cause there were pressure groups more directly 
interested and better organized, the logic of pooling 
resources in the common interest was brought home 
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more rapidly. Urban municipalities did not benefit 
equally from provincial assistance, although pro- 
vincial governments have in many cases assumed 
the expense of the costly main highway approaches 
to the larger centres, and there are important in- 
direct benefits from the lower transportation 
charges and enlarged market afforded by the 
provincial highways. Nevertheless, it would 
appear that since the advent of the auto- 
mobile, urban municipal taxpayers have borne 
a particularly heavy burden for the provision 
of modern streets and roads. The bulk of the 
capital borrowing for this purpose was on a ten 
to fifteen year basis, with relatively high and 
progressively increasing amortization charges, and 
as a result those municipalities which have been 
able to maintain their debt retirement schedules 
are now extinguishing their remaining road debts 
very rapidly. This factor largely explains the 
buoyant position of Ontario municipal finances in 
particular,6 although it may well be charged that 
the rapid equipment of the urban areas, and their 
present strong financial position, have been achieved 
by something in the nature of a discriminatory 
capital levy on real estate owners, for the taxes 
may not cease when the roads are paid for but may 
be continued for other purposes. 

It has not been attempted to do more in this 
review than to note the effect of the changes in 
basic conditions on the ability of municipalities to 
carry out their traditional functions. These func- 
tions have grown more costly and more complex as 
a natural correlative of the development of the 
economy; the economic basis of the municipality 
which determines its ability to perform these func- 
tions has meanwhile grown more narrow and vulner- 
able; as a result the traditional administrative unit 
is today too small and limited to perform these 
functions efficiently or distribute their costs equit- 
ably. We have noted the extent to which provincial 
governments have recognized this fact in the pro- 
vision of streets and roads, and the extent to which 
it has been neglected in the provision of welfare 
and education services. 

Appropriate adjustment of municipal adminis- 
trative units to modern conditions, and greater 
equalization of the chief municipal burdens, are, 
of course, entirely a matter of provincial Jjuris- 
diction and discretion. Plan I, however, by putting 
all provincial governments in improved and more 
stable financial positions, makes possible reorgan- 
ization and reforms along lines which would remove 
important sources of some differences and inequities 
which threaten national unity and welfare today. 

6 Estimated municipal debt for streets, roads, and bridges 


in Ontario fell from $183 million in 1930 to $149 million in 1936, 
and has since declined at an even more rapid rate. 
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3. MuNIcIPpAL REVENUES 


Municipal revenues for 1937 are summarized in 
the following table, and details are given for 
selected years in Part 3 of Book III:— 


MUNICIPAL REVENUES, 1937 


SEE Metro- Other 
politan Urban | Rural | Total 


| | | - 


(Millions of Dollars ) 
Real Property Taxes.......... 102 91 52 245 
* 


Sales and Income Taxes....... 6 a 6 
Other Taxes’ Q)e2 es 8 ll i 20 
Licences, Permits, Fees....... 5 4 1 10 
Public Utility Contributions.. 2 4 ~ 6 
Other Current Revenue (?).... 10 6 5 21 
133 116 9 308 

Provincial Government Grants 
(3) ta seat ara eens 4 6 9 19 


‘'~ (1) Chiefly business taxes, and also (in the Maritimes) personal prop- 


erty taxes. 


(?) Rentals from municipal property, interest and penalties on tax 
arrears, and miscellaneous income of all kinds, some of which should 
probably be credited to capital account. 


(3) Not included in revenue totals but deducted from appropriate 
expenditures in the table on p. 142. 

Of the total, which was 31 per cent of the revenues 
of all governments in Canada in 1937, 80 per cent 
is derived from real property taxation. The real 
property tax is at once the largest single tax in 
Canada and, for the reasons briefly discussed in the 
foregoing sections, one that is called on to meet 
functions the cost of which varies tremendously 
between local units of government. As a result 
we find many instances in which this tax (which 
for the bulk of the population is the heaviest paid 
in the course of the year) is twice as much in 
relation to property income for residents of some 
areas as for those other areas in the same province. 
There are extreme instances in which it is several 
times as much and striking contrasts can be found 
between immediately adjoining areas. Examples 
are numerous and well-known, and many were 
given in evidence before the Commission,? where 
the tax amounted to practical confiscation, or to a 
forced and inequitable capital levy, and where it 
forced the abandonment or destruction of property. 
More difficult to establish and illustrate, but perhaps 
of even greater general importance, is the effect of 
the pressure of the tax on individuals and business 
enterprises in marginal positions throughout 
Canada, and particularly in depressed areas. 


™E.g., Ex. 9, Winnipeg Real Estate Board; Ex. 98, Ont. Assoc. 
Real Estate Boards. 


taxation as a whole is too high.8 


Taxation of Real Estate 


It is very generally maintained that property 
This general 
proposition is based sometimes on one, sometimes 
on another set of circumstances. People have, for 
instance, been ejected from their homes because they 
were unable to pay the taxes. Here the proposition 
would mean either that incomes are too low or 
alternatively that, where low incomes prevail, it is 
wrong to impose a tax on a necessity of life such as 
shelter. Others have found that property which 
has ceased to yield an appreciable income is still 
subjected to heavy taxation. This situation has led 
to the surrender of property to the taxing authority 
and in other cases to the demolition of buildings 
which cannot command rents in keeping with their 
assessments. In this case it may be rather the 
method of assessment than the property tax itself 
which is at fault. Others complain that the income 
from real property is more heavily taxed than 
income from other investments. In one sense 
this is true, but it must be remembered that a pro- 
perty tax, once imposed, tends to be capitalized so 
that the value of the property is reduced once for 
all by the capitalized value of the tax, Just as it 
would have been reduced had it been subjected to 
a mortgage of equal amount. Any subsequent pur- 
chaser pays the reduced price and presumably gets 
the same net return on his investment as if he made 
alternative investments. The initial act of confis- 
cation may be deplored. It cannot be redressed 
years later without the unjustifiable enrichment of 
subsequent purchasers of the property. 


(8) The following briefs complain of unduly burdensome or in- 
equitable taxation of real estate: 

Ex. 7, Brief of Manitoba, Pt. VII; Ex. 8, Brief of Manitoba, 
Pt. VIII; Ex. 9, Winnipeg Real Estate Board; Ex. 17, Winnipeg 
Board of Trade; Ex. 18, The Union of Manitoba Municipalities; 
Ex. 19, The City of Winnipeg; Ex. 21, Rural Municipality of St. 
James, Manitoba; Ex. 24, School District of Winnipeg, No. 1; 
Ex. 25, Manitoba School Trustees’ Association; Ex. 28, The Greater 
Winnipeg Youth Council; Ex. 31,The Home and Property Owners 
Association of Winnipeg; Ex. 34, Brief of Saskatchewan; Ex. 49, 
Saskatchewan Urban Municipalities Association; Ex. 66, Regina 
Board of Trade; Ex. 67, Saskatoon Board of Trade; Ex. 98, Ontario 
Association of Real Estate Boards; Ex. 113, Canadian Federation 
of Mayors and Municipalities; Ex. 172, Brief of British Columbia; 
Ex. 181, Municipalities of British Columbia; Ex. 182, City of Van- 
couver; Ex. 183, British Columbia Schoo] Trustees’ Association; 
Ex. 199, Vancouver Real Estate Exchange; Ex, 206, Provincial 
Council of Women, British Columbia; Ex. 236, Edmonton Chamber 
of Commerce; Ex. 238, Cities of Alberta; Ex. 248, Taxpayers’ Pro- 
tective Association of Edmonton; Ex. 249, Calgary Board of Trade; 
Ex. 255, The United Farmers of Alberta; Ex. 267, Citizens’ Research 
Institute of Canada; Ex. 268, Board of Trade of the City of 
Toronto; Ex. 281, Ontario Municipal Association; Ex. 282, National 
Construction Council; Ex, 284, The City of Toronto and Ontario 
Mayors’ Association; Ex. 285, Property Owners’ Association of 
Toronto; Ex. 286, East York Business Men’s Association; Ex. 288, 
Home Builders’ Association of Toronto; Ex, 297, Brief of Ontario, 
Pt. II; Ex. 367, City of Saint John; Ex. 394, The Canadian Cham- 
ber of Commerce; Ex. 400, The Roman Catholic Separate School 
Trustees’ Association of Ontario. See per contra Ex. 105, Brief of 
The Single Tax Association of Canada. 


In still another sense taxation on real property 
may be said to be too high. A municipality to func- 
tion adequately requires a certain revenue. It may be 
impracticable to obtain this revenue by taxing land 
and improvements if a point is reached at which 
an increase in the rate of the tax would not produce 
an increase in its yield. Or it might be highly 
unjust to continue to tax land because in so doing 
revenue would be raised by imposing an undue 
burden on one group in the community while im- 
posing no proportionate burden on other groups. 
The fact, already noticed, that the real property tax 
tends to be capitalized is a matter of aggravation in 
respect of this inequity whenever what is under 
consideration is not the continuance of high rates 
of long-standing but a further increase in the rates. 
Many large municipalities which press for financial 
relief fully realize that if this relief were extended 
to all municipalities any tax by which it was 
financed (whether Dominion or provincial) would 
take more from their citizens than the municipality 
itself would receive. Here the essence of the com- 
plaint is that the municipality has been required 
to finance costly services without being given ade- 
quate powers of taxation. The remedy would lie 
either in decreasing the demands made on the muni- 
cipality or in supplementing its revenue by some 
form of provincial grants-in-aid. For these various 
reasons the cry arises on all sides that the taxation 
of real property is too high, but this is an opinion 
which cannot in most cases be proved or disproved 
by any objectively determined scientific criteria. 


It is argued that the failure of the con- 
struction industry to make any substantial recovery 
is evidence that real property taxation as a whole 
is excessive, and that a reduction in rates would 
divert the marginal consumer’s dollar into better 
housing instead of into alternative, and possibly 
less socially useful, channels. And it is charged 
that a tax of such a rigid nature as the Canadian 
real property tax is particularly unsuited for a 
country such as Canada, already burdened by a 
high fixed overhead which has to be supported by 
a sharply fluctuating income, and that the heavier 
the tax, the more vicious and undesirable its effects. 
Unquestionably in many areas the tax was estab- 
lished at a high rate during a period of rapidly 
rising land values, and was deliberately intended 
to contain some element of the “single” tax, or of 
a capital gains tax; the justification for this 


naturally disappears once the trend of land values 
- flattens out or drops sharply. 


8336—10 
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The Commission believes that there is great 
weight in these general contentions even when 
they cannot be statistically established, or related 
to other than hypothetical alternatives. In this 
connection the benefit to municipalities of 
the Commission’s recommendations in Plan I 
should be noted. On the 1937 base they would 
provide a net saving to municipalities of some $20 
million, or 8 per cent of the real property tax. 
This saving, of course, would not be evenly spread, 
but largely concentrated in the chief distressed 
areas. 

But although no positive finding can be made 
on the abstract contention that real property taxes 
are too high, particularly in the absence of pro- 
posals for compensatory alternatives, certain gross 
inequities which now exist can be specifically noted. 
They are, chiefly, different levels of taxation 
(to support the same functions) in different muni- 
cipalities; and great variations in taxation, as a 
percentage of income, even in the same munici- 
pality. 

The different levels of taxation in different 
municipalities arise from the performance of similar 
functions with very different means. The remedy, 
as has been suggested in the previous section, is the 
reorganization of municipal units more in con- 
formity with modern economic conditions. In 
addition certain services might be pooled (whether 
through the provincial government or among a 
group of municipalities) so as to redistribute the 
cost of services in relation to capacity to pay. 


The variations in taxation, as a percentage of 
income, between individuals in the same muni- 
cipality result from the assessment of taxation on 
an assumed capital value of real property rather 
than on income. Although the assessed capitaliza- 
tion is supposed to be closely related to, or speci- 
fically based on, earning power, it is in many cases 
not so in fact owing to faulty assessments, unrecog- 
nized changes in earning power, or inability to rent 
a property at all. The first of these defects may be 
due to lack of competent assessors; the second, to 
lack of sufficiently frequent re-assessments and 
facilities for appeal; the third is inherent in the 
present system of taxation. To correct the inequity 
of taxing an individual on the capitalized value of 
an income which he cannot make would not require 
as drastic a change as putting all property taxation 
on an income basis. (Even in the countries fre- 
quently cited as examples of a more equitable 
system of property taxation on an income basis 
there is a large element of arbitrary valuation.) 
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It would appear that a rough adjustment of this 
particular inequity could be achieved if allowance 
were made for a rebate of a portion of the tax 
applying to improvements (although not to the 
land) when it was established that it had not 
been possible to rent the property on reasonable 
terms during, say, six or nine months of the year.* 
The property should in any case be taxed sufficiently 
to cover the cost of services rendered to it. To the 
contention that such a provision would reduce the 
stability of municipal revenues it could be 
replied that under conditions in which the 
operation of such a provision would be of any 
importance, the revenues under the present system 
are only superficially stable, bolstered up by 
uncollectable tax arrears,!11 and that it is grossly 
unfair virtually to confiscate the property of those 
who have already been the chief sufferers from ad- 
verse rental conditions. 


Tax Exempt Crown Property 


It was also complained to the Commission!2 
that it was unjust to exempt Crown property from 
taxation when that property was being used for 
some normal commercial purpose, such as electric 
power distribution, and would, if in private hands, 
be taxable; or when it was being used in a profit- 
making commercial enterprise, such as a provincial 
liquor store. The Commission suggests that such 


*The Ontario Assessment Act, c. 272, s. 125, makes a certain 
vacancy allowance on property which is not rented. 
ios 11 Municipal tax arrears rose $78 million between 1930 and 

5. 

12 ix. 52, Sask. Assoc. Rural Municipalities; Ex. 109, Can. 
Electrical Assoc.; Ex. 154, Union of N.S. Municipalities; Ex. 158, 
City of Halifax; Ex. 159, Halifax Board of Trade; Ex. 181, 
Municipalities of B.C.; Ex. 267, Citizens’ Research Institute; 
Ex. 281, Ont. Municipal Assoc.; Ex. 285, Toronto Property Owners 
Assoc.; Ex. 343. Chambre de Commerce de Montreal; Ex. 394, 
Can. Chamber of Commerce. 


property should be subject to taxation on the same 
terms as that of private enterprises. 

A somewhat different problem is presented by 
Crown property which is not being used for any 
commercial purpose, but which involves the muni- 
cipality in considerable expense.* This is especially 
the case with respect to military property. On the 
other hand, the municipality frequently benefits 
substantially from the presence of the Crown 
property such as post offices and legislative build- 
ings. The Commission ean make recommendations 
only in very general terms. The Commission 
recommends that the senior governments should 
make payments ex gratia in place of taxation in 
respect of all property (other than commercial 
enterprises which should be assessed and taxed 
on the same basis as private property) held by 
them in municipalities, but that the amount of 
these payments should depend on the nature of 
the property and the extent to which it benefits 
from municipal services. It may even be expedient 
for both senior governments to lay down some 
general principles to govern these payments and 
to employ arbitrators to apply them to individual 
properties in the event of being unable to reach 
an agreement with the municipality. The prin- 
ciple is clear that the burden of providing services 
for government properties should be spread widely 
by federal or provincial taxation, as the case may 
be, and not charged against neighbouring prop- 
erties. But the amount of the payment appropriate 
in each case will depend on a number of circum- 
stances, of which the assessable value of the 
property may not be one. 


* F.g.,, Halifax and Esquimalt. It was declared in evidence to 
the Commission (p. 5289) that in the latter city out of $9,790,000 
for improvements, $8,212,000 was tax-exempt. 


4. Municrpat Dests 


Municipal debts are on the whole more closely 
related to municipal capacity to bear them than 
are the chief municipal functions. A poor munici- 
pality may incur just as great costs per capita as 
(or even larger costs than) a rich one in providing 
education, for example, but it is extremely unlikely 
to have as heavy debt charges, simply because it 
could not in the past have borrowed as much 
money. On the other hand, it is true that a poor 
municipality may have to forgo desirable capital 
works and improvements because of its poor credit 
standing. 

In general, municipal indebtedness is closely 
related to the corresponding asset, and, ideally, is 
amortized within the life of the asset. But wide 
latitude is frequently given to estimates of the 
life of the assets. In recent years particularly, the 
funding of general deficits (largely caused by relief 
expenditures) has obscured this relation somewhat, 
but the contrast with the general debt of the senior 
governments remains notable. (It is interesting to 
note that most provinces originally also earmarked 
their borrowings for specific purposes, and under- 
took to amortize them accordingly, but as time 
went on, and as through refundings and funding 
of general deficits the debts became increasingly 
confused and _ indistinguishable, even nominal 
adherence to this practice was discarded.) Out- 
standing municipal debt in 1937 may be classed 
roughly as follows:— 


MUNICIPAL DEBTS, 1937 


Metro- 
politan 


Other 


Urban Rural 


Total 


DCLOOLS ys ee ete een eres 
Roads, streets and bridges.... 
Otherigenerale iis... 2.50 Geb es 
Gross general. i... .6.65< 

Less sinking funds.......... 
Net general.............. 

MU Git y—NOba se scl clscihiie lots 


Guaranteed—net.............. 
Bani loans Avene ane, 


With a few notable exceptions municipal debts, 
in contrast with Dominion and provincial debts, 
have not increased since 1930. Severe retrench- 
ment has been necessary in a number of cases, and 
although relief costs have been a heavy burden 
for some centres, five-sixths of the total cost has 
been met by senior governments. The cities with 
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a considerable increase in debt since 1930 are those 
in which unemployment has been concentrated, 
and where the cost of even 20 to 30 per cent of 
total relief expenditures threw municipal budgets 
badly out of balance. Even in these cases, how- 
ever, there have been some reductions in net debt 
since 1934, particularly in Ontario. 


On the other hand, debt charges have increased 
somewhat for nearly all urban areas and notably 
those with large relief borrowings. This is largely 
due to increased amortization charges on relief and 
deficit financing. Interest charges, as distinct from 
total debt charges, have tended to decline, since 
municipalities in a strong financial position have 
been able to refund on favourable terms, and 
municipalities in a weak position have had to 
reduce their borrowings rigorously. Admittedly, 
such a reduction may be a very undesirable one, 
if it enforces curtailment of socially necessary or 
desirable expenditures, simply because an obsolete 
division of municipal units throws crushing respon- 
sibilities on some area unsuited to bear them. On 
the other hand, it may be a healthy check to ex- 
travagance or to optimism which the events of the 
depression have shown to be excessive. But there 
is marked inequity in a system which imposes the 
highest borrowing costs, and rigid restriction of 
borrowing, or even total prohibition, on the 
haphazardly delimited local areas which are 
normally the poorest, or have been the hardest hit, 
as a result of cyclical developments and national 
policies beyond their control. 


The hardest hit municipalities were forced into 
default, and it is illuminating to analyse the factors 
responsible for these extreme examples of break- 
down. These examples may properly be called 
extreme since the effort made by most Canadian 
municipalities to honour their obligations, at the 
expense of drastic reduction in desirable services, 
is striking. Generally speaking, defaults occurred 
only under intolerable strain and pressure. Roughly 
classified, defaults occurred in*:— 

(a) working-class dormitory suburbs—i.e., the 
poorer residential districts—of metropolitan 
areas; 

(b) one-industry towns, in which the one indus- 
try was closed down by the depression; 

(c) rural, and dependent urban, units where the 
whole area had been overwhelmed by natural 
disaster, such as the Western drought. 


* Defaults by derelict towns resulting from miscalculation as 
to the economic future have, of course, occurred in many regions 
throughout Canadian history. 
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Examples in the first class are but further 
evidence of the chaotic condition of municipal 
organization in Canadian metropolitan areas. Large 
blocks of poorer class residential areas which were 
arbitrarily segregated into separate municipalities, 
whose inhabitants were particularly hard hit by the 
depression, and whose local relief and welfare 
services increased correspondingly, were inevitably 
saddled with an inequitable and frequently over- 
whelming share of depression burdens. At the 
same time neighbouring municipalities, which were 
part of the same economic unit but which harboured 
a more fortunate or sheltered group, had no in- 
creased responsibilities to face, and were able to 
take advantage of depression conditions to reduce 
costs and cultivate a smugly superior attitude to 
their less fortunate neighbours. The other classi- 
fications, which taken together account for only 
a small portion of the defaults, are simply among 
the minor routine casualties of modern hit-and-run 
society, but even in their cases organization of the 
local administrative units more in conformity with 
modern economic conditions, and more even spread- 
ing of the risks, would have reduced the casualties. 


Consideration of municipal defaults must include 
the constitutional questions of whether provinces, 
by virtue of their exclusive power to legislate con- 
cerning municipalities, may legislate with respect 
to insolvent municipalities and of whether they 
may deal with the bonded indebtedness of a munici- 
pality which is not insolvent. Whatever the an- 
swers, it is obvious that a province could, by valid 
legislation, make it difficult or impossible for the 
creditors of a municipality, whether solvent or 
insolvent, to collect their debts. Nor would it have 
any difficulty in turning a solvent municipality into 
an insolvent municipality if this were a necessary 
condition for securing jurisdiction over its affairs. 
The Commission thinks that in such matters the 
jurisdiction should be clear and the responsibilities 
precise, and it recommends that if the British North 
America Act is amended, provinces should be given 
specific power to legislate in respect to municipal 
debt whether or not the municipality concerned is 
solvent. 

In this respect the Province of Quebec stands in 
a special position. If Plan I is implemented, the 
Dominion will have to assume a portion of the 
municipal debt of that Province. The distribution 
of the benefits to the municipalities would, of 
course, be within the discretion of the Province, 
but presumably it would wish to deal with the debt 
situation in the metropolitan area of Montreal. 
This might require legislation dealing with the 
debt of municipal units of very different credit 


repayment impossible. 


standing, and it would be essential that the Province 
should have adequate legislative power to deal with 
the situation effectively. 
Provincial Supervision of Municipal Borrowing 
The degree of provincial responsibility for the 
conduct of a municipality’s affairs is variously 
interpreted. But it would seem clear that when 
the provincial government creates a subsidiary 
body, and delegates to it certain revenue powers 
and responsibilities, it should see to it not only that 
these powers are adequate, with efficient manage- 
ment, to match the responsibilities, but also that 
there is efficient management. This obligation 
would appear to be particularly important for in- 
dividuals who loan money to the municipality 
on the obvious assumption that the provincial 
government will not establish conditions, or per- 
mit conditions to develop, which may make its 
Indeed, there is an even 
stronger case for a provinee to stand behind the 
credit of the local government bodies which it has 
created than for the Dominion to stand behind the 
credit of the provinces as has been recommended 
in Plan I. In addition to providing for an approxi- 
mate matching of revenues and_ responsibili- 
ties (and, as suggested in the previous sections, 
a substantial measure of pooling of resources and 
averaging of expenditures to remove the wide 
existing differentials) the province should supervise 
adequately municipal borrowing. Supervision of 
borrowing would ideally include not only an 
examination of the purpose and immediate need 
for the borrowing, but also determination of the 
best form and terms of the borrowing, and con- 
tinuing regulation of sinking funds, or repayment, 
provisions. Some or all of these forms of control 
are now exercised, although with widely varying 
degrees of strictness, by each province. If a 
municipality’s borrowings are excessive it may be 
because the province has saddled it with greater 
responsibilities than revenue powers, or because 
the municipality’s affairs are being incompetently 
handled, or because the municipality’s growth has 
been checked by unfavourable, and possibly unfore- 
seeable, circumstances. In any case the province 
has a responsibility, both to creditors and prospec- 
tive creditors of the municipality, and to taxpayers 
and recipients of services in the municipality. 
This responsibility can be exercised to some extent 
by close supervision of municipal borrowing, and 
of municipal budgeting, accounting, and administra- 
tive practices; perhaps even more importantly, by 
providing conditions under which a municipal civil 
service—adequately paid, professionally trained, 
and politically independent—can develop. 


If provincial governments supervise municipal 
borrowing closely and enforce efficient administra- 
tive practices, municipal credit should quickly 
reflect the increased measure of security. Indeed, 
under these conditions (and assuming an equitable 
division of revenue powers and expenditure respon- 
sibilities) the credit of a municipality should be as 
good as that of a province. In addition, municipali- 


ties, as a result of their practice of earmarking their: 


borrowings and relating their debts to specific assets, 
normally pursue conservative debt retirement pro- 
grams—always an attraction for the investor. How- 
ever, there may be circumstances under which a 
province will wish to assume municipal indebted- 
ness, either by refunding debts or by guaranteeing 
them. It may, for instance, feel that its munici- 
palities are not receiving the credit rating to which 
they are entitled; or that some of them have been 
unduly burdened in the past by obligations which 
the province itself would have met if it had had the 
means to do so; or that certain municipal amal- 
gamations are desirable and that an advantageous 
debt settlement is a necessary preliminary. In 
such cases a province would, if Plan I were imple- 
mented, have two courses open to it. It might 
employ the sole credit of the province, in which 
case it could not count the obligations which it 
assumed in making an estimate of its fiscal need 
when seeking an enlargement of its National Ad- 
justment Grant; or it might endeavour to carry out 
the refunding through the machinery recommended 
under Plan I. In the latter case the debt would 
have to be approved by the appropriate body which 
(as has been explained in an earlier chapter) would 
consider all the circumstances, including the credit 
of the Federal Government and its ability to guar- 
antee the debt. If approved the debt would become 
an obligation of the central debt agency, but the 
municipality or municipalities concerned would have 
undertaken to reimburse the agency for the debt 
charges and would, presumably, have been required 
to assign revenues for this purpose. In addition 
the province would have underwritten the debt. If 
refunding of this character were resorted to, it 
would lie with the province to decide whether the 
heroic debt retirement provisions which appeal to 
private investors should be adopted or whether they 
should be modified so that the municipality, with 
its debt charges substantially reduced, might be in a 
position to finance future capital expenditures on a 
pay-as-you-go basis with economy to its taxpayers. 


In CoNncLUSION 


Local and municipal institutions fall under 
the exclusive jurisdiction of the province, and the 
Commission has, therefore, refrained from making 
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specific recommendations with respect to municipal 
reform, except where the problem falls within 
Dominion-provincial relations. The Commission 
has sought rather to outline the problems which 
must be faced, assuming that municipal reform 
will sooner or later be undertaken by the provinces. 
It should be noted that, if the Dominion assumes 
responsibility for unemployed employables and if 
the Commission’s financial recommendations are 
implemented, not only will the municipalities derive 
direct benefits, but the provinces will be in a much 
better financial position to attack the problem of 
municipal reform than heretofore. 


The Chapter discusses some of the more funda- 
mental problems which must be faced if municipal 
financing is to be efficient and municipal taxpayers 
are to be equitably served. It has pointed out that 
the size of the municipal unit in metropolitan and 
rural areas is, in very many cases, no longer economic 
or in keeping with administrative efficiency; that 
local needs no longer determine municipal functions 
and that many functions, essentially provincial, 
are still left with, or have been imposed on, the 
municipalities; that municipal revenues are in 
many cases far from adequate to support municipal 
functions; that there is almost universal complaint 
across Canada of undue, or inequitable, taxation of 
real estate, though the complaints are not always 
well founded; that although the total of municipal 
debt has not risen substantially during the depres- 
sion, the credit of many ‘“one-industry” munici- 
palities, working-class “dormitory suburbs” of 
metropolitan areas, and metropolitan communities 
generally, has been severely strained, and even 
destroyed in some cases, because of relief costs. The 
need for the provinces assuming greater responsi- 
bility for the credit position of their municipalities 
has also been pointed out. 

The Commission has deemed it appropriate to 
discuss the municipal situation at some length 
because municipal governments were at great pains 
to bring their case before the Commission, which 
was greatly impressed with the earnest and public- 
spirited endeavour devoted to this basically import- 
ant sphere of Canadian public life. Democracy 
begins with local government, and local government 
cannot be politically healthy and stimulating unless 
the problems set to those who conduct it are possible 
of solution. The essence of financial responsibility 
lies in the possibility of balanced budgets which 
permit of far-sighted planning, and this condition 
has been in grave peril in Canadian municipalities 
during the last decade. 


Cuapter VIII 


EQUITY AND EFFICIENCY IN TAXATION 


The Commission is directed by its terms of 
reference to examine whether taxation, as at 
present allocated and imposed in Canada, is as 
equitable and efficient as can be devised. The 
examination has been made in Book I! and reasons 
have been given for returning a negative answer 
to the question thus propounded. The financial 
plan recommended by the Commission as Plan I 
has been devised with a view to effecting some 
important improvements in the Canadian system 
of taxation and to making possible a thorough 
reform of that system in respect both of its equity 
and its efficiency. ‘The purpose of the present 
chapter is to advance a number of recommendations 
and suggestions for reform and to show how the 
adoption of Plan I would make it possible to give 
effect to them. Equity and efficiency in taxation 
are closely related and in practice neither can be 
pursued without regard for the other. It will, 
however, be convenient to direct discussion in the 
first place to efficiency in taxation. 


EFFICIENCY IN TAXATION 


Efficiency in taxation has been defined in 
Book I? as skill in collecting a given amount of 
revenue with the least possible burden on the 
national income. Taxation, taken together with 
the expenditure which it defrays, does not neces- 
sarily impair the national income. Indeed, the 
national income should be enlarged by the influence 
of the services which governments supply, and, if 
wise policies are followed, the form which the 
national income takes as a result of taxation and 
expenditure will be preferable to that which it 
would have taken had the functions of govern- 
ment been more restricted. While the present 
chapter is devoted to equity and efficiency in 
taxation it must be remembered that it is equally 
important that governmental expenditures should 
also be governed by considerations of efficiency and 
equity. However, as the proportion of the total 
national income which is taken by governments 
rises, it becomes only too probable that taxes will 
be employed which seriously impede the expansion 
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of the national income. In calculating the propor- 
tion of the income which is taken by governments 
their non-tax revenue in the form of licences, 
liquor store profits and so forth must be included 
and, if social services are financed by compulsory 
contributions, these too must be counted. 


Inefficiency of Taxation on Costs.—Generally 
speaking, the national income will be restricted if 
revenue is raised in ways which lead to an increase 
in production and business costs. To this general 
proposition there is an obvious exception in the 
case of taxes which appear to increase the costs 
of an industry but which, in so doing, merely 
operate to drag into the open and impose upon it 
concealed costs which had previously been borne 
by the public, e.g., taxes on vehicles which damage 
the roads, levies to provide compensation for those 
injured in industrial accidents, or to provide main- 
tenance for those thrown out of employment. In 
these cases it is true that a marginal firm, or even 
a marginal industry, may be eliminated, but in 
the long run its disappearance should be socially 
beneficial, as it is likely to be replaced by a firm, 
or an industry, which can pay its way. Taxation 
which forces an industry to bear its legitimate costs 
will sometimes operate, just as minimum wage laws 
may operate, to destroy a substandard industry. 

But, except in a special case of this character, 
it is very undesirable that taxation should elim- 
inate either a firm or an industry by destroying 
the margin of profit which enables it to remain in 
operation. This is precisely what taxes which 
increase costs of production tend to do. Many 
firms and many industries are, no doubt, able to 
bear these taxes. But firms which are struggling 
to survive may find that taxes affecting their 
costs of production compel them to raise their 
prices, and that although their competitors also 
have to raise their prices, their sales fall off because 
of diminished consumption. In the long run these 
struggling, or marginal firms, may find that their 
business has become unprofitable or, worse still, 
that they can continue in business only at a loss. 
The result will be that marginal firms will tend 
to disappear and that other firms which had 
formerly had a comfortable margin of profit will 
in their turn become marginal. At the same time 


new enterprises will be deterred from entering a 
business in which costs have been raised by taxa- 
tion, and consumption restricted by high prices. 
The result of the tendency of marginal firms to 
disappear and of the tendency of potential investors 
to refrain from engaging in new enterprises, is that 
both labour and capital resources will be thrown 
out of employment and that the national income 
will be correspondingly diminished. Out of this 
diminished national income a larger revenue than 
before will have to be raised, as the unemployed 
will have to be maintained at the public cost. If, 
in order to raise the larger revenue, new taxes are 
imposed which bear on costs, the vicious circle will 
be completed. 


The alternative to taxes which increase business 
costs lies in taxes falling on profits or other 
surpluses. In the long run this means that these 
taxes should be replaced by an expansion of the 
personal income tax. As an immediate measure 
they would presumably be replaced, in the main, 
by increasing the rate of tax on corporate income. 
This (which would result almost automatically 
from the implementation of Plan I) would in itself 
be a great step forward, for although the corporate 
income tax partakes of the character of a tax on 
costs it is paid only by businesses which show a 
net profit and imposes no burden whatever on 
enterprises which are unable to bear it. It would, 
therefore, occasion no diminution of the national 
income in the way which has been described. Nor 
should it exercise the same deterrent effect on new 
investment. 


It has been shown in Book I8 that in Canada a 
larger part of the total revenue of governments 
than in other comparable countries has been raised 
by taxes which increase costs, and it has been shown 
that this harmful taxation is not merely the result 
of a mistaken policy which can be changed at will, 
but that it is a practically inevitable consequence 
of the present allocation of the burdens of govern- 
ment and of the sources of revenue as between 
the Dominion and the provinces. The financial 
arrangements which the Commission has proposed 
in Plan I are designed to go to the root of the 
evil and to remove the basic obstacle to a sound 
fiscal policy. By relieving provincial governments 
of many of the charges which they now have to 
meet, and transferring these charges to the 
Dominion, Plan I makes it possible, and necessary, 
for the provinces to renounce the use of taxes on 
corporations, personal income taxes and succession 


8 Ibid. 
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duties. The Dominion, as the sule government 
employing these important forms of taxation, will 
then be in a position to give effect to substantial 
reforms, some of which will follow automatically 
from the unification of taxing authority. 


In another chapter? a list is given of the various 
taxes which provinces impose on corporations in 
addition to those which an individual or partner- 
ship carrying on the same business would have to 
bear. Many of these are taxes which increase the 
costs of production because they have to be paid 
even if no net income is earned by the corporation. 
In practice, it is service corporations—banks, 
finance companies, chain stores, investment com- 
panies, trust companies and loan companies— 
which have suffered most from taxes based on their 
capital stock, or on some other index which bears 
no necessary relation to their earnings. In their 
turn the chief victims have been the white-collared 
workers whom these companies would have 
employed if they had not been forced to close this 
or that office, or if they had been disposed to 
expand their operations. And unemployment can- 
not develop in any section of the highly integrated 
Canadian economy without tending to spread, by 
reason of the reduced consumption of the unem- 
ployed, to other sections of the economy. 


The Dominion is in a far better position than 
the provinces, and than the Dominion and the 
provinces together, to sweep away all these objec- 
tionable taxes and replace them by increasing the 
rate of taxation on the net incomes of corpora- 
tions. As has already been suggested this reform, 
while it would be important, should only be 
preparatory to a more radical change which would 
shift the burden of these taxes to the personal 
incomes derived from business (and, of course, from 
other sources too). Other taxes which increase 
costs, of which the sales tax is the leading example, 
could be gradually replaced by revenue derived 
from the two main instruments of progressive 
taxation—the personal income tax and the succes- 
sion duties—if, as Plan I provides, these were 
employed by the Dominion alone. The same use 
cannot, in practice, be made of these taxes if both 
the Dominion and the provinces use them, for the 
imposition of a high rate of tax in one province 
makes it difficult for the Dominion to increase its 
own rates without causing great hardship to tax- 
payers in that province, even though there may 
be much to be said for higher rates of federal 
taxation so far as the other provinces are con- 
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cerned. The importance of reforms which would 
replace taxes on costs by taxes on surpluses can 
hardly be over-emphasized, for it is largely through 
the avoidance of burdens on what have been 
described as marginal enterprises that more 
sustained employment of the nation’s manpower 
and of the nation’s capital can be achieved. 


Inefficiency incidental to other repressive taxes. 
—Avoidance of burdensome taxes on costs with 
their repressive effects on employment is not the 
only objective at which an efficient tax policy 
should aim. It should seek to avoid other 
deterrents to desirable economic behaviour and, 
when possible, should provide incentives to desir- 
able behaviour. The Commission has had occasion 
to point out how succession duties, as at present 
imposed by the provinces, operate to distort invest- 
ment throughout Canada in a way which is 
economically undesirable.5 Uniform succession 
duties which would completely eliminate the evil 
of double taxation of the same property, and which 
would minimize the possibility of evading the tax, 
would make it possible to derive the maximum 
revenue from this source with the least harm to 
the national income. It is theoretically conceivable 
that this result might be obtained by a compli- 
cated interprovincial agreement coupled with 
appropriate Dominion legislation, but experience 
shows that close voluntary co-operation of this 
character is extremely improbable. Even if an 
agreement were made it might, in addition to its 
beneficial consequences, have the undesirable effect 
of making it difficult to adjust the details of the 
tax from time to time to suit changing conditions. 
Plan I, as has been shown, would both ensure 
complete uniformity and afford full opportunity to 
modify the structure of the succession duties as 
experience might show to be necessary for equity 
as between taxpayers and for efficiency in admin- 
istration. 


What has been said of succession duties has its 
counterpart in respect of the personal income tax. 
In this case, however, the imposition of the same 
tax by both Dominion and provinces (and even 
by some municipalities) is not a mere possibility 
but an accomplished fact. The freedom of action 
of the Dominion is seriously cramped when it has 
to find taxes which will operate without causing 
undue hardship either in provinces which have or 
in those which have not their own income tax. 


5P. 117. 


When the same citizen has to pay income taxes 
to two authorities which have different definitions 
of taxable income, or which allow different exemp- 
tions, or which adopt different systems of progres- 
sion, or between which there is dispute as to 
priority in assessment, he is likely to be a more 
than usually unwilling taxpayer. He feels that 
two different taxes cannot both be right, that they 
cannot both be the most equitable that can be 
devised. Almost certainly he will think of the one 
less unfavourable to himself as the more equitable. 
Uniformity in income tax structure is conceivable 
as a matter of agreement, but it is improbable. 
Under Plan I uniformity is automatic, since there 
will be only one personal income tax in all Canada, 
and the field will be clear for perfecting the tax. 


From the point of view of efficiency in taxation 
(as well as from that of equity which will be 
considered later) it is important that the tax should 
be perfected. It has already been suggested that 
the aim should be to make the personal income 
tax take the place of the corporate income tax 
which partakes of the character of a tax on business 
costs. These two income taxes, as they are 
employed today, have as one of their results that 
investment income in the form of dividends is taxed 
twice while all other income (including investment 
income in the form of bond interest) is taxed once 
only.?7 The two taxes as now imposed make the 
income from corporate enterprise less vulnerable 
to taxation if the capital structure of the enter- 
prise is largely composed of bonded debt. Yet this 
type of capital structure is hardly deserving of the 
encouragement which the Canadian taxation system 
extends to it, for the heavy fixed charges which it 
invalves import a rigidity into the national economy 
which may be dangerous in times of depression. 
Nor is it expedient to penalize (as at present) 
corporate organizations as contrasted with partner- 
ships, individual enterprises, and publicly-owned 
enterprises. It might be found practicable to obtain, 
by taxing income generally at a higher rate than 
at present, enough revenue to replace the revenue 
which would be forgone if dividends as an item 
in personal incomes were exempted to the extent 
of the tax paid upon them at the source as net 
corporate income. 

This device, namely the retention of the corporate 
income tax coupled with an exemption in respect 
of the personal income from dividends, would put 


7As a matter of equity there is no clear reason why bond 
interest should have been accorded this favoured position; and 
as between two recipients of dividends the combined effect of 
the two income taxes is somewhat regressive in comparison to 
the alternative type of taxation. 


the individual taxpayer in the same position as if 
he had received the dividends free from taxation 
as corporate income but had been required to pay 
personal income tax in respect of them just as on 
all other items in his personal income. It appears 
preferable for several reasons to the complete 
abolition of the corporate income tax. In the first 
place the retention of the corporate income tax is 
convenient if Plan I is adopted and the Dominion 
undertakes to hand over to the province concerned 
an amount equal to 10 per cent of the profits 
arising from the exploitation of its mineral wealth. 
In the second place the corporate income tax is 
useful in ensuring that non-residents of Canada do 
not escape a rate of tax appropriate to direct 
investment. These non-residents may be Cana- 
dians living abroad, or may be foreigners who have 
invested in Canada. In either case it will be for 
the income tax authority of their place of residence 
to consider whether or not their personal income 
taxes should be arranged so as to avoid double 
taxation of the portion received from Canadian 
dividends. In the third place the corporation tax 
has the advantage from the standpoint of the 
Government of being payable when the income is 
earned by the corporation without the delay 
incidental to its distribution to the shareholders. 
It would, therefore, act as a tax on undistributed 
profits without, however, penalizing the share- 
holder in the long run. 


It is only fair to note two considerations which 
affect the equity of this change in the character 
of the corporate income tax which appears so 
important from the point of view of efficiency. The 
first is that the corporate income tax tends (just 
like the real property tax which is discussed else- 
where)8 to be capitalized and to diminish the 
market value of the security by the capitalized 
value of the existing tax. Inequitable as the tax 
itself may have been in its inception, its removal 
would produce a further inequity—namely the 
enrichment of holders of securities who have pur- 
chased them since the tax has been in operation. 
This second inequity need not, however, be a 
compelling reason for retaining in perpetuity a tax 
which is undesirable from the point of view of 
efficiency. It would be possible to take the bold 
course of exacting a tax on the windfall gain which 
would accrue to the holder of a security if the 
corporate income tax were removed (or, as has been 
suggested, counterbalanced by an exemption in 
respect of the personal income tax). Or the 
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removal (or counterbalancing) might take place 
gradually. The essential thing is that new corporate 
enterprises should not be discouraged by the 
prospect of the tax. The second consideration is 
that the device of exemption from personal income 
tax does not readily meet the case of small incomes 
in respect of which the rate of personal income tax 
payable on the highest bracket of the taxable income 
is less than the rate at which the corporate income 
tax is imposed. To take an extreme example, an 
income too small to be taxable may consist entirely 
of dividends. In this case equity would demand 
that the holder of the income should be entitled to 
claim a refund of the corporate income tax, while 
efficiency might make it seem inexpedient to invite 
such claims. 

There are, of course, many other ways in which 
the personal income tax might be improved and 
some of these will be discussed when equity in 
taxation is considered. It would, however, be beyond 
the scope of the Commission’s instructions, and of © 
its competence, to draw up an elaborate scheme of 
reform. It will suffice, at this point, to discuss the 
type of graduation which should be used in design- 
ing @ progressive income tax. If, as at present, the 
successive brackets within which the income falls 
are taxed at progressively higher rates, the rate 
applicable to the highest bracket may become very 
high while the total income tax expressed as a 
percentage of the total taxable income is much 
lower. The effect of applying a very high rate 
of taxation to any increment of a large income is, 
of course, not entirely predictable.8 There are 
various possibilities. An indomitably acquisitive 
taxpayer might behave exactly as if no tax were 
imposed unless the rate on the highest bracket of 
his income rose to 100 per cent. A taxpayer who 
was mathematically inclined might work out the 
odds which he might reasonably accept in investing 
for capital appreciation rather than for an income 
of which governments would receive the lion’s 
share. An altruistic taxpayer might, at little 
sacrifice to himself, make donations to charity 
within the limits allowed as exemptions for pur- 
poses of the income tax. An astute taxpayer might 
think of ways in which he could share his income 
with those who would otherwise be his dependents. 
It is a matter of conjecture which of these conse- 
quences would be most likely—but it is a matter 
which should be studied. It is only by systematic 
research that a taxing authority can make sure 


®In some provinces the rate on the highest bracket of a very 
large income would exceed 100 per cent if Dominion and 
provincial taxes are combined. If any very rich men lived in 
these provinces their behaviour might be observed. 
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that the indirect effects of the taxation which it 
imposes are not highly injurious to the national 
income. The ultimate consequences of taxation 
may be so obscure that it is quite futile to rely 
on the taxpayers themselves making known through 
their parliamentary representatives the full effects 
of the tax. But consequences which are obscure 
are not, for that reason, unimportant, and taxation 
offers a most fruitful field for research. It is a 
matter of policy whether or not the probable con- 
sequences would be desirable or undesirable. If 
they were considered undesirable they might be 
avoided by applying lower rates, than those now 
applied to the highest brackets of taxable incomes, 
to the totality of the taxable income. A typical 
large income might pay the same amount as at 
present and yet its possessor might not be sub- 
jected to the same economic incentives as at present. 


Inefficiency arising from high cost of tax com- 
pliance.—In another chapter the Commission has 
discussed the economies which can be made in the 
cost of tax collection through cordial and intelligent 
co-operation between governments.19 Under Plan 
I most of these economies would be secured auto- 
matically since, in respect of three important taxes, 
one taxing authority would be substituted for many. 
There remains to be considered the important 
question of the cost to the taxpayer of complying 
with the laws which impose taxation upon him. 


Representations from business organizations 
placed such emphasis on the cost of tax-compliance 
that the Commission attempted to secure some 
measure of this burden. Through the facilities of 
the Canadian Manufacturers’ Association, a ques- 
tionnaire was circulated among about 100 Canadian 
firms constituting a representative cross-section of 
Canadian industry. In the hope of obtaining fuller 
and franker information than might otherwise have 
been supplied, the firms were not asked to make 
their identities known to the Commission. The 
replies were received by the Canadian Manufac- 
turers’ Association and a code number affixed. 
Copies of the information were then forwarded to 
the Commission’s office at Ottawa. About seventy 
replies were received. The information came from 
firms ranging in size from those whose office staff 
consists of one person only to some of the giant 
corporations of the Dominion. The information 
thus secured included not only the costs of tax- 
compliance but also costs on industry arising from 
compliance with government inspection, audits, 
statistical returns, etc. The answers to the ques- 


10 Sect. C, Ch. II. 


tionnaire disclosed a wide variation from one firm 
to another depending upon the volume of business 
done, the nature of the business, the geographical 
scope of its operations, and the care taken in filling 
in the returns. It is not possible to reach conclu- 
sions applicable to all companies nor is it possible 
to arrive at a monetary estimate of the gross burden 
on all corporations but certain general conclusions 
may be stated. For a small company with a 
restricted geographical scope of activity, the burden 
is very small and perhaps not unreasonable; the 
principal complaints of such companies were that 
extra work was required and time was taken which 
might have been better devoted to more productive 
work. For large companies whose operations 
expose them to the full impact of Dominion, 
provincial and municipal regulations, taxing 
statutes and collections of statistics, there is a 
material extra burden imposed. One very large 
corporation estimated that its annual cost of 
preparing government returns was $90,000; it was 
required to file annually twenty-nine returns to 
the Dominion Government, sixty-four returns to 
seven provincial governments, and seven municipal 
returns, and it was subject to fifty audits and 
inspections; an additional staff of thirty-three 
persons was needed to prepare these returns. In 
addition to the actual out-of-pocket costs the 
larger companies emphasized the loss in productive 
capacity caused by diverting time and energy of 
responsible officers from the development and 
improvement of the business to the supervision of 
tax-compliance, or collection of data. Certain of 
the answers also stressed the difficulties created 
by divergences between Dominion and provincial 
requirements as to information required for their 
respective returns. For example, the lack of 
uniformity in depreciation allowances may require 
considerable extra work in preparing quite separate 
depreciation schedules. The answers also mention 
the loss of time and disruption of business caused 
by duplication in audits by different units of govern- 
ment. 

These complaints deal with a number of distinct 
matters and raise some ancillary questions. In 
the first place there is the cost of preparing the 
returns required by governments for the purpose 
of calculating the taxes payable by the business. 
This expense is in itself a sort of taxation although 
the amount may be difficult to estimate. Efficiency 
in taxation requires that it should be reduced to 
the very minimum and the Commission believes 
that a substantial reduction would result from the 
adoption of the recommendations of Plan I looking 


to the replacement of the numerous taxes on 
corporations by a single tax on net corporate 
incomes, 

In the second place, there is the cost to business 
of the audits designed to test the accuracy of the 
returns. Governments, to keep their own costs of 
collection low, are apt to require audits at times 
inconvenient to business and sometimes long in 
arrear. The proposals of Plan I would, if adopted, 
lead to a reduction in the number of audits, since 
there would be no further occasion for audits by 
provincial governments which would withdraw from 
the taxation of corporate income. A single taxing 
authority would be in a better position than ten 
potential taxing authorities for arranging audits 
in a convenient and inexpensive form and for 
endeavouring to avoid the evil, of which the 
Commission received complaint, of reopening assess- 
ments years after the event and demanding financial 
readjustments in cases in which there was no 
accusation of fraud. Some of the hardships com- 
plained of may have been incidental to the elabora- 
tion of a new form of taxation. A single taxing 
authority is in the best position to apply quickly 
and intelligently the lessons of experience. 

In the third place, there is what might be termed 
the cost of tax avoidance. No one wishes to pay 
more than the law requires. Taxation statutes are 
often drawn in great detail but their effect is not 
always crystal clear. Sometimes the amount which 
a business is required to pay can be substantially 
reduced by the exercise of care in its accounting 
practices and by the arrangement of details of the 
business. From the point of view of the business 
the cost of obtaining skilled advice and making the 
adjustments indicated is part of its tax burden since 
it is an expense which would not be necessary but 
for the imposition of the tax. From the point of 
view of the government imposing the tax these 
expenses may at times appear as incidental to an 
effort to escape from a legitimate burden. But 
from any point of view it is regrettable that there 
should be occasion for them. The proposals in 
Plan I, by reducing the number and complexity 
of taxing statutes, should do something to reduce 
these expenses, although it is impossible to elim- 
inate them altogether.11 

In the fourth place, governments demand a great 
deal of information from businesses which is not 
concerned directly, or even at all, with taxation. In 
the survey conducted by the Commission little 
distinction was made by businesses between returns 


11 For complaints as to number of taxing statutes see Ex. 88, 
Brief of Canadian Manufacturers’ Association, Ev. p. 2315 
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required for purposes of taxation and returns 
incidental to other matters. It seems probable 
that business men treat both types of return as 
but different species of the same genus, namely 
governmental interference. This attitude is the 
easier to take because there seems to be widespread 
scepticism as to the value of much of the statistical 
information which governments collect. Yet much 
of the information is necessary for governmental 
purposes and useful for industry as a whole.12 The 
Commission suggests that a special effort should be 
made by statistical branches to place before the 
industries concerned, at the time when information 
is requested, the value of the compilations which 
will be made possible by their co-operation—a 
co-operation which does involve a certain expense 
to business. It is always possible that in the 
course of preparing a justification for a return it 
may be found that it is no longer of practical 
importance, in which case the contemplated demand 
on business need not be made. 


It will be seen that the major reductions in the 
cost of tax compliance are dependent on the 
adoption of Plan I and are not possible either under 
present conditions or under Plan II. It is, there- 
fore, necessary for the Commission to add that, if 
Plan I is not adopted, there should be close 
voluntary co-operation between Dominion and 
provinces with a view to using common returns 
and common audits wherever this is practicable and 
to combining returns so as to minimize the cost 
to industry. 


Equiry IN TAXATION 


It must be the wish of every thoughtful citizen 
that as far as is humanly possible the burden of 
government should be justly distributed and that 
every citizen should realize that he is making a 
just contribution—no more and no less—to the 
common expenditures. Taxation moreover cannot 
be efficient if it is grossly unfair and if two citizens, 
similarly situated, are called on for grossly unequal 
contributions to the cost of government. From the 
standpoint of the efficient tax-gatherer the less 
heavily taxed of the two might be required to pay 
more. From the standpoint of the taxpayer the 
more heavily taxed of the two is being victimized. 
Taxpayers are most willing to pay when they can 
see that they are getting value for their taxes. In 
so far as they are contributing to the deadweight 
costs of governments, taxpayers are most willing to 
pay if they believe that they are being asked for 


12 #Hg., trade statistics, accident statistics. 
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no more than their fair share of a common expendi- 
ture. It is, therefore, essential to efficiency in 
taxation that taxpayers should be convinced that 
the taxes exacted from them are taxes which it is 
fair that they should pay and which it would be 
unreasonable for them to grudge. But it is hard 
to find a canon of taxation which would be gener- 
ally acceptable and it would be hard to apply any 
canon to the intricate mass of taxation which exists 
in Canada today. Any individual tax can be 
criticized on the ground of equity only if it operates 
unequally as between two citizens in substantially 
similar positions. When the system of taxation is 
considered as a whole it would, no doubt, be 
significant if it could be related to the income of 
each citizen so as to show what percentage of his 
income each man pays. But our taxes are very 
complicated and the incidence of many of them is 
likely to shift, so that the person who pays a tax 
in the first instance may not be the one who event- 
ually bears its weight. It is, therefore, impossible 
to say with confidence what weight of taxation any 
one taxpayer bears. Nor is it possible to compute 
what his net income would have been had the tax 
system been different from what it is. 

It may simplify our treatment if we exclude from 
our discussion of equity those taxes which are in 
substance a price which the taxpayer pays for 
specific benefits which he receives and which he is 
free to forgo. No problem of equity arises here 
(so long as the price is not exorbitant) for the 
taxpayer gets value for his money and his income 
is not diminished.13 Other taxes may be disre- 
garded because they are linked to some specific 
benefit which the taxpayer will receive although 
he is given no choice in the matter.14 Other taxes, 
too, can be divorced from any consideration of 
equity as between taxpayers because they are 
designed to penalize certain forms of behaviour in 
the interests of society. Just as the difference 
between a price and a tax is a matter of degree so 
is that between a fine and a tax. The taxation of 
liquor, for instance, may in the interests of temper- 
ance be made something of a deterrent and in this 
case the consumer, though he may complain of 
intolerance, cannot well complain that he is 
inequitably taxed in comparison with citizens of 
simpler tastes. A large, though indeterminate, 
part of the revenue from the tariff may be treated 
in this way, as being a deterrent imposed to 
discourage the purchase of foreign goods. 


18 H.g., postage, water rates. 

148g. local improvement taxes, premiums payable under 
social insurance plans so long as these do not exceed the value 
of the coverage. 


Equities as between Individuals—Subject to 
such reservation as may have to be made on these 
grounds of public policy, it is arguable that the tax 
burden should be so apportioned that every citizen 
will contribute according to his ability. This 
doctrine may be understood in various ways. It 
may mean that each citizen should contribute a 
uniform percentage of his income; or that he should 
contribute a uniform percentage of his income 
after deducting the minimum cost of his mainten- 
anee and of that of his dependents; or that he 
should contribute a higher proportion of this 
surplus if it is large than if it is small. The third 
version of the doctrine embodies the principle 
of progression. It is in accordance with the idea 
that equality of sacrifice is what should be sought, 
and not far removed from the idea that the 
necessary revenue should be raised with the least 
aggregate sacrifice to the citizens. Even among 
those who agree that progression is desirable there 
is no agreement as to the optimum rate of 
progression. 


In practice no system of taxation can claim to 
conform to these exalted principles, the strict 
application of which would condemn any form of 
taxation (unless partaking of the character of a 
price or of a fine) which fell upon incomes so low 
that they provide a bare subsistence for those 
dependent on them for support. But principles 
which cannot be rigidly applied may, nevertheless, 
serve as a guide. 

As far as possible no taxation should be imposed 
on the necessary minimum expenditures of low 
income groups. If, as was contended in some of 
the submissions, all citizens should be made tax 
conscious in order that a sense of civic responsibility 
might be fostered, this result can best be achieved 
by taxes on minor luxuries such as tobacco. In 
Canada there are some consumption taxes which 
do fall on low income groups and if these groups 
are in the future required to pay social insurance 
premiums it will be important that the taxes which 
they now bear should be reduced or removed. In 
the meantime these taxes may be regarded to some 
extent as a means of payment for essential services 
rendered to these groups by the state and, there- 
fore, as being, in a broad sense, a price paid for 
necessaries.15 This argument is the only possible 
justification for municipal taxes which increase the 
cost of the minimum of shelter, though it must be 
conceded that it is not clear that if taxes on cheap 


15 A gimilar argument could be used if universal non- 
contributory old age pensions were financed by a sales tax, the 
incidence of which appeared to be highly regressive. 


housing were removed the benefit would be 
immediately passed on in the form of lower rents 
any more than it is clear that increases in existing 
taxation would be passed on in the form of higher 
rents. In theory, however, this would be the case 
and it is reasonable to expect that, in the long run, 
there will be a dominant tendency in this direction. 
Some municipalities do make an attempt to exempt 
minimum housing requirements from the full burden 
of the taxation of real estate and further moves in 
this direction would appear desirable. 


Very few taxes lend themselves readily to 
systematic progression and, if it is desired that the 
total weight of taxation should progress at a given 
rate, these taxes will have to progress at a much 
greater rate. In Canadian practice the two main 
progressive taxes—the personal income tax and 
succession duties—are imposed at very high rates 
on very large incomes and very large estates and 
exact far less from medium incomes and medium 
estates than do similar taxes in Great Britain, 
Australia, and New Zealand. The result is that 
while Canadian taxation is probably progressive as 
between medium and large incomes it is possibly 
regressive as between small and medium incomes,.16 
From the standpoint of equity this distribution of 
taxation seems objectionable and the two taxes 
which are under consideration could easily be 
adapted so as to readjust it. But a discussion 
based on equity and efficiency in the narrow sense 
would be incomplete if it did not indicate that 
other considerations may enter into the determina- 
tion of a tax policy. For instance, large incomes 
and large estates may be considered as undesirable 
in themselves and may be taxed accordingly. Heavy 
taxation may, in this case, be treated as something 
which will have a stabilizing and democratizing 
effect on the community, while similar taxation of 
the preponderantly important class which enjoys 
medium incomes might be thought of as socially 
dangerous. Or it may be considered that the 
taxation of large incomes and large estates may 
(without being unjust) be so high as to harm 
the national income by discouraging both exertion 
and investment. In either of these cases considera- 
tions of equity would normally be modified in the 
interests of over-riding considerations of public 
policy. 


Inequities as between different regions of 
Canada.—With these general considerations in mind 
the more serious inequities of Canadian taxation, 


16 Book I, Ch. VIII. 
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as at present allocated and imposed, can be con- 
sidered. The most glaring inequity is territorial. 
If the taxes which the citizens of each province 
pay (including taxes paid to the Dominion, taxes 
paid to the province, and taxes paid to municipali- 
ties and other taxing authorities created by the 
province) are expressed as a percentage of the 
total income of the area concerned, it has been 
shown in Book [17 that this percentage differs 
greatly as between provinces and that it is highest 
in the least wealthy provinces. The differences are 
even greater if the total taxes paid in each prov- 
ince are expressed as a percentage, not of the total, 
but of the surplus income of the province, i.e., of 
the total income less the cost of subsistence of the 
inhabitants. The whole structure of Plan I is 
designed to reduce (though Plan I will not elim- 
inate) this inequality. Under the Plan each 
provincial government would be in a position to 
provide, either directly or through its municipalities 
and other agencies, normal educational, social, and 
developmental services for its people without having 
recourse to exceptionally heavy taxation. Differ- 
ences in taxation might well continue but they 
would correspond to differences in the services 
provided. To realize this result as between prov- 
inces it is essential that the two taxes which lend 
themselves most readily to progression should be 
entrusted to the Dominion Government alone and 
should be made uniform throughout Canada. It is 
in this way only that money can be found for the 
National Adjustment Grants, payable to the prov- 
inces whose need is great, without resort to types 
of taxation which would nullify the very purpose 
of the grants. Just as in the discussion of efficiency 
in taxation questions of equity arose, so this arrange- 
ment, which conforms to standards of equity, has 
marked advantages from the point of view of 
efficiency. The maintenance of the national income 
of Canada requires that every government in 
Canada should provide adequate developmental, 
educational, and social services for its people. This 
is not reasonably possible today. Plan I would 
make it possible. But Plan I cannot produce these 
consequences unless the provinces proceed to effect, 
as between various areas within the province, the 
same sort of equalization that Plan I would produce 
as between the provinces. At present neighbouring 
municipalities performing similar services for their 
citizens frequently have very different rates of 
taxation and it is very inequitable that these 


17 Tbid. 
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differences should persist. If Plan I is implemented, 
provincial governments will be financially able to 
deal with this situation. 


Questions of Equity and Efficiency relating to 
Particular Taxes—In the course of the public 
hearings many representations were made to the 
Commission concerning the inequity or inefficiency 
of particular taxes as at present imposed, and some 
further suggestions have occurred in the course of 
the Commission’s work. In this connection specific 
recommendations do not appear appropriate as 
many conflicting considerations are involved, some 
of which the Commission is not in a position to 
appraise. Discussion of a general character may 
serve two purposes: it may call attention to a 
number of grievances; and it may indicate the 
need for constant vigilance in adapting taxes to 
changing conditions. 

In connection with the personal income tax it 
is frequently contended that it is unfair, or even 
unjust, to tax an individual on that part of his 
income which he has already paid by way of income 
tax to another taxing authority. This is what 
happens in the Western Provinces and on large 
incomes is a very important factor. The following 
table shows the percentage of the gross income 
taken by the provincial income tax in British 
Columbia and Alberta, where the income tax paid 
to the Dominion is not allowed as an exemption, 
and, in contrast, the proportion taken in Ontario, 
where the provincial rate is half the Dominion rate, 
but where the income tax paid to the Dominion is 
allowed as an exemption :— 


PROVINCIAL INCOME TAX—PROPORTION OF 
GROSS INCOME 


(Married man with no dependents—prior to September, 1939 
Dominion Income Tax increase) 


British 


Income Onlibia Alberta Ontario 

$ 
TOOOOO NSARM acer 23% 26% 74% 
BOO OOO ESM ie usclsierss 27% 29% 7-8% 
L000;000 sete aeie ti eleleus tere 27% 30% 7:7% 


This grievance results from the existence of 
Dominion and provincial income taxes neither of 
which concedes priority to the other. It would 
disappear automatically if Plan I were adopted. 
At present some provinces complain that they must 
perforce concede priority to the Dominion income 
tax19 and, if they do so, the taxpayer’s grievance 


19 Hx. 296, Brief of Ont., Pt. I. 


does not arise. In practice neither the grievance 
of the individual nor that of the province is much 
alleviated by pointing out that a careful readjust- 
ment of the rates of tax could raise the same 
revenue from the same people without taxing 
anyone on income which he had already paid in 
income tax. If Plan I is not adopted there is, 
however, much to be said for making some such 
readjustment. As between a Canadian and a 
foreign jurisdiction the question of priorities is an 
appropriate subject for international agreement— 
and the scope of such an agreement can be wider 
if the Dominion is the sole authority levying an 
income tax, or if all provinces accept the Dominion’s 
definition of taxable income. 


Various suggestions were made as to the exemp- 
tions which should be accorded under the Dominion 
income tax law. The Ontario Brief, for instance, 
suggested an exemption for children attending 
universities. The same relief to parents of 
university students could probably be more equit- 
ably given by a reduction in university fees which 
would benefit rich and poor alike, whereas an 
income tax exemption would mean far more to 
high than to low income groups. The same sort 
of objection applies to the proposal for exempting 
life insurance premiums from personal income . 
tax.20 In both cases the objection would be greatly 
modified if the income tax exemption were replaced 
by a tax rebate of a fixed sum equal to the tax 
at a low rate on the income to be exempted.21 
There is much to be said for such an exemption 
in the case of life insurance as an incentive to 
prudent behaviour. Yet, it could easily be made 
to appear harsh and heartless to tax the equally 
praiseworthy investments of those who by reason 
of some disability are uninsurable or of those who 
prefer to provide for their future in other ways. 
A further suggestion was that the Dominion, which 
charges interest on underpayments of income tax, 
should pay interest on overpayments made in error. 
The point may appear to be a small one, but the 
fact that such a grievance should have been deemed 
worthy of inclusion in a provincial brief22 suggests 
that it is worth while to make a small financial 
sacrifice in order to make an equitable adjustment 
and to remove the danger of creating a “victimiza- 
tion” psychology in taxpayers. 


20 Tbid., Pt. II. 

21This idea is developed later. An exemption for moderate 
insurance premiums is allowed under the British Columbia 
income tax. 

22 Toid., Pt. II. 


The Dominion income tax at present treats all 
royalties as investment income and taxes them at 
the rate applicable to that income, although the 
royalties received by authors are the reward of 
exertion, differing from wages only in that they are 
deferred and hazardous, and differing in all but 
name from the royalties received in respect of coal 
or oil. This is a minor matter but it seems worth 
mentioning as an illustration of the possibility of 
constant perfectionment of an instrument of 
taxation in the light of experience. 

It has been suggested that the taxation of 
investment income paid to non-residents provides 
a suitable way of raising a revenue with no burden 
to the Canadian taxpayer. This is, of course, true 
only if no further foreign borrowing is contem- 
plated either by public or private bodies, and if 
immunity from this type of taxation (as contrasted 
with normal taxation of an enterprise in which a 
foreigner may have invested) is not considered to 
have been a tacit condition in past borrowing. 
The Commission is not in a position to appraise 
either of these two conditions, but it may be 
pointed out that the taxation of income payments 
to non-residents is a suitable matter for inter- 
national agreement. Some such agreements have 
already been made, and it will be easier to make 
them if the Dominion is the sole authority levying 
a personal income tax. While Canada as a debtor 
nation might gain on balance today by taxing 
foreign investors, forbearance may be a quid pro 
quo in other arrangements. And Canada may not 
be forever a debtor country. 

In connection with the corporate income tax it 
has been suggested that provision should be made, 
by way of incentive as well as on grounds of 
equity, to exempt for obsolescence of plant and 
equipment as well as for normal depreciation. The 
Commission notes that some action in this direc- 
tion has already been taken and looks on this as 
yet another instance of perfecting a novel instru- 
ment of taxation in the light of experience. 

A contention by the electrical industry23 presents 
very great theoretical difficulties. It is said that it 
is unfair to those consumers of electricity who are 
supplied by privately-owned utilities, if the rates 
they pay must include provision for taxation, 
while other consumers of electricity, who are 
supplied by publicly-owned utilities, may have 
their rates lowered to the extent of eliminating 
profits. Whether the rates charged to consumers 
are, in fact, raised by taxation of the profits of 
privately-owned utilities, at a rate applied to profit 


28 Wx. 109, Brief of Canadian Electrical Ass’n, Inc. 
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from all other forms of corporate investment, is 
open to doubt. But it is clear that a province or 
municipality which chooses to supply electricity at 
cost can charge lower rates than an enterprise 
which operates for profit, assuming that both enter- 
prises are more or less equally efficient. If the 
publicly-owned utilities had been taxed on the 
profits which would have been earned had such a 
policy not been pursued, it is said that in 1936 
a revenue of upwards of $7,700,000 might have 
been raised.24 The simplest practical method of 
removing this inequity would seem to lie in the 
replacement of the corporate income tax (and of 
all other taxes peculiar to corporations) by an 
expansion of the personal income tax, or by the 
more expedient way of obtaining this result, namely, 
the exemption of dividends from personal income 
tax to the extent to which they have already been 
taxed as corporate income.25 If taxes on costs, 
e.g., on the electricity supplied, had been substi- 
tuted for taxes on profits, this additional revenue 
might have been obtained at the expense of those 
who have, it is said, virtually received an untaxed 
distribution of the profits of publicly-owned utili- 
ties. A similar result would have been achieved 
by taxing publicly-owned utilities on the assump- 
tion that they should have charged higher prices. 
The Commission is not prepared to recommend 
either of these two courses and considers that, in 
the circumstances, the consumers of electricity 
purchased from publicly-owned utilities must be 
allowed to retain such advantages as they now 
enjoy. Nor would it be easy to say what should’ 
be done if a publicly-owned utility paid dividends 
to a province or municipality. Should its earnings 
be subjected to the corporate income tax or not? 
The exemption which, in one way or another, is 
accorded to publicly-owned enterprises may, of 
course, be considered as the use of an incentive 
to drive provincial governments to socialism, for 
if all enterprises were publicly-owned the income 
of a province might be freed from the burden of 
the corporate income tax, much as it was con- 
tended in one of the submissions?6 that a province 
escapes this burden if its businesses are conducted 
by individuals or partnerships. If this larger issue 
is raised the answer seems to lie in the exemption 
for the purposes of the personal income tax of 
dividends, to the extent to which they have already 
been taxed as corporate income. 


24 Thid., p. 8. } 

25 The general case for this course of action has been stated 
ante, p. 152. ? 

26 Hv. Senator Farris, p. 5029. 
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It is necessary to consider complaints made 
with respect to the corporate income tax because, 
although it has been suggested that this tax is 
objectionable as being a tax on profits, its retention 
has been recommended (subject to a counter- 
balancing exemption). It has been contended that 
it is inequitable that a corporate income, in which 
profitable and unprofitable years occur, should be 
taxed on the profits of the profitable years and 
receive no consideration for losses in the unprofitable 
years. A corporation which has a net profit every 
year will pay the same tax over a prolonged period 
whether it is assessed year by year, or permitted to 
average several years’ income in computing the tax 
to be paid. But if net income alternates with losses, a 
corporation will pay less if it is allowed to average 
its net income over several years than if it is 
taxed on the full net income in every year in which 
there is a net income. Put differently, two cor- 
porations with the same net income in the course 
of a long period may be very unequally taxed in 
respect of this income if they both pay on the full 
net income in the years in which there is a net 
income. The corporation which has occasional 
losses is relatively overtaxed to the extent of the 
tax payable on income equal to the losses. The 
Commission considers that, if the system can be 
conveniently introduced, it is fairer to tax corpora- 
tions on the basis of their average income over, 
say, a three-year period. There would be some loss 
to the national revenue (unless rates were raised 
slightly to compensate for it) but there would be 
a certain advantage in stabilizing the yield of the 
corporate income tax, since the taxable income 
would be less variable from year to year.* 


Averaging might also have a place in connection 
with the personal income tax, although its purpose 
would be different. It is less likely than in the 
case of corporations that losses would alternate with 
net incomes, but the rate of tax varies greatly with 
the size of the income so that a taxpayer with an 
exceptionally high income in some one year would 
gain substantially if he might average his income 
over a three-year period. This consideration would 
be of very great importance if capital gains were 
treated as income and capital losses were deductible. 
However, the administrative difficulties would prob- 
ably be greater in averaging personal incomes than 
in averaging corporate incomes. 

The question whether or not capital gains should 
be assessed and taxed as income, and capital losses 


* An alternative method of stabilization would lie in changing 
the rate of the tax from year to year, making it vary inversely 
with the estimate of the income subject to tax. 


allowed as a deduction, arises both in respect of 
personal and corporate incomes. It is a difficult 
question. It is hardly practicable to assess the 
whole of a taxpayer’s property annually to 
determine how much he has been enriched or 
impoverished within the year, and the usual sugges- 
tion is that only realized cash profits should be 
treated as income. The problem is a very com- 
plicated one in which questions of equity and 
efficiency are both involved. It is not inequitable 
that capital gains should be taxed, provided that 
an allowance is made for losses and that there is 
averaging of net income over a period of years. 
But it is not everyone who counts capital gains 
as if they were components in his annual income. 
The return to the taxing authority becomes more 
variable from year to year as gains and losses are 
included in computing taxable income. The 
technical administration of the tax becomes 
complicated, and a complication which is worth 
while when substantial sums are involved becomes 
wasteful when the gains and losses on capital 
account are small. The effect of various plans 
for taxing capital gains on the investment policy 
of taxpayers—on their reluctanee to sell securi- 
ties whose value has risen within the year, 
or their eagerness to sell those whose value has 
fallen—is difficult to appraise. With the means at 
the command of the Commission it is impossible 
to appraise. Devices designed to reduce this effect 
on investment policy involve complications in 
administration and give rise to various possible 
inequities. The whole question deserves careful 
study. The Commission’s offhand opinion is that 
capital gains are best taxed through the succession 
duties and that (except perhaps in, the case of 
taxpayers whose income is mainly derived from 
buying and selling) they cannot advantageously 
be classed as income. 


If it is desired to make the income tax some- 
what more productive this result might be achieved 
by replacing the exemption of that part of the 
income necessary for the taxpayer’s maintenance 
and that of his dependents, and such exemptions 
as might be accorded in respect of other reasonable 
expenditures, by a reduction of the tax payable by 
a fixed and equal amount which would be equal 
to the tax payable on the sum of these exemptions 
if each constituted the sole taxable income of the 
taxpayer. No great inequity would be involved, 
for the purpose of these exemptions is to make sure 
that the requirements of a decent subsistence are 
exempted from taxation. At present any one 
exemption operates with far greater benefit to the 


rich than to the poor and frequently relief is given 
where none is needed. The same considerations 
do not apply to exemptions for charitable donations 
whose purpose is to promote munificence or at least 
to protect charities against the indirect consequence 
of high rates of income tax on those who sustain 
them. 

The effect of such a change on the tax payable 
by a married man with two dependents, and a 
gross income of $10,000 annually, is illustrated in 
the following table:— 


DOMINION INCOME TAX PAYABLE 


(pre September 1939 war budget increase of 20%) 


I Il 


under present\if exemption for 


— system dependents fixed 
at the rate ruling 
in the lowest 
bracket. 

Taxable MCoOMe. .)5ci.6 se wake’ 10,000 
less exemptions............. — 2,800 
7,200 10,000 
Tax (and 5% sur-tax).... 462.00 787.50 
Less fixed exemptions— 
TAT oles se $30 
Wilei. 3)... 30 
2children 24.......... ba _ 84.00 
462.00 703 .50 


In the case of succession duties it is often argued 
that the tax should progress rather in proportion 
to the total wealth of the beneficiary than accord- 
ing to that of the decedent. It is obvious that 
there would be great administrative difficulty in 
assessing the estate of every recipient of a legacy 
as at the moment of its receipt. His taxable income 
of the preceding year would be readily ascertain- 
able but would not be a thoroughly satisfactory 
basis for assessment. However, something might 
be done to lower the rate of duty in the case of a 
decedent who makes provision for a large number 
of dependents or whose estate is divided on 
intestacy among a number of children. Usually a 
transmission to children is taxed at a lower rate 
than a transmission to more remote relatives or to 
strangers. It would be in keeping with this 
universal practice to extend some concession to 
large families. This point would be of particular 
importance if Plan I is adopted and a uniform 
succession duty made applicable to the whole of 
Canada. 
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Various aspects of the sales tax were brought 
under discussion in the public hearings. There is 
a strong case for the progressive elimination of 
this tax partly because it is a tax on costs, partly 
because (except in the case of very low incomes) 28 
it is regressive, partly because, if social insurance 
premiums are collected from very low income 
groups, those who pay the premiums can hardly 
be expected to pay the sales tax as well. The sales 
tax is open to the further objection that the tax 
is pyramided because, if it is collected from the 
manufacturer, each subsequent dealer in the com- 
modity taxed calculates his profit on the price 
which he pays—a price which includes the tax. 
The effect is that the tax, which collects for the 
government a given percentage (today 8 per cent) 
of the manufacturer’s price, takes from the ulti- 
mate taxpayer approximately the same percentage 
of the retail price. A number of points of detail 
were mentioned in the public hearings, objecting 
to the tax being levied on prices of materials which 
included freight charges, claiming relief in the case 
of payment of the tax on sale of goods to a pur- 
chaser who became bankrupt and never paid for 
them, and asking for frequent and final audits. 
These are not questions with which the Commis- 
sion feels competent to deal, but they are points on 
which experience should be continually used as a 
guide in making further improvements. 

In spite of its many defects the sales tax is one 


‘ which many governments may be driven to use. 


The Province of Saskatchewan and the City of 
Montreal already use it. The Provinces of Nova ° 
Scotia and British Columbia asked for an extension 
of provincial taxing powers which would validate 
a retail sales tax.29 The School Trustees of British 
Columbia advocated a provincial sales tax ear- 
marked for education.39 So did the Vancouver 
Real Estate Exchange.31 The Calgary Board of 
Trade made similar representations?2 as did the 
Home Builders’ Association of Toronto.33 But 
many briefs either expressed dislike of the existing 
sales tax84 on grounds which have already been 
indicated, or opposed its extension to the prov- 
inces.25 The Quebec Hospital tax on meals was 


28 Book I, Ch. VIII. 
29 Brief of NS., p. 33; Brief of B.C., p. 352; Ev. p. 4840. 
348, 


88 Ex. 288. 

84 Ex, 401, Brief of Communist Party; see also Ex. 91, Brief 
of Canadian Manufacturers’ Ass’n and Ev, p. 2449; Ex. 280, Brief 
of Canadian Importers and Traders Ass’n, ne. 

85 Hx, 206, Brief of Provincial Council of Women, B.C.; Ex. 
236, Brief of Edmonton Chamber of Commerce; Ev. p. 3126 
(Trades and Labor Congress). 
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denounced for similar reasons.26 The upshot of 
this discussion is that a sales tax does raise 
revenue and if levied at the source excites no great 
opposition from those who pay it. Its incidence, 
however, when it is traced out, does not make it 
a desirable component in a tax system. Its indirect 
costs are high. Its rating on considerations of 
equity and efficiency must, therefore, be low. In 
particular circumstances it may well appear to be 
the least of several evils. The Commission appre- 
ciates the full strength of the argument against the 
tax and hopes that its general recommendations 
are of such a character as to remove any demand 
for its imposition except by the Dominion. 


In connection with excise taxes a question of 
jurisdiction was raised. Provinces are obliged to 
frame their taxes on such things as fuel oil or 
gasoline so as to conform to the courts’ definition 
of direct taxes. It is claimed that in some cases 
the result is inefficiency and expense in collec- 
tion.37 Jt would be in keeping with the general 


86 Ex. 342, Brief of Montreal Board of Trade, Ev. p. 8149. 
87 Wx. 34, Brief of Sask., p. 123; see also Ev. pp. 4163-4 re 
Nova Scotia. 


tenor of Plan I that, if the provinces withdraw 
from certain fields of taxation, they should have 
full power conferred on them to levy taxes on 
certain named commodities which would include 
fuel oil and gasoline. The general power of dele- 
gation recommended in an earlier chapter would 
make it possible to extend the list. It would also 
be in keeping with Plan I that the Dominion 
should limit its excise duties on liquor so as to 
respect the profits of provincial liquor stores which 
form no inconsiderable part of the revenues on 
which the provinces would have to rely. 

Some of the many and varied problems which 
arise out of the taxation of real estate have been 
discussed in another chapter.28 No taxes have 
been more bitterly denounced and it is the hope 
of the Commission that an indirect effect of the 
adoption of Plan I would be to reduce the burdens 
which these taxes have to carry, to facilitate some 
readjustments as between municipalities, and con- 
sequently to make it possible to carry out some 
of the reforms which are suggested in the chapter 
on municipalities. 


88 Pp. 144ff. 
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SECTION C 
ADMINISTRATIVE ECONOMIES 


The Commission believes that its recommenda- 
tions on public finance and the reallocation of 
social services will, if implemented, make possible 
not only economies in government by a reduction 
of overhead costs but will facilitate as well the 
adoption of constructive policies which should tend 
to enlarge the national income and in this way to 
lessen the proportion of the taxpayers’ income 
exacted by governments. The Commission regarded 
its inquiries into public finance and the allocation 
of jurisdiction as of major importance and dis- 
tributed its time and energies accordingly. But 
the terms of reference refer specifically to increases 
in expenditure due to “overlapping and duplication 
of services as between the Dominion and provincial 
governments in certain fields of activity”. The 
Commission, therefore, made special inquiries inte 
this phase of Dominion-provincial relations. This 
section summarizes the results of this examination. 

From various submissions made to the Commis- 
sion and from discussion in the press, it appears 
evident that there was considerable misapprehen- 
sion as to the main purposes of the Commission’s 
inquiry. It seems to have been assumed in some 
quarters that this Commission—like the May 
Committee on National Expenditure in Great 
Britain—was charged with examining the public 
services and public policy in general with a view 
to recommending detailed reductions in govern- 
mental expenditure. But the terms of reference 
give no such express instructions. In any case it 
would obviously have been inappropriate for one 
government in a federal system to appoint a com- 
mission to examine into and pass judgment upon 
the administrative services and public policies of 
other autonomous governments. The Commission 
believes that its functions were more fundamental. 
It thinks that its researches and main recommenda- 
tions have laid the ground-work for every govern- 
ment in Canada to institute inquiries into its own 
policies and its own services if it so desires. In 
particular the Commission wishes to draw atten- 
tion to its statements of the public finances of the 
Dominion and of each of the provinces which, by 
reducing the finances of all governments to a 
common accounting basis, have provided for every 
government a yardstick by which it can measure 
the cost of its services in comparison with those 
of other governments. 
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But the taxpayer should be warned that sweeping 
reduction in governmental expenditures in Canada 
could not be made without a severe shock to the 
national economy, and, for the time being at least, 
a severe setback in the national income to which 
many governmental expenditures undoubtedly con- 
tribute. The bare deadweight cost of government 
at its various levels forms a surprisingly small 
proportion of the total governmental expenditure, 
and even if substantial economies could be effected 
in it they would correspond to but a small fraction 
of the annual taxation imposed on the people of 
Canada. The cost of debt service, for example, 
can only be reduced if maturities occur when 
governmental credit is good or if some arrangement 
can be made for anticipating maturities when 
interest rates are favourable, unless, of course, a 
policy of repudiation of contractual obligations is 
adopted. The cost of social services and of educa- 
tion is almost equally rigid except that in certain 
contingencies governments in Canada have found 
it expedient to make certain reductions in the 
salaries of civil servants and teachers. But the 
limits within which such a course can ever be 
desirable, before the “sacrifices all round’ involved 
in general taxation are called for, are very narrow.1 
Substantial reductions in developmental services 
could only be effected at the expense of the national 
income which Canada can ill-afford to reduce. Such © 
services may be ill-judged or wasteful, and plans 
made when prospects were bright may have to be 
revised. But there are many types of maintenance 
and developmental services which it is short- 
sighted economy to discontinue, just as there are 
conservation services which it has been short- 
sighted not to institute. From time to time great 
expenditures also become inevitable because of 
national emergencies such as war, and in such 
circumstances economy is likely to seem of minor 
importance. 


1 With reference to reduction in civil service salaries the 
May Committee Report (cmd 3920, p. 25) quoted with approval 
the remarks of the Anderson Commission on the Civil Service 
in Great Britain (Report of July 25, 1923):— 

“. . . employees of the Crown would have a real ground for 
complaint if their pay were related to wages in industry only 
in the time of low wages. If they do not get pay relative to 
the boom they must be spared the severity of the slump. 

The State as a model employer offers security, a pension, a 

dignified service, and a moderate wage in exchange for the 
excitement and possibilities of private employment.” 
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On the whole it is to expansion of the national 
income, li.e., of taxpayers’ income, rather than to 
substantial reduction in expenditure that tax- 
payers must look primarily for relief, for as their 
income increases taxation at its present level will 
become a smaller and smaller proportion of that 
income. In a large measure the expansion of the 
national income is dependent on external condi- 
tions over which Canada has no control. But the 
economic weapons in the hands of government, and 
particularly of the Federal Government, may be of 
importance for increasing the national income. 
The Commission, however, refrains from making 


specific recommendations on the proper policies 
for achieving this end. It was not empowered to 
advise on public policy as such; its function is 
rather that of advising how the burdens and 
functions of government and the sources of govern- 
mental revenue may be most efficiently distributed 
with due regard to the “proper carrying out of the 
federal system”. It is the Commission’s hope, 
however, that its recommendations in these respects 
will not only conduce to more economical and 
efficient administration, but will also facilitate the 
adoption of public policies for the expansion of the 
national income. 


CHAPTER I 


UNION OF CERTAIN PROVINCES 


Throughout Canada the view seems to be widely 
held that the cost of government might be 
materially reduced by a reduction in the number 
of provincial governments.t It is frequently 
suggested that economies would result both from 
the cash saving in the dead weight cost of govern- 
ment, and from a reduction in the wasteful 
expenditures of government through a reduction in 
the number of spending units. In addition it may 
also be suggested that the union of certain of the 
present provinces might, by pooling economic risks, 
improve their general credit and thus enable them 
to borrow money at lower interest rates. But union 
of provinces is not a simple matter. In addition 
to its financial consequences there are _ broad 
political implications. These include both an 
increase in political stature, which may be obtained 
at the expense of some loss in intensity of local 
political life, and a change in the outlook of the 
citizen who is asked to forgo some traditional local 
loyalties or at least to merge them in a loyalty to 
the larger political entity. But on the political 
desirability of the question we express no opinion; 
our concern is merely with the possibilities of 
economy. In particular two consolidations were 
suggested to us: the union of the Prairie Provinces 
and the union of the Maritime Provinces. 


(a) Union of Prairie Provinces 

The savings which might be effected by union 
of the Prairie Provinces may be inferred from a 
cursory examination of the public accounts of the 
three provinces for a single year. In 1936 the gross 
current expenditures of the Prairie Provinces 
amounted to $56,171,000. In that year expendi- 
tures on education amounted to $6,962,000; on 
relief $13,486,000; on other types of public welfare 
$9,549,000; on highways $2,646,000, and on net 
debt charges $13,450,000. Together these items 
accounted for about 82 per cent of the total 
combined expenditures of the three provinces. It 
is unlikely that any of these major expenditures 
would be substantially affected by union. Educa- 
tion and other services would continue to cost 

1The proposal to reduce the number of provincial governments 
is distinct from the proposal advanced on one or two occasions 
to the Commission, and frequently heard in public discussion, that 
all provinces should be abolished. Apart from the merits or 
demerits of this latter proposal it is clearly beyond our terms of 
reference, as our instructions in the Order in Council appointing 
the Commission clearly require “the retention of the distribution 


of legislative powers essential to a proper carrying out of the 
federal system”. 
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approximately the same for the whole area whether 
there were one government or three; debt charges 
would still have to be carried, presumably by the 
new unit, but in effect by the same people. It is 
often assumed that savings could be made from a 
reduction in the overhead costs of government, 
especially from a reduction in the numbers of 
lieutenant-governors, executive councils, legislative 
assemblies, and departmental offices. The costs of 
these items in the year 1936 were as follows:— 

EXPENDITURES OF THE PRAIRIE PROVINCES ON 


LEGISLATION AND GENERAL GOVERNMENT 
IN 1936* 


(Thousands of dollars) 


-_—— Alta. | Sask. | Man. | Total 
Legislation: 
ieut. Governor’s office....... 3 6 5 14 
Government House Mainten- 

NCO Smet TENN a EG 17 14 8 39 
Legislative Assembly......... 153 131 116 _ 400 
Legislative Library........... 4 10 9 23 
Other Legislation............. 3 SMT 11 

180 169 138 487 

General Government: 
Ministers of the Crown....... 8 78 51 213 
General Departmental Offices. .| 1,285 | 1,126 738 | 3,149 
1,369 | 1,204] 789] 3,362 
otal: ats eh reac 1,549 | 1,373 | 927] 3,849 


In addition elections, voters’ lists, etc., involved a cost of 
$140, (000, land titles or registry offices cost $401,000, and civil service 
s)perannuation funds cost $483,000, but these items would not likely 
undergo a substantial reduction by the union. Figures compiled 
from the Commission’s Public Accounts Inquiry. 


It seems probable that a single legislature would 
be larger than any one of the three existing 
legislatures and hence the item of $400,000 for 
legislative assemblies could not well be reduced by 
more than one-third, or $133,000; the item of 
$213,000 for Ministers of the Crown could not, for 
the same reason, be reduced by more than $100,000. 
The possible savings in the item of $3,149,000 for 
general departmental offices are not capable of 
measurement, but it seems possible that, over a 
period, certain head office costs might be reduced by 
the amalgamation of government departments. The 
field staffs of many branches of government, such as 
highway departments, school inspection staff, etc., 
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which provide detailed services to the people would, 
however, probably cost as much as at present, and 
might even cost more, by reason of higher travelling 
and supervision expenses in the larger unit. It is 
doubtful if any substantial amount could be saved 
in this item by a union of the provinces that could 
not be saved by efficient reorganization in each of 
the three provinces. But even if the substitution of 
one province for three resulted in a saving of a full 
two-thirds of the present total cost of the items 
listed (which is much more than would be 
possible), the saving would amount to slightly more 
than $2,500,000, an amount which represents less 
than 5 per cent of the present current expenditures 
for the three provinces. 

The remaining large item of expenditure which 
might be affected by amalgamation of provinces is 
the item of debt charges. It is conceivable that 
the greater economic stability of a larger and more 
diversified area might improve the credit of the 
region. As maturities occur it is possible that a 
single province might be able to refund at lower 
rates of interest than any one of the three prov- 
inces separately. We discuss elsewhere? the whole 
question of public debt, but we should note here 
that amalgamation is not the only, and is perhaps 
not the best, way to secure relief from high debt 
charges. 

As an argument in favour of amalgamation of 
the provinces it is sometimes suggested in public 
discussion that a single legislature might be more 
frugal, since there would be fewer members seeking 
favours for their constituents. We are not in a 
position to judge of the merits of this contention. 
In any case it is for the people of the provinces 
concerned to consider whether or not their present 
expenditures on these matters could be reduced and 
if so, whether or not amalgamation is the best 
method of reducing them. 

Whatever the financial advantages of union 
might be, we have already pointed out that any 
practical discussion of the subject must take 
account of political factors lying outside the scope 
of this investigation. The Commission addressed 
inquiries to the Premiers of Manitoba and 
Saskatchewan as to their opinion of the merits of 
union.2 Both were ready and willing to examine 
the question, and the Premier of Manitoba went 
so far as to suggest? that this Commission should 
study (with the three provinces concerned) the 
proposal for consolidation. As the Province of 
Alberta declined® to appear before us we could not 

2See pp. 122ff. 

8 Ev. pp. 1135-52 and pp. 2271-74. 


«Fv. p. 1152. 
5 Ev. p. 6625. 


act on this suggestion and we, therefore, leave the 
broader aspects of amalgamation to be examined 
by the provinces concerned. 


Assuming no general changes (such as we have 
recommended elsewhere) in Dominion-provincial 
financial relations, there would be a strong case for 
union of the Prairie Provinces on the ground that 
it would improve the general credit standing of the 
region. By union the economic risks of the three 
provinces would be pooled, and the resulting in- 
crease in financial stability for the region would 
tend to diminish the need of Dominion assistance 
in times of crop failure. We believe, however, that 
our general financial proposals (Plan I) will meet 
the financial difficulties of the Prairie Provinces 
(including their credit position) much more equit- 
ably and efficiently than union alone would do. 
Plan I does not, of course, preclude union which 
might well be an additional support for the public 
credit of the region. 


It has also been suggested that a single Prairie 
Province, which would be able to speak in Dominion 
affairs with one voice on behalf of the whole prairie 
region, would exercise greater influence in favour 
of advantageous Dominion policies, and against 
policies believed to be unfavourable to the interests 
of the region. These, as we have said, are matters 
for the consideration of the three Prairie Provinces. 


We should point out, however, that, if the 
proposal of union is ever to be considered, it should 
be examined without delay as provincial loyalties 
are developing and will strengthen with the years.7 


7 Analogous to the savings from a union of the three prov- 
inces are the possible savings from a consolidation of the three 
Prairie universities (and conceivably of the University of British 
Columbia), which are largely supported by provincial grants. 
This matter was investigated at the public hearings in the three 
Prairie Provinces, when the presidents of the three universities 
appeared before the Commission. The matter had already been 
under consideration by the four western universities and was the 
subject of a conference in 1932. It appears that such steps in 
the direction of economy as are practicable have already been 
taken. An understanding has been reached that each university 
will place emphasis on different branches of instruction: the 
University of Saskatchewan on agricultural training, the University 
of Manitoba on electrical engineering, the University of Alberta 
on mining engineering are examples. (Ev. p. 1933.) Many of 
the professional schools, such as Law, Pharmacy, Household 
Science, etc., which are found in more than one university nearly 
pay for themselves in fees, and it is an undoubted convenience 
to the people of each province to have such schools near at hand. 
The largest apparent multiplication of costs is in the engineering 
schools but to consolidate such schools would, it appears, result in 
very small savings. Apart from the new capital expenditures 
necessary for buildings and equipment any consolidation would 
require an almost exact repetition of existing salary costs as, in 
each university, many classes have reached an optimum size and 
could not with efficiency be increased. (Ex. 82.) (Ev. pp. 1932-33; 
1936-38; p. 1055.) It would thus appear that savings from an 
amalgamation of the three Prairie universities would be small, 
and the intangible losses would obviously be considerable. Under- 
standings between the four western universities for co-operative 
specialization in teaching activities should be continued and 
expanded in scope, and might indeed be extended to other Canadian 
universities. 


(6) Union of the Maritime Provinces 


Some of the considerations applicable to the 
union of the Prairie Provinces apply also to the 
proposal for union of the Maritime Provinces. The 
major items of expenditure such as education, public 
welfare, highways and debt charges would remain 
substantially unaltered, but savings might be 
effected in overhead costs for such items as 
executive government and legislation and, after a 
time, in certain head office costs resulting from 
amalgamation of government departments. 

In 1936 the total current expenditures of the 
Maritime Provinces amounted to $16,815,000 of 
which $5,300,000 went for debt charges. 

The following table gives the amounts spent in 
the year 1936 on the items likely to be affected by 
a union of the three Maritime Provinces:— 
EXPENDITURES OF THE MARITIME PROVINCES ON 


LEGISLATION AND GENERAL GOVERNMENT, 
1936 


(Thousands of dollars) 


Legislation: 
Lieut. Governor’s office.......].......J.---5-- 2 2 
Government House Mainten- 

ANCOR eae PTR. Ae Sul aeeiaee 3 
Legislative Assembly......... 15 49 74 138 
Legislative Library........... 3 3 1 7 
Otherilegislation sy. \ihisiu Walls sian aol 03 aa aca 6 


General Government: 
Ministers of the Crown....... 13 37 44 94 
General Departmental Offices.. 90 262 O72 624 
Other general government.. ..|....... 199 18 217 


103 498 334 935 


Even if the substitution of one province for 
three resulted in a saving of a full two-thirds of 
the present total cost of the items listed (which 
is much more than would be possible) the saving 
would amount to about $721,000, or about 4°3 per 
cent of present current expenditures for the three 
provinces. 

The prospective savings of a Maritime union 
become smaller when several local factors are 
considered. In all three provinces the salaries of 
ministers and officials and sessional indemnities for 
members of the legislature are low, and a larger 
governmental unit would probably involve higher 
sessional indemnities, higher salaries for Ministers 
of the Crown and officials, as well as higher travelling 
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expenses. Costs of social services and education in 
this region are also low at the present time and 
may be expected to rise, whether or not the prov- 
inces unite. The credit rating of the Maritime 
Provinces has been such that little, if any, saving 
in interest charges on public debt could be expected. 
No express suggestion was made to us that union 
of the Maritime Provinces would strengthen 
politically the Maritime region in relation to other 
regions in Canada, and this possibility is a political 
matter on which it would be out of place for us to 
offer conjecture. It may be observed, however, 
that provincial loyalties are more deeply rooted in 
the Maritime Provinces than in the Prairie Prov- 
inces because of their longer history as separate 
provinces. It is significant that each of the Premiers 
of the Maritime Provinces, when requested by the 
Chairman for his opinion on union, was adverse to 
the proposal and expressed the view that there was 
no large measure of support for Maritime union 
among the people of the three provinces.§ 


We have thus far discussed the two proposals 
for provincial union from the point of view of 
economy in provincial government costs. They 
should also be considered from the standpoint of 
savings to the public and to the Dominion Govern- 
ment. From the standpoint of the citizen in his 
relation to government there are many factors to 
consider—the costs of tax compliance, the costs of 
statistical returns, the costs of political activity. 
Some individuals and some corporations have to 
deal with more than one provincial government. 
Their costs would obviously be decreased had they 
to deal with one government instead of three. On 
the other hand the cost of attending a more distant 
provincial capital to conduct their business with 
the government would be greater. 

By union of three provinces into one larger unit, 
there would undoubtedly be some savings in 
Dominion governmental costs. How far the present 
offices and officials maintained by the Dominion 
in three provincial capitals could be replaced by 
one set of offices and officials in the new provincial 
capital, it is impossible to say. There would be a 
saving in salaries of Lieutenant-Governors, and 
certain of the chief Dominion officials in the prov- 
inces might be able to assume jurisdiction over 
the larger area, but it seems probable that most 
of these officials would, for the sake of efficiency 
and public convenience, require to be retained in 
the larger new unit. 


et pp. 4222-26 (N.S.); pp. 4545-48 (P.E.1.); pp. 9056-57 
(N.B. 
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(c) Appeal Courts, Maritume and Prairie Provinces 


There is one proposal, analogous to provincial 
union but falling short of it, which we feel should 
be given serious consideration in view of substantial 
savings that might result for both the Dominion 
and the provinces concerned. At the public 
hearings of the Commission in Charlottetown the 
question of the feasibility of a Maritime Court of 


Appeal was raised, and subsequently the Commis- 
sion arranged to obtain information concerning the 
number of criminal and civil appeals heard in the 
appellate courts of the three Maritime Provinces 
and the three Prairie Provinces. For purposes of 
comparison, statistics of appeals in the Ontario 
Court of Appeal were also obtained. The following 
table gives the results of these inquiries :— 


AppEAL Cases 1929 To 19388 


Maritime Prairie 
Year P.E.I. N.S. N.B. Man. Sask. Alta. Total Total Ont. 

1929 Bi, ACM Sn MADN cyepobetiate ayia 11 44 32 204 127 173 87 504 522 
TOS 0 Ne ape meetin sah Cae 8 89 29 207 138 195 126 540 615 
PASS y Sik Bose UME ATOR ALD Da Ane Raed 10 62 26 246 149 220 98 615 741 
LOS AWE VRS aii Alii aN ee Ud ike iS 96 29 185 110 160 138 455 740 
TOSSA etal Rene aeiie soda: Lt 17 65 31 205 96 166 113 467 653 
1 COE FPN Sh Be LPs cot A toa me Syl 46 36 258 93 201 113 52 590 
POSH ere hn Meet wee Rea a anny ta, 25 57 27 216 82 192 109 490 589 
OS Bue ar VG AN EL oa eel d cBiaeas LEA aN 22 52 25 220 74 163 99 464 615 
LOS eM UMP PANU Acree RU as cA 20 42 ii PA De 90 159 89 461 496 
VOSS AM TUNE ste RAGES He bnate: 1A) 35 47 17 204 66 159 99 429 §23 

Average........... 19 60 28 216 103 179 107 498 608 


In Ontario and in the three Prairie Provinces 
special divisions of the Supreme Court of the 
Province sit to hear appeals. In the Maritime 
Provinces a rigid division between trial judges and 
appellate judges is not made. The following table 
gives the number of judges of the Supreme Court, 
and the respective population, in each province 
under consideration :— 


SuPpREME CouRT JUDGES IN PROPORTION TO POPULATION 


Trial | Appeal Popula- 
Judges | Judges Total tion 
Prince Edward sland: a2 ecm ywtels| ce octets 3 93 ,000 
IN OVAISCOLIS  Gepetca ete ee telc sal elarersqere rere liss aioe gis 7 542 ,000 
INGW OPUDE WICK onthe cite Gel cis enti oraie li ieletey aie, 6 7 440 ,000 
Maritime Total vrs cue) ivanell stata, steteye.6 17 | 1,075,000 
Manitoba: Se cutee ssc 6 5 1d Wa 717,000 
Saskatchewan............ 7 4 il 939 ,000 
Alberta hips: ce citerad sete: 6 5 11 778,000 
PrainiesDotale. ce. er 19 14 33 | 2,434,000 
Ontario. sade eee, 13 8 21 | 3,711,000 


These figures disclose that, while Ontario has 
one Supreme Court judge for every 177,000 of 


population, the Prairie Provinces have one for every 
74,000 and the Maritime Provinces one for every 
63,000. It may well be that for the expeditious 
hearing of cases the number of judges engaged in 
trial work cannot be substantially reduced, but we 
fail to see how the same argument can apply to 
the hearing of appeals. The statistics given in the 
first of the two preceding tables cover a ten-year 
period and should be representative. While it is 
undoubtedly true that the time required for hearing 
and consideration differs greatly between one appeal 
and another, there is no reason for supposing that 
fifty appeals in the Prairie Provinces could, or 
should, require longer to hear or decide than fifty 
appeals in Ontario. If over a ten-year period the 
Ontario Court of Appeal of eight judges has been 
able to dispose of an average of 608 appeals each 
year it is difficult to understand why fourteen 
appellate judges in the Prairie Provinces are 
necessary to deal with a yearly average of 498 
appeals. In the Maritime Provinces such an exact 
comparison is not possible, as judges hearing 
appeals are also engaged in trial work, but it seems 
likely that the work of hearing appeals in the courts 
of these three provinces could be done by fewer 


judges than the total number now so engaged. It 
seems to us not unreasonable that the number of 
appellate judges in the Prairie Provinces might be 
reduced by six, and the number of judges in the 
Maritimes by at least four. 

There are certain differences in the statute law 
of the six provinces under consideration, but in all 
the basic common law is the same, and the trend 
in recent years toward uniformity of statute law 
suggests that such differences as exist would be no 
insuperable bar to the creation of a regional court 
of appeal in each of the two areas. It is possible 
also that over the larger areas appellate judges 
would be able to enjoy greater variety of experience 
than they can now have. 


We suggest, therefore, that the appropriate 
authorities should consider the feasibility of estab- 
lishing a Maritime Court of Appeal and a Prairie 
Court of Appeal. We believe that if sittings were 
held in succession in each of the provincial capitals 
no substantial delay or inconvenience to the public 
would arise. A saving of the order of $100,000 
annually could be achieved in this way, and in our 
opinion there would be a gain, rather than a loss, 
in efficiency. 


(d) The Quinquennial Census 


One minor economy, which relates to the special 
position of the Prairie Provinces, may be con- 
veniently discussed here. The quinquennial census 
taken in the three Prairie Provinces was instituted * 
in order that the subsidies based on population might 


*In Manitoba in 1884, Statutes of Canada, 48 Vict., c. 50, 
in the other provinces by the Alberta Act and the Saskatchewan 
Act (1905), 4-5 Ed. VII, ce. 3 and 42. 
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be kept in close relationship to the actual population 
of these provinces which was expected to increase 
rapidly. A readjustment of their subsidies is made at 
intervals of two-and-a-half years and is based either 
on the census figures or on intercensal estimates. 
The need for this frequent readjustment has 
disappeared, as the rate of growth of their popula- 
tion does not now exceed that of the other prov- 
inces. We shall note elsewhere the tendency to 
continue enterprises after the need for them has 
ceased, and there is a prima facie case for believing 
that the quinquennial census is an instance of this 
tendency. In the five year period 1931-36 the 
Prairie Provinces failed to hold their natural 
increase.** The cost of the 1936 Prairie census 
was $983,000 and as it, therefore, appears that an 
economy of the order of $100,000 a year might be 
made, we recommend that the special Prairie census 
be discontinued. But although this quinquennial 
census was established for reasons which are no 
longer valid it may have come to serve important 
subsidiary purposes which may well have their 
counterpart in other provinces. There is a growing 
tendency in other countries to take a census more 
frequently in order that governments may be 
supplied with accurate indices of the changing 
aspects of society. We have made no investigation 
as to the desirability of more frequent censuses for 
Canada as a whole and can, therefore, express no 
opinion as to their desirability. The point we 
make here is that there is now no valid reason for 
treating the Prairie Provinces differently from the 
rest of Canada in the matter of the census, 


** See W. J. Waines, Prairie Population Possibilities (mimer 
graphed), Ch. III. 
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AVOIDANCE OF OVERLAPPING AND DUPLICATION 


The preamble to the Order in Council appointing 

the Commission contains the following recital: — 

“3. That governmental expenditures are increased 

by overlapping and duplication of services as between 

the Dominion and provincial governments in certain 
fields of activity... .” 


Moreover, the Commissioners are specifically 
instructed (3 (c) of the Order in Council), 

“to examine public expenditures . . . in general, in 

order to determine whether the present division of 

the burden of government is equitable, and conducive 

to efficient administration. .. .” 


It should be noted that the Commission’s atten- 
tion is drawn to “overlapping and duplication of 
services,’ not to the nominal duplication of depart- 
ments of government. The mere existence of ten 
departments of agriculture or of public health does 
not in itself imply duplication of services. A 
function may be divided between a Dominion and 
provincial department in such a way as to avoid 
overlapping. But fields of activity which are 
regulated and served by both Dominion and 
provincial departments deserve special examination 
in such an inquiry as this, because the situation 
lends itself readily to overlapping unless care is 
taken to avoid it. 


The Commission’s instructions did not call for a 
searching examination of the efficiency with which 
every unit of government performs the functions 
assigned to it, and indeed the elaborate and detailed 
investigation necessary could not appropriately 
have been made in conjunction with a general 
examination of Dominion-provincial relations. This 
survey is primarily concerned with the question 
whether there is extensive physical duplication 
between Dominion and provincial departments of 
government. But overlapping is only one of several 
unsatisfactory conditions which may exist when 
two governments share a field of activity. There 
may be failure to occupy the whole field, which 
may be termed “ underlapping” or neglect; or the 
field may be divided illogically and inefficiently, 
leading to waste and friction. Our general inquiry 
on overlapping and duplication also threw some 
light on administrative tendencies which increase 
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government costs within individual governments, 
and some suggestions are made toward reducing 
them. 

A high degree of administrative co-ordination is 
more difficult to attain in a federation than in a 
unitary state. The relative effectiveness of single 
authority as contrasted with divided or dual control 
is obvious in any sphere of administration. Within 
a federal state the advantages of single authority 
are possible in fields exclusively assigned to one or 
the other government. But dual control is inevit- 
able in those areas of concurrent, divided and 
contentious jurisdiction which are characteristic of 
federal states, and which tend to increase with 
the growing complexity and interdependence of 
society. Efficiency and harmony in government 
administration in such fields depend upon a 
measure of good-will, give-and-take, sincere and 
positive co-operation of the governments concerned, 
on both political and administrative levels. These 
are conditions difficult to achieve and still harder 
to preserve.9 

The administrative problems inherent in all 
federations are increased if the member states or 
provinces differ widely in size, wealth, and political 
and social outlook, because it becomes impossible 
to fit national activities precisely to the needs of 
each of the provinces. In Canada there are several 
jointly occupied fields in which the Dominion 
provides supplementary services through bureaux 
for consultation, direction and research. The 
problem is one of complementing or supplementing 
each of the highly varied provincial services. In 
supplying these services some provinces are earlier 
in the field, adopt more aggressive policies, spend 
far larger sums. Any attempt to match national 
policy to all of these at once encounters a dilemma. 
To complement the activities of all provinces on 
the scale needed by the smaller and less aggressive 
provinces results in duplication of services for the 
larger provinces. To match activities with the 
more aggressive provinces means that the needs of 
the smaller and fiscally weaker provinces will be 
neglected. Such a dilemma may be avoided in the 


9See Appendix 7—J. A Corry, Difficulties of Divided Juris- 
diction. 


field work of the Dominion Government by stressing 
these national services in those provinces where 
they are most needed and minimizing them else- 
where. Such adjustment is more difficult if the 
national service consists of a branch or bureau 
operating at each provincial capital. Even regional 
adjustment may lead to charges of discrimination, 
and in practice the Dominion Government usually 
steers a middle course which results in some 
measure of duplication with the services of the 
stronger provinces and some inadequacy of service 
for the weaker ones. In a federation of provinces of 
unequal size and resources it is difficult to see how 
this basic dilemma can be avoided. 


These factors point to the inevitability of some 
waste and maladjustment in such a federation as 
the Dominion of Canada, even if a high degree of 
co-operation and unanimity can be maintained 
between the several governments. The aim of 
administrations must, therefore, be to confine waste 
as much as possible to what is inherent and 
unavoidable. 


In order to determine the extent of overlapping 
between governments the Commission attempted to 


examine in its public hearings the principal officials — 


of relevant departments of Dominion and provincial 
governments. All but two Governments (Alberta 
and Quebec) co-operated in supplying the names of 
appropriate officials and permitting them to 
appear before the Commission. Although under 
the Inquiries Act the Commission could have 
subpoenaed officials of any government, it was not 
deemed expedient to ask civil servants for informa- 
tion if the government concerned objected. In 
addition to the public hearings two of the Commis- 
sion’s staff made a special survey of Dominion and 
provincial services. We now proceed to summarize 
by services the results of our inquiries. 


AGRICULTURE 


Measured by total expenditures, agriculture is 
the largest field of concurrent service,!®° and the 
existence of nine provincial departments of agri- 
culture as well as a Dominion department appears 
to give rise to a popular conviction that duplication 
in this field is very extensive. Comprised within 
the term “ agriculture” is an intricate network of 
diverse services and regulations included under the 
four general headings: production, marketing, 
research and promotion. These break down further 


10Dominion estimates for 1938-39 for agricultural services 
were $9,937,000, the total provincial estimates for the latest avail- 
able fiscal year were $6,742,000, giving a total of $16,679,000. 
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into much smaller divisions. Research involves 
local matters such as soil analysis and matters 
common to all provinces, or even international in 
interest, such as plant hormones or certain animal 
and plant diseases. Marketing includes the pro- 
cedure by which a market-gardener exchanges his 
produce in the local village, as well as the highly 
organized international grain trade. In this com- 
plex field there are activities so obviously local 
that no one questions the desirability of their 
provision or regulation being provincial; others are 
as obviously national, for it is the Dominion 
Government alone which can efficiently provide or 
regulate them. In between are activities not so easy 
to allocate since they have both local and national 
aspects. The relative importance of provincial and 
Dominion interests in these activities alters as the 
Canadian economy becomes more integrated and 
provincial economies more interdependent, and as 
the technology of farming changes. The constitu- 
tional provision for agriculture in 1867, which made 
it a subject of concurrent jurisdiction with the 
provision that provincial enactments were effective 
only “as long and as far ” as they were “not 
repugnant to any Act of the Parliament of Canada ”’, 
appears to have permitted the vast growth of 
government activity in this field to take place 
without serious friction between jurisdictions. 
Although the division of activities which has been 
reached today is essentially the result of a long 
process of trial and error rather than design, it is 
not markedly different from what would be dictated 
purely by considerations of logic and efficiency. 
Dealing first with the extent of duplication, the 
Commission did not find, either in its public or 
private investigations, any basis for the popular 
belief that the activities of Dominion and provincial 
governments overlap extensively, or that by com- 
plete elimination of what overlapping exists there 
would be any substantial reduction in the present 
cost of agricultural services in Canada.11 A few 
minor cases came to light, but the potential 
economies, disregarding for the moment other 
values that may be involved, would be a mere drop 
in the bucket when measured against the annual 
Canadian tax bill or even against the annual sums 
spent upon agriculture. The amount of duplication 
in agricultural services is less now than it was some 
years ago, improvement having resulted from two 


11 Bx. 167, Memo. Dominion Dept. of Agriculture, pp. 8-11; 
Ex, 212, Memo. B.C. Dept. of Agriculture; Brief of Man., Pt. 
VIII, p. 15; Ex. 12, Memo. Man. Dept. of Agriculture; Brief of 
N.B., p. 69; Ev. (NS.), p. 4149; Ev. (Ont.), PP. 7853, 7865-66, 
iSTA: Fy. (P.E.I.), p. 4604; Ex. 71, Memo. Sask. Dept. of Agri- 
culture. 
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quite different factors: (a) a concentrated attack 
on the problem as the result of public criticism; 
and (b) the retrenchment in all government 
expenditures consequent upon the _ depression 
(especially by certain provincial governments). 

Present relationships betwen the provincial 
departments and the Dominion reflect to a con- 
siderable measure the fiscal strengths and fortunes 
of the several governments. During the depression 
agricultural services were sharply curtailed by 
almost all governments, and restoration has pro- 
ceeded unevenly with the arrival of better times. 
In those provinces which have not found it 
practicable to restore expenditures to earlier levels, 
the Dominion Government is now providing a much 
larger share of the combined services than it was 
before the depression. This relative expansion by 
the Dominion is accepted as unavoidable, especially 
by the smaller provinces, or at least as preferable 
to complete neglect of services formerly provided 
by the provinces but now beyond their means. 
Certain provincial leaders, however, hold that it 
would be more satisfactory if the Dominion, rather 
than expanding its own services to meet the 
deficiencies of the provinces, would provide grants- 
in-aid so that the provinces could directly under- 
take services which, though it is not now financially 
feasible to undertake them, are of a character 
likely to respond more profitably to provincial than 
to Dominion direction. The danger of additional 
duplication in the future, as the provinces restore 
their services to pre-depression levels because of 
either a return of better times or a reallocation of 
revenues and obligations as recommended in another 
part of this Report, should be noted. When all the 
provinces once more find it possible to meet all 
those agricultural services which are logically of a 
local nature, it will be necessary to reconsider care- 
fully the division of services between them and the 
Dominion, and the latter government may find it 
conducive to efficiency and harmony to retire from 
certain fields. 

A division of agricultural activity between the 
Dominion Government and the provinces suggested 
both by logic and experience would allot to the 
Dominion the following fields:— 

(1) Marketing, grading and inspection, except 
for local distribution of commodities locally 
produced; 

(2) Plant and animal protection from pests 
and diseases especially those introduced from 
abroad; 

(3) Research of a general nature; 

(4) Certain national and international aspects 
of production and of agricultural economics. 


The provinces would then undertake :— 

(1) Extension and promotion; 

(2) Organization of farmers’ activities, includ- 
ing co-operative marketing; 

(3) Production, except as under (4) above; 

(4) Local aspects of research, such as soil 
surveys; 

(5) Local interpretations and use of Dominion 
marketing and commercial intelligence services; 

(6) Local marketing of commodities locally 
produced. 

This is not dissimilar to the division now in 
effect. There are some activities (e.g. production) 
which combine national and local aspects in a 
manner difficult to divide with complete satisfac- 
tion. Marketing and grading have been dealt with 
in another place.12 

The finding that gross physical overlapping does 
not exist must not be taken as assurance that waste 
of public funds does not occur in the fields of 
agricultural service and regulation. Overlapping 
between Dominion and provincial departments is 
by no means the only potential cause of such 
losses. It is possible that there is avoidable over- 
lapping between a department of agriculture and 
other departments within the same government. 
Duplication can also occur within a department. 
In this connection we think that great care should 
be taken by the Dominion Department of Agri- 
culture which has undertaken so many varied 
activities and has grown to such an enormous size 
that overlapping and waste may easily occur 
within the Department unless there is constant 
effort to prevent it. 

The Commission’s opinion is that substantial 
waste and loss in agricultural services arise from 
quite another condition, namely, the tendency for 
government policies to get into ruts. What is here 
said applies to government operations generally. It 
is always easier to continue traditional services 
than to make innovations. In private, competitive 
business, the penalty for decadence is swift and 
sure. In the more sheltered world of government 
monopoly, stereotyped and unprogressive policies 
may escape detection and elimination much longer. 
The dynamic and swiftly-changing character of 
agricultural problems today demands highly flexible 
and resourceful methods of attack. The Commis- 
sion recommends for the earnest consideration 
of all governments the frequent examination and 
reappraisal of all services, schemes and enterprises, 

12The difficulties of enacting marketing legislation are dis- 
cussed at pp. 54ff of this Report. While in a sense the attempts 
to enact marketing legislation have involved duplication of effort 
and expense, the difficulties are constitutional rather than admin- 


istrative, and we do not, therefore, deal with them in the present 
section. 


in the light of modern needs, so as to prune out 
the dead wood and keep the administrative struc- 
ture vital and effective. One or two specific devices 
which may be of value in this connection are 
suggested at the end of this chapter. Govern- 
ments can save themselves future difficulty by 
launching new policies, so far as possible, on a 
“project ” or interim basis, subject to careful 
scrutiny before becoming permanent. In the world 
of private enterprise the profit motive usually 
assures a periodic overhaul of activities, but 
governments need to devise some substitute. The 
retrenchment due to the depression impaired 
services of all kinds but in partial compensation it 
eliminated certain activities whose value had largely 
or wholly expired. From private and _ public 
evidence the Commission is satisfied that the waste 
due to outmoded, redundant or misdirected activi- 
ties involves much larger amounts than any physical 
overlapping between services of different govern- 
ments. 

Within the limits of this Report a detailed 
consideration of all branches of agricultural services 
cannot be undertaken, but two services merit special 
attention. 


Agricultural Research—The nature and scope 
of agricultural research are such that it is difficult 
to co-ordinate. It is carried on by provincial 
universities and agricultural schools, by provincial 
departments of agriculture, by the Dominion 
Experimental Farms, by the Science Service Branch 
of the Dominion Department of Agriculture, by the 
National Research Council under the Minister of 
Trade and Commerce, and by private corporations. 
However, by far the greater part of agricultural 
research in Canada is carried on by the Dominion 
Government, or under its auspices. Modern agri- 
cultural research has become so highly technical 
and intricate that it would require a superman to 
keep authoritatively informed on all the lines of 
research being carried out in Canada and elsewhere 
at any time. Yet without this knowledge and the 
authority to co-ordinate all agricultural research in 
Canada a certain amount of duplication and 
misdirection is inevitable. However, such duplica- 
tions are not without some value as checks. More- 
over, even if it were theoretically possible, it might 
be unwise to attempt a rigid co-ordination of 
research with economy or even efficiency as the 
only criterion. The history of research proves 
that for best results you have to turn a good man 
loose with funds and freedom. Centralization is not 
necessarily beneficial. Our conclusion was rather 
that research should be kept decentralized among 
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colleges and individual workers as much as pos- 
sible. Duplication of research may, however, 
readily occur if there is lack of adequate information 
about projects under way or findings of completed 
projects. Careful records of all agricultural 
research activities should be available, and the 
findings of research workers collected as speedily and 
disseminated as widely as possible. Research pro- 
grams should be co-ordinated so far as consistent 
with the encouragement of individual enterprise, and 
these functions can only be adequately performed by 
the Dominion. The relations between the National 
Research Council and the Department of Agri- 
culture appear to call for continuous scrutiny. The 
benefits of agricultural research in Canada have been 
so vast in relation to the sums spent upon this 
activity that we hesitate to urge parsimony in this 
field. The price of skimping a few thousand dollars 
a year in research might be the elimination of the 
discovery of a Saunders. 


Experimental Farms——The experimental farm 
system is almost exclusively a Dominion activity, 
although several provinces operate demonstration 
farms or research stations doing similar work. The 
Dominion farms are used for both local and 
national research. The practical use of research 
discoveries involves conveying them to the farmer, 
and in many ways the agency which actually makes 
the discovery is in the best position to pass. the 
information along. In this way the experimental 
farms branch out into agricultural education and 
extension. These are, by and large, fields of 
provincial jurisdiction, and all provinces make some 
provision for them through their own departments 
of agriculture and their agricultural colleges or 
university activities. It is also impossible to draw 
a sharp line between national and local research, 
and the Dominion farms cannot avoid undertaking 
research projects which have certain local aspects, 
and which in some instances are more likely to be 
effective if pursued under local direction. The 
farms are also actively concerned in production, 
which, as has been said, falls more logically into 
the provincial sphere. The scope for duplication of 
effort is large. 

The opinion that most of the work of the 
experimental farms could be undertaken more 
effectively by the provinces was frequently stated 
to the Commission’s special investigators. It was 
asserted that since the soil is a natural resource as 
much as the forest or the mine, the servicing and 
regulation of agriculture could be undertaken with 
greater flexibility and effectiveness by provincial 
authorities. It was contended that provincial 
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authorities were more intimately acquainted with 
the peculiar production problems of the region, 
with the problems of agricultural economics and 
of research, and that they could act more swiftly 
and flexibly in coping with local problems as they 
arose. The further argument was advanced that, 
since the provinces are concerned with education 
and extension, the logical arrangement would be 
for the experimental farms to be closely linked up 
with agricultural colleges and provincial depart- 
ments of agriculture, the three bodies acting in 
intimate conjunction to tackle the basic problems 
of the region. Certain provincial premiers and 
ministers of agriculture were confident that if 
experimental farms and illustration stations were 
both left to the provinces they could be made to 
perform a larger and more useful part in agri- 
cultural production and education. 


It should be noted that these views as to the 
experimental farm system are held by some, but 
not all, of the provincial leaders. Others express 
themselves as well satisfied with present arrange- 
ments and results. Hitherto the experimental farm 
system has been too expensive for most provinces 
to assume. It was said that several years ago the 
Dominion offered to retire from the field but the 
provinces, on counting the cost, declined the offer. 
It was argued that the substitution of systems of 
provincial experimental farms in place of one 
national system would almost certainly increase the 
total cost and increase the likelihood of duplication, 
and that it might result in great lack of uniformity. 
It was contended that there would still remain the 
national aspects of production and research, which 
might require a national farm system as well as 
nine provincial ones, and that some of the gains 
in flexibility supposedly inherent in provincial 
attacks on agricultural problems would be offset by 
a loss in stability and permanence in research 
programs, since agricultural policies would then be 
subject to the more erratic fortunes of provincial 
politics. 

Apart from these matters of jurisdiction, the 
charge has been made that in certain provinces the 
number of experimental farms is larger than is 
strictly necessary; that political factors are respon- 
sible for their number; and that any effort to reduce 
them meets with so much local protest that it is 
not pursued. One competent authority asserted a 
smaller sum spent on fewer farms, more adequately 
staffed and equipped, would result in more and 
better work. It was estimated that as much as 
$100,000 a year might be saved in one province by 
such a step. 


It is also urged by some critics that while the 
farms did excellent work in the pioneer stages, 
educating the farmers of the area in the farming 
techniques necessary for the soil and climate of the 
area, the need for such experiments sharply declined 
when suitable seed varieties, methods, suitable types 
of cattle, etc., had become established, and that 
routine experiments tend to survive indefinitely to 
a point of sharply reduced utility. The inference 
was that the programs of the farms were not 
shifting as they should from problems of dimin- 
ishing importance to new problems of agricultural 
economics, marketing and production, with which 
agricultural communities are now faced. 


On balance there is a prima facie case for the 
Dominion withdrawing from many of its activities 
in connection with experimental farms, and either 
for disposing outright of most if not all experimental 
farms and illustration stations, or for handing 
them over to the provinces. Admittedly, there are 
technical questions involved which the Commission 
has not had the time nor the opportunity to 
investigate fully. An inquiry by technically com- 
petent authorities would probably be advisable 
before action is taken. But it should be pointed 
out that, if the financial recommendations of 
this Report are adopted, the financial obstacles 
against certain provinces taking over experimental 
farms will have been removed. In any case the 
Dominion should carefully reappraise its whole 
experimental farm program. 


Grants to Fairs and Agricultural Organizations 


The policy of government grants to agricultural 
organizations should also be carefully reappraised. 
Once such grants are begun, there is a tendency to 
continue them in a routine way. Dominion grants 
to such institutions were inaugurated as a war- 
time measure to assist in the stimulation of 
production. Except for grants to exhibitions and 
fairs of a national and international scope, it is 
suggested that the Dominion should withdraw from 
the field, leaving to the provinces, as a part of their 
production policy in connection with the provincial 
departments of agriculture, the responsibility for 
making such grants as they deem wise. 


* * * * 


What is said above is not intended to imply a 
lack of co-operation between the several authorities 
under the existing system. In most provinces the 
activities of the Dominion experimental farms and 
the extension and promotion work directed by the 
provinces are knitted efficiently together. In at 


least one province the provincial and Dominion 
authorities even choose their new personnel with 
this harmony in view. In general we commend 
the high level of co-ordination which exists between 
the provincial and Dominion officials of the several 
departments of agriculture. 


COLLECTION OF TAXES 


Duplication of services for the collection of taxes 
obviously increases costs both of government and 
of tax compliance. We have dealt with the latter 
elsewhere.* Here we deal only with increased costs 
of government. Though extensive duplication does 
not exist in the sense of duplicate organizations for 
the collection of similar taxes, there is waste in that 
simpler and less expensive machinery might be used 
to collect present taxes. 


In our financial proposals we recommend that 
personal income taxes, corporation taxes and 
succession duties should be levied solely by the 
Dominion Government and we there discuss certain 
advantages of economy, equity and efficiency in 
having these taxes collected by one agency. If the 
recommendations concerning these taxes are 
implemented the overlapping and duplication of 
governmental costs of collecting these taxes will be 
automatically eliminated. But even if there is no 
redistribution of revenue sources, the advantages of 
a single system for the collection of at least personal 
income taxes and corporation taxes are great. It 
is obvious that if the same information on which 
both the Dominion and a province base their 
calculations of income taxes can be supplied only 
once instead of twice, the governmental cost of 
checking the return and the taxpayer’s cost of 
preparing the return are materially reduced. 


At the present time the Dominion collects, in 
addition to its own income tax, similar taxes for 
Ontario, Manitoba and Prince Edward Island, to 
the apparent satisfaction and benefit of all 
parties.15 It was stated that a single system of 
collection is possible wherever the two definitions 
of “income” are the same, even though deductions 
and exemptions are different.16 In hearings in 
Victoria it was stated that joint collection of 
Dominion and British Columbia income taxes was 
impossible because “taxable income” in the two 
statutes was different.17 While there may be 


* See p 

15 Ky. “pp, "78, 3584. See also Ort. Brief Pt. II, p. 67. Ev. 
(Ont.), p. 760 

16 Ry. p. 3579. 

17 Hv. pp. 5370-76. Ex. 185, Memo. B.C. Dept. of Income Tax, 
pp. 4-5. 
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differences in the present definitions, it seems 
evident that the two definitions of “income” 
could be made identical and the same results could 
be substantially attained by different schemes of 
deductions and exemptions. Were this done it 
would be possible to avoid the duplication of 
tax-collecting offices, the increased governmental 
expense of audits, and unnecessary costs and 
annoyances of tax-compliance to the taxpayers. 
The case for joint collection of personal income 
taxes is overwhelmingly strong, whether the 
proceeds of such collection are retained by the 
Dominion or divided between the Dominion and 
province in which collections are made. Similarly 
provision should be made for collection. by the 
Dominion Income Tax Division of municipal 
income taxes if they are retained, at least in so 
far as these are really income and not property 
taxes. 


Many of the same considerations apply to the 
collection of corporation taxes. Numerous repre- 
sentations protesting against present: arrangements 
were made in public hearings by business organ- 
izations.19 These submissions did not in general 
complain about the taxes as such, but attention 
was directed toward the excess cost of collecting 
them, both to governments and taxpayers. All 
provinces have built up extensive organizations for 
collecting such taxes, and the cost is substantial. 
Our recommendations with regard to the taxation 
of corporations were framed to replace provincial 
taxes, which are expensive to collect, by an exten- 
sion of the Dominion tax on corporate incomé 
which is collected in any case. This change would 
reduce the total cost of collection, and would 
remove the cost of tax-compliance arising from the 
preparation of multiple tax returns calculated on 
different bases. 


If our recommendation that the Dominion should 
have sole jurisdiction to levy corporation taxes is 
not carried out, little, perhaps, can be done to 
diminish this cost by unified collection except in 
the field of income taxes on corporations. Other 
types of provincial corporation taxes are so 
different in the several provinces that little 
advantage would be gained by Dominion collection, 
even if it were feasible. 


19 Hx, 88, Brief of Canadian Manufacturers’ Ass’n; Ex. 267, 
Brief of Citizens’ Research Bs Ex. 394, Brief of Canadian 
Chamber of ig eee Ex. Brief of Associated Boards of 
Trade of B.C.; Ex. 202, Brief ‘af Victoria Chamber of Commerce; 
Ex. 268, Brief of Toronto Board of Trade; Ex. 343, Brief of 
Chambre de oe ae, rate Ex. 107, Brief of Chartered 
Banks of Canada; Brief of Canadian Federation of 
Mayors and Wiaicielstiee’ rh 92, Brief of Canadian Life JInsur- 
ance Officers’ Ass’n. 
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Complaints were also made concerning duplica- 
tion between the Dominion and certain provinces 
in the collection of stock-transfer taxes.20 These 
taxes on the transfer of securities are imposed by 
the Dominion, by Ontario and by Quebec, and an 
audit is conducted by all three governments. An 
unnecessary expense both to governments and to 
taxpayers is thus incurred. We think that for 
these taxes a single collection and a single audit 
would be appropriate and that savings in cost both 
to governments and to taxpayers would thereby 
result. 


PUBLIC HEALTH 


The existence of a Dominion Department of 
National Health, provincial departments of health, 
and municipal organizations dealing with the same 
general service offers some ground for suspicion of 
unnecessary duplication, but our inquiries, both 
public and private, satisfied us that public health 
has local, provincial and national aspects which 
justify the existence of administrative machinery at 
all three levels, and that no material overlapping 
occurs at present among them.23 

Expenditures by the Dominion Government for 
quarantine and leprosy, for inspection of immi- 
grants, for the treatment of sick mariners, for 
disabled veterans, for inmates of penitentiaries and 
for Indians are not duplicated in any way by the 
provinces. Jurisdiction in all these instances is 
expressly conferred by, or clearly implied from, the 
British North America Act. Other important 
branches of Dominion expenditures in this field 
provide for the administration of the Food and 
Drugs Act, the Laboratory of Hygiene and the 
division of public health engineering. The last 
named service inspects water and milk supplies on 
common carriers engaged in international and inter- 
provincial trafic and the sanitary conditions in 
Dominion buildings and parks. The Commission 
did not discover any duplication of these services 
by the provinces, though it is possible that some 
saving could be effected by the purchase of certain 
services from the provinces as an alternative to the 
maintenance of Dominion organizations for the 
purpose.24 The annual saving would not be large, 
however, and there may be off-setting advantages 


20 Ex. 108, Brief of Investment Dealers’ Ass’n. p. 15; Ex. 95, 
Brief, oe Dominion Mortgage and Investments Ass’n, pp. 17-18. 
137, Memo. Dom. Dept. of Health, Fv. pp. 3820-34; Ex, 
191, eek Health and Welfare Services, B.C.; Ex. 13, Memo. 
Man. Dept. of Health, Ev. pp. 728-36; Brief of N.B. p. 43; Ev. 
pp. 8670-71A: Ev. (N.8.), pp. 413 ne Ex. 319, Memo. Ont. Dept. 
of Health; Ev. (P.E.1.), » P 4581. See also this Report, pp. 32f. 
24 Eg.. inspection of milk and water supplies on common 
carriers. It is suggested at p. 35, that health services for Indians 
might be purchased by the Dominion from provincial departments. 


in the present arrangement which outweigh the 
financial considerations. It is recommended that 
this possibility be investigated and the method be 
adopted wherever, on balance, it seems advisable 
to do so. 


Several new Dominion services touch more closely 
upon the provincial sphere (child and maternal 
hygiene, epidemiology, industrial hygiene, and 
publicity and health education) but we are satisfied 
from our inquiry that the danger of duplication 
has been kept in mind in establishing the new 
services and its extent kept to a minimum, and 
that the establishment of such services on a 
national scale was at the request of certain prov- 
inces which will derive material benefit from them. 
It is true that they will, in some measure, dupli- 
cate work already carried on by two or three of 
the larger provinces, but some such duplication is 
inherent in federalism. In any event, unless the 
Dominion expenditure expands far beyond present 
intentions, the cost of such duplication will be 
small.25 These new services are provided by con- 
sultative and research bureaux which are available 
at the need of the several provinces, and which 
co-ordinate and disseminate medical information 
more efficiently than a series of similar provincial 
bureaux would be likely to do. If the financial 
recommendations outlined elsewhere are imple- 
mented, the fiscal capacity of the several provinces 
to support adequate medical services may be 
brought up to a more approximate level, and in 
that event the Dominion Government may need 
to reappraise its health policies so as to avoid 
duplication with services that the provinces are 
then able to provide for themselves. 


POLICE SERVICES 


In six of the nine provinces the enforcement of 
provincial as well as Dominion statutes is entrusted 
to the Royal Canadian Mounted Police under 
agreements between the Dominion and the proy- 
inces concerned. The province pays the Dominion 
$1,000 per year for each member of the Royal 
Canadian Mounted Police required for provincial 
service. The other three provinces, Ontario, 
Quebee and British Columbia, continue their own 
provincial police forces. In these provinces, 
accordingly, two forces operate (in addition to 
municipal officers). In the main they are engaged 
in quite distinct work, but it is all a part of the 
general task of law enforcement. In these three 
provinces a certain amount of duplication exists and 


25The Dominion estimates for 1938-39 for these services 
amounted to about $60,000 


considerable sums could be saved by the negotia- 
tion of arrangements with the Dominion Govern- 
ment similar to those now in effect in the other 
six provinces. These three provinces could be 
policed by a single force which would be somewhat 
smaller than the present combined Dominion and 
provincial police forces operating in them, and there 
would in addition be some saving of administrative 
overhead. The standing offer of the Dominion 
Government to extend its present arrangements to 
the three provinces has not been accepted because 
of considerations which in the opinion of the 
provincial governments concerned outweigh the 
financial savings promised by the change. 


Provinces which have entered into agreements 
with the Dominion have been able to cut their 
police costs in half.26 Analogous savings in the 
case of Ontario, Quebec and British Columbia 
would be of the order of $350,000 for each prov- 
ince, or a grand total of about $1,000,000 a year.27 
Although this sum would be saved to the provincial 
taxpayer, the total Canadian tax bill would, how- 
ever, not be relieved to that extent, since the 
Dominion Government performs the service for the 
province at considerably less than cost. But it 
appears that approximately a total of $500,000 
annually could be saved if the Dominion were to 
make arrangements for police services with the 
three remaining provinces similar to arrangements 
with the other six. This saving is sufficiently great 
to warrant careful consideration, though there are 
other than financial considerations involved. 


The chief argument’ advanced for retention 
by the province of its own police service is the 
desirability of the closest possible co-ordination 
between the provincial attorney-general’s depart- 
ment, the crown attorneys of the province, and 
the law-enforcement officers.28 It was repre- 
sented to us that since the provincial legislature 
and the provincial executive are responsible to the 
people of the province for the manner and method 
of law enforcement, it is desirable that the province 
have complete control of its own police force. A 
supplementary practical consideration, of special 
force in British Columbia, is that some provincial 
police officers act also as general provincial agents 
in certain civil matters. It was suggested that 
Dominion police could not be expected to perform 
these services in full, if at all, or in any case as 


° 8.9, Alberta’s costs fell co $540,000 (1931) to $225,000 
(1932) ; Saskatchewan from $485,000 (1926) to ae 000 (1928); 
New Brunswick’s from $214,000 (4930) to $100,000 (1933). 

27 These three provinces together are spending about $2-5 
million annually on their provincial police forces. 

28 Kv. p. 7931. 
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satisfactorily, because of their lack of knowledge of 
the local situation and the more inflexible character 
of a Dominion-wide organization. As a result the 
province might have to enlarge its civil service 
to carry out functions now performed by the 
provincial police. 

As against these arguments it was asserted that 
the efficiency of law enforcement across Canada 
as a whole would be materially improved by the 
greater co-ordination of activity that would result 
from further unification. The weakness arising out 
of divided control was illustrated by the experience 
of the several forces in coping with the “sit-down ” 
strike of single unemployed in the city of Vancouver 
in 1938, where the confusion over jurisdiction was 
said to have hampered the police materially in their 
efforts to deal with the situation.29 Moreover, the 
arguments in favour of the maintenance of provin- 
cial forces were, presumably, applicable to each of 
the six provinces which have entered into agree- 
ments with the Dominion, but, on the whole, the 
provinces within the agreements are satisfied with 
present arrangements, and, with the exception of 
Alberta, show no disposition to go back to a force 
of their own.30 


UNEMPLOYMENT RELIEF AND OLD AGE PENSIONS 


Elsewhere important recommendations are made 
concerning the reallocation of responsibilities for 
unemployment.?1 If these changes are made, the 
powers and responsibilities of the several units will 
be clearly defined and duplication and other 
administrative waste in the handling of relief 
should be materially reduced. In this section it is 
merely proposed to call attention to the duplication 
which exists under the present arrangements. 

Both unemployment relief and old age pensions 
are at present jointly financed by two or more 
levels of government. Expenditures on direct relief 
are made by municipalities, on old age pensions by 
the provincial governments, and in both cases 
subject to audit by the Comptroller-General 
of the Dominion and later by the Auditor- 
General.32 Audits of relief expenditure are also 
conducted by provincial governments. It is 
difficult, however, to see how this duplication of 
auditing could be eliminated under the present 


29 See Ex. 188, Brief of Associated Boards of Trade of B.C. 
pp. 5 and 9, Ev. p. 5412; for the B.C. Govt’s opposition to national 
policing see Ev. pp. 5924-25. 

80 For Alberta’s objection see Canada Sessional Papers, 1938, 
No. 256. 

81 See pp. 24ff. 

i 82 See Appendix 7—J. A. Corry, Difficulties of Divided Juris- 
action. 
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system whereby costs are shared between two 
governments. Dual audits are almost certain to 
continue so long as sums are advanced by one 
jurisdiction to be spent by another, subject to 
conditions. It would be unreasonable and, indeed, 
politically impossible for a government supplying 
a large part of the costs of a service to waive the 
right to audit expenditures made through the 
agency of another government. The procedure 
results, however, in a considerable measure of 
friction which is detrimental to harmonious rela- 
tions between the Dominion and the provinces. 
Our recommendations for a clear-cut division of 
responsibility for relief$3 would, in general, mean 
that each authority would finance its own services 
with its own funds, in which case the need for 
such dual audits would disappear. 

In the administration of old age pensions similar 
duplication of auditing exists, though to a lesser 
degree. But again it is difficult to see how this can 
be avoided so long as funds are contributed by both 
governments. But this occasions considerable 
friction. Numerous differences of opinion also have 
arisen over the interpretation of the regulations.34 
Most of the early differences have now been ironed 
out, but new ones arise from time to time. It 
seems to us desirable that some simple provision 
should be made to provide for authoritative deci- 
sions as to contested points. This involves the 
choice of some tribunal satisfactory to the interested 
parties and capable of giving expeditious and 
authoritative rulings as to the meaning of the 
regulations. 


RESEARCH — 


So many governmental and private agencies are 
engaged in research that it would be strange if 
there were not a certain amount of waste or 
duplicate effort. Research in agriculture has been 
considered under that heading.25 The field in 
which duplication is most likely to occur is private 
competitive research in which the utmost secrecy is 
maintained. Our evidence on the whole matter 
indicates that in respect to research under govern- 
mental auspices the present situation is “ reason- 
ably satisfactory”.3? Persistent care is needed in this 
field to limit waste effort to a practical minimum. 
The benefits of shrewdly directed research are so 
great in proportion to the sums expended, and the 
need for industrial and scientific research in Canada 


88 See p. 24. 
% See J. A. Corry, op. cit. 
85 See p. 175. 


87 Ex. 402, Memo. on services of the National Research 
Council, p. 48. 


is so widespread that undue “ efficiency ” in organ- 
ization might prove to be false economy. ‘The 
situation is complicated by the fact that many 
discoveries in pure science prove afterwards to be 
of enormous value in the field of applied science. 
If state aid were completely withheld from projects 
which, though promising to extend the field of 
man’s knowledge, appeared to be of no immediate 
practical or financial benefit, the progress of research 
in both pure and applied science might be seriously 
checked. But such considerations do not justify 
duplication of identical experiments unless required 
for checking purposes, useless investigations, or 
other sheer waste, and we recommend that the 
present machinery of associate committees and 
other co-ordinating devices be extended wherever 
a greater pooling of knowledge and effort can be 
accomplished. 


TOURIST AND TRADE PROMOTION 


The only question concerning Dominion-provin- 
cial duplication in the field of tourist promotion 
arises out of the creation in 1934 of the Canadian 
Travel Bureau. This was designed to “sell 
Canada” to the tourists of other countries and to 
act as a co-ordinating office for the numerous 
provincial, municipal and private tourist agencies 
in Canada. Both public and private inquiries were 
made by the Commission relating to the work 
performed by the bureau and the administrative 
relationship between it and the other bodies 
throughout Canada.38 Some conflict of opinion 
was apparent as to whether tourists could be 
attracted to Canada by general advertising or 
whether it was more effective to advertise the 
specific local attractions of the diverse regions. If 
the latter, then a question arose as to the value of 
extensive Dominion advertising. The Commission 
was unable, without extending its inquiry unduly, 
to measure the relative effect of general versus local 
advertising upon potential tourists from abroad, 
and thus to evaluate the work of the Canadian 
Travel Bureau in a precise way. The annual sum 
devoted to tourist promotion by the Dominion is 
small in proportion to the vast sums spent in 
Canada each year by tourists, and without more 
information we should not like to disparage what 
may be a very valuable service. In view of some 
critical comments made by the provinces, however, 
we think the Dominion Government should satisfy 
itself by periodic reappraisal that this new service 


88 For public inquiry see Ev. pp. 9910-25, Ex. 220, Memo. 
Dept. of Trade and Industry, B.C., Ev. pp. 5816-19. 


does not duplicate that of the provincial bureaux. 
If duplication appears the Dominion service should 
be reduced accordingly. The situation is complicated 
by the wide diversity of provincial expenditures. 
Several provinces have adopted a most aggressive 
tourist policy, and these provinces tend to feel that 
the Dominion Government may be overlapping their 
services. Other provinces are spending very little 
and rely (even gratefully) upon the promotion 
sponsored and financed by the Dominion Govern- 
ment. The basic federal dilemma arising out of the 
unequal financial ability of the provinces again 
crops up, and it is impossible to satisfy the require- 
ments of all the provinces. 


In the field of external trade promotion there is 
always the possibility that provincial trade repre- 
sentatives may duplicate the work of the Dominion 
Department of Trade and Commerce, but we are 
satisfied that up to the present there has been no 
serious overlapping. There appears to be a field 
for provincial trade agents to assist in the sale of 
commodities of special concern to their own 
region,4° and, provided the facilities of the 
Dominion Commercial Intelligence Service are first 
explored and used as fully as possible before such 
special campaigns are launched or special provincial 
representatives appointed, we do not believe the 
practice should be reprehended. The provincial 
representatives are able, it is contended, to act as 
selling agents in a way not permissible for 
Dominion Trade Commissioners, and in some cases 
local industries co-operate with provincial govern- 
ments to finance the provincial service. There is 
no reason why Dominion and provincial trade 
agents should not co-operate fully for the mutual 
benefit of their governments, and indeed we were 
assured that a large measure of co-operation does 
now exist.41 


STATISTICS 


Practically all Dominion and provincial depart- 
ments collect some statistics in connection with 
their administrative operations, and the task of the 
Dominion Bureau of Statistics in part is to act as 
a collecting, correlating and interpreting office.42 A 
great deal of attention has been devoted in the past 
twenty years to arrangements between the Bureau 
on the one hand and the Dominion and provincial 
departments on the other so as to eliminate waste 


40 Ey. pp. 8784-85; Brief of N.B., ‘pp. 71-72. 
41 By. pp. 4716-24). 


42Bx. 139, Memo. re Constitution and Administrative 
Machinery of the Dominion Bureau of Statistics: Hx. 220, Memo. 
B.C. Dept. of Trade and Industry; Ev. pp. 3835-51. 5814. 5821. 
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effort. Provincial statistics are for the most part 
collected by the provinces and compiled by the 
Dominion Bureau. The latter prints and standard- 
izes the information returns and schedules used by 
the provinces in obtaining the information, and 
when the material is compiled—according to a plan 
usually agreed upon beforehand by all parties—it 
is made available to the provinces for their own 
use. In addition there is some provincial compila- 
tion of material, the Province of Quebec for 
example, having published a year book for many 
years. Since 1918 the departments of the Dominion 
Government have used the Dominion Bureau of 
Statistics as their statistical agency, although for 
special purposes, or when greater speed is required 
and is thought to be possible by direct collection, 
some of the departments still collect their own 
statistics from time to time. The danger of admin- 
istrative waste in the collection of statistics is con- 
siderable, but our inquiries did not bring to light 
any serious cases of duplication. 

The effective and economical compilation of 
statistics in many fields depends upon close and 
intricate co-operation between the Dominion 
Bureau of Statistics and the nine provincial govern- 
ments. This is at present fostered by occasional 
ad hoc Dominion-provincial statistical conferences. 
It was represented to us that the co-ordination 
would be strengthened by the creation of a 
Statistical Council#? which would be required to 
meet at least once a year. 


GEOLOGICAL SURVEY 


The interests of the Dominion Government and 
the provinces overlap in the broad field of mapping 
and survey. Both geodetic and topographical 


surveys are closely related to the Dominion 


functions of regulating navigation, and of national 
defence. Since geological survey is a preliminary 
investigation looking toward the exploitation 
of natural resources, the title to which is 
vested in the provinces, it would appear to fall 
within the provincial field. There are, however, 
material advantages in a national service able to 
draw upon technical skills in a way not available 
to the smaller provinces at least. Geological survey 
is closely dependent upon topographical survey, 
and unless topographical survey precedes geological 
survey it is necessary for the geological survey 
parties to spend part of their time doing preliminary 
topographical work. The practice has been for the 
Dominion and the provinces to share geological 


43 Ev. p. 3844. 
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survey work. We were told of the consultations 
that take place each spring before geological survey 
parties go out so as to avoid overlapping between 
Dominion and provincial efforts.44 The attitude of 
the several provinces toward Dominion participa- 
tion in this field differs markedly. 


The Province of Ontario, with major interests in 
mining, has looked after practically all of its own 
geological survey work since 1935 and its brief#5 
expressed the willingness of the Province to assume 
the entire responsibility for this work if the 
Dominion would exempt mining companies from 
income tax on actual mining operations. Other 
provinces, however, look to the Dominion to extend 
rather than curtail activities in this field.46 In 
support of this position it was urged that every 
province could not afford to maintain the necessary 
staff of specialists. Manitoba, Saskatchewan and 
British Columbia, as well as Nova Scotia, favoured 
Dominion retention of this service and urged greater 
speed in the completion of topographical and 
geological surveys. The situation calls for a division 
of the field between the Dominion and the prov- 
inces in a flexible way to take care of the needs of 
the various provinces. Since the activity consists 
largely of field-work it is feasible for the Dominion 
Department of Mines to distribute its survey parties 
so as to supplement the activities of the provincial 
governments. 


LABOUR LEGISLATION 


Most of the provinces maintain a branch or 
department dealing with labour but no serious 
financial waste due to duplication with the 
Dominion department came to light either in 
public or private investigation. The Dominion 
Department maintains services dealing with such 
matters as annuities, investigations under the 
Combines Investigation Act, fair wages on 
Dominion projects or construction, unemployment 
relief and co-ordination of employment offices. 
The only activities in which overlapping with 
provincial functions might occur are the employ- 
ment service, unemployment relief, and conciliation 
and investigation of industrial disputes. These 
activities are, however, dealt with at length else- 
where and recommendations made thereon.47 


44 Ev. p. 9627. 
45 Pt. II, p. 55. See Ex. 317, Memo. Ont. Dept. of Mines. 


_ *#Hg., in Nova Scotia, see Ex. 146, Memo. N.S. Dept. of 
Mines, p. 2. 
47 See Sect. A., Ch. I (2); and p. 47. 


JAILS; PENITENTIARIES ; LAW ENFORCEMENT 


The cost of administering justice and of main- 
taining penal institutions is divided among the 
several governments in Canada. Since the appoint- 
ment of this Commission, recommendations have 
been made to the Dominion Government by the 
Royal Commission to Investigate the Penal System 
of Canada. These include proposals for the 
reorganization of the present administration over 
provincial jails and reformatories, and peniten- 
tiaries. Our recommendation for a general power 
of delegation of jurisdiction by a province to the 
Dominion or vice versa, if adopted, will conven- 
iently provide means for any change of jurisdiction 
involved in the recommendations of the Penal Com- 
mission. In view of the exhaustive inquiry made by 
the Penal Commission on the whole subject of penal 
institutions (including overlapping), we think it 
would be out of place for us to say anything further 
on the matter of overlapping in this field, but certain 
complaints were made at our public hearings and 
may be appropriately mentioned. 

It was represented in hearings in the Maritime 
Provinces that the present arrangements were in 
some respects inequitable and anomalous, and 
especially that the cost of enforcing such federal 
statutes as the Customs Act bore with undue weight 
upon the municipalities where the offence happened 
to take place.48 In New Brunswick it was urged 
that excessive costs fell upon the municipalities 
from offences committed by Indians, who were held 
to be a Dominion responsibility.49 The inability 
of the weaker municipalities to provide modern 
penal institutions and uniformity of treatment was 
stressed.50 These, however, are matters to be 
settled between the provincial government (which 
is responsible for the enforcement of law and order) 
and its agent or creature, the municipality. If the 
financial adjustments recommended elsewhere are 
made, every province will be in a financial position 
to make whatever rearrangements with its own 
municipalities appear to be called for in the 
interests of equity and efficiency. 


TRANSPORTATION 


A separate section of this Report is devoted to 
the discussion of transportation problems, and one 
of the most important problems discussed there is 


48 Fg., Ex. 154, Brief of Union of N.S. Municipalities, Ev. 
pp. 4230, 4243 et seq.; Brief of P.E.I., pp. 51-53, Ev. pp. 4528-45. 

49 Ex. 375, Brief of Union of N.B. Municipalities, Ev. pp. 
9068-69. 

50 Complaint was also made by the Government of Ontario 
with respect to the cost of maintaining prisoners who became 
insane during incarceration. See Ev. p. 7908. 


the actual and potential duplication of transporta- 
tion facilities by the Dominion and the provinces.51 
Indeed, duplication of services between govern- 
ments is greatest in the field of transportation, 
and probable developments in transportation may 
tend to increase greatly this duplication unless 
a comprehensive scheme of co-operation between 
the Dominion and the provinces is evolved. 


COMPANY INCORPORATION AND REGULATION ; 
INSURANCE; FISHERIES 


There is also some duplication of effort and 
services in the above fields although the costs 
resulting from this duplication are not large. These 
subjects, however, are discussed at length elsewhere 
and recommendations made thereon.52 


SUMMARY OF OVERLAPPING AND DUPLICATION 


The foregoing indicates that the Commission’s 
inquiries failed to disclose the measure of overlapp- 
ing and duplication between governments which has 
been charged from time to time. This conclusion 
is supported by the testimony of witnesses whose 
close contact with administrative conditions should 
have placed them in a position to detect any 
substantial degree of such wastes.53 Every provin- 
cial government, as well as the Dominion Govern- 
ment, was asked to permit officials to appear and 
give evidence about overlapping. During the 
Ontario hearings questions were addressed to the 
Government of Ontario seeking precise evidence 
regarding allegations of overlapping made in the 
Ontario brief. Further information was promised 
but was not received.55 Similar requests to provide 
us with concrete evidence were made of business 
organizations,°® which had deplored the amount of 
duplication in government, but again with negative 
results. 

It should, however, be reiterated that the failure 
to discover gross overlapping does not warrant the 
assumption that no administrative waste exists. 
We are satisfied that considerable sums could be 
saved to the Canadian taxpayer without material 
loss in efficiency of services by a systematic weed- 
ing-out of ill-considered or obsolete activities. 


51 See pp. 200f. 

52See for Company Incorporation and Regulation, p. 56; 
Insurance, p. 59; Fisheries, p. 58. 

58 Brief of Sask., p. 321; Brief of Man., Pt. VIII, pp. 14-15; 
Brief of N.S., a p. 4199. 

55 At Ev. 8114 the following question was directed to the 
Government of Ontario: “In Part of the Ontario submission, p. 
5, it is stated that there is en prodigality and woeful waste 
in public administration’ and t there is overlapping between 
the central and provincial bolinn, Would the Government of 
Ontario indicate as completely as possible where prodigality, 
waste and overlapping exist? ” See also Ev. pp. 7403-04. 

56 H.g. Winnipeg Board of Trade, Ev. p. 864; Canadian 
Chamber of Commerce, Ev. pp. 9535-36. 
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The Dominion Government has within its Civil 
Service Commission an embryo agency for the 
systematic canvassing of the efficiency of the civil 
service. The organization branch of that commis- 
sion undertakes surveys of the day-by-day work of 
each civil servant; and on their recommendations 
depend promotions, reclassifications, new appoint- 
ments and termination of posts. They report on any 
proposed expansion of administrative machinery. 
We believe that this device is sound, but needs con- 
siderable strengthening and extension to be effective. 
If the idea can be copied by the provincial govern- 
ments it should result in greater efficiency in pro- 
vincial services. 

But many wastes are of a nature which such 
administrative surveys are unable to disclose since 
they arise from unwise, static and outmoded 
policies which fail to change with the needs of a 
dynamic economy. The Civil Service Commission 
is not in a position to criticize policy in public 
expenditure. If sums are voted for a stated pur- 
pose by Parliament, all that the Civil Service 
Commission can do, no matter what its private 
views may be regarding the value of the service, is 
to see that the sums are spent through an efficient 
organization. Critical appraisal of policy can be 
made only by representatives of the people. We 
suggest that the task of periodic reconstruction of 
all branches and departments of government be 
entrusted to a special committee of Parliament set 
up for the purpose. Instead of being permitted to 
coast along on its momentum in grooves worn 
smooth by custom, every branch and project of gov- 
ernment should at intervals be called upon to justify 
its cost in terms of values to society. Only in some 
such way can the operations of government be kept 
free from deadwood and duplication. This sugges- 
tion, of course, applies to the Dominion alone, but 
some analogous method might be devised by the 
provincial governments. 


From the point of view of the civil servant such 
periodic reappraisals, which in order to be of value 
would need to be drastic and conducted without 
fear or favour, would constitute a threat of 
insecurity of office that would raise some new 
problems. In choosing the civil service as a career 
many persons accept a somewhat smaller income 
and less attractive opportunities for advancement 
as an offset to the insecure speculative nature of 
employment in private enterprise. It would be 
necessary to combine security of tenure within the 
civil service as a whole with a new insecurity of 
special function. Any such increase of flexibility 
within the service would, we think, be a desirable 
attainment in itself. 
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SECTION D 
DOMINION-PROVINCIAL ASPECTS OF TRANSPORTATION 


There could be no thorough study of the matters 
remitted to the Commission for consideration 
without an understanding of how closely many of 
these questions are related to certain phases of the 
complicated and wide-ranging railway and trans- 
port problem. The submissions, dealing with 
aspects of this problem, were important; and many 
of the questions thus raised have been considered 
in the light of their connection with other issues 
which the Commission has found it necessary to 
examine and to deal with. These had to do with 
such matters as the purposes of national integra- 
tion and encouragement of trade which inspired 
the transportation policies of the Dominion Gov- 
ernment: the building of the Intercolonial, the 
enlargement of internal waterways, the provision 
by aid, direct and indirect, of three transcontinental 
railways within a period of forty years; inquiry 
into charges that the policies had not fulfilled the 
purposes, with results disappointing and injurious 
to important sections of the country; consideration 
of a complaint by Prince Edward Island that 
engagements as to continuous communication had 
not been met, and of a claim by British Columbia 
that the Canadian National Railway System should 
be extended to take in the Pacific Great Eastern 
Railway. All these questions are discussed else- 
where with comments justified, in the judgment of 
the Commission, by the ascertained facts.1 


In addition to these matters, representations 
were made to the Commission dealing with railway 
questions of great moment, rightly calling for con- 
sideration by the competent authority, but which 
in the judgment of the Commission did not impinge 
directly upon Dominion-provincial relations; and 
did not, therefore, call for inquiry and discussion. 
It is on these grounds that the Commission has 
omitted the question of the relations between the 
two great railway systems. There were several 
references to this matter in submissions made to us. 
These ranged from observations that the situation 


1 Section F, Chap. III, B.C. claims‘as to Pacific Great Eastern 
Railway; V, Claims concerning Trade Through Maritime Ports; 
VI, Compensation for Excess Freight Rates; VII, Prince Edward 
Island Claims. 

2 Ex. 394, Canadian Chamber of Commerce, p. 4. 
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was serious, calling for resolute and constructive 
action, to support for some not clearly defined 
scheme or plan of “unification” or “amalgamation” 
with “preservation of existing private rights.”3 In 
no case were there detailed specific recommenda- 
tions as to courses of action deemed adequate to 
attain the desired ends. 


This is not a problem of Dominion-provincial 
relations, coming within our instructions. These 
two railway systems are exclusively within the 
jurisdiction of the Dominion authorities; and the 
question of what is advisable to be done has been 
engaging their attention for years. There was an 
exhaustive study of this situation in 1932 at the 
instance of the Dominion Government by the Duff 
Commission, which made an extensive report with 
specific recommendations; and this inquiry has 
been supplemented by an examination carried on 
by a special Committee of the Senate during the 
sessions of 1988 and 1939. 


It was stated in one of the submissions that 
“the financial problem of Dominion-provincial 
relations” is greatly aggravated by the existence of 
an unsolved “Railway problem”.4 The implica: 
tion—that financial adjustments between Dominion 
and provinces, when found necessary, could be 
more readily made if the Dominion Government 
had not to meet heavy demands from other 
quarters—is doubtless accurate; but it does not 
affect the principle, to which the Commission has 
adhered, that the review of policies, financial o1 
otherwise, solely within the sphere of Dominion or 
provincial power, is not a function which it is 
called upon to exercise, unless these policies have 
been the occasion of Dominion-provincial friction. 


Transportation matters, where they come 
definitely within the ambit of Dominion-provincial 
relations, are of major importance; and we shall 
proceed to discuss at some length questions of this 
character, which have not already been dealt with. 
These questions, which await consideration, fall 
into two main classifications. There is that subject 


3 Ex. 270, Brief of Canadian Manufacturers’ Ass’n; Ey. 6756- 
Qe 


4 Ex. 108, Canadian Investment Dealers, p. 11. 
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of perennial interest and constant discussion—the 
existing sectional incidence of the freight rate 
structure which, since the completion of the first 
transcontinental, has been built up to cover the 
whole Dominion, and has been subjected to a 
process of continuous adjustment, to meet changing 
conditions. That this is a matter of lively interest, 
the submissions by most of the provinces attest; 
and to this careful attention has been given by the 
Commission. 


It became evident to the Commission at an early 
stage of its labours that the whole field of trans- 
portation, with its division of responsibilities and 
opportunities in the matter of supplying essential 
facilities between all the units of Government, 
Dominion, provincial and municipal, would call for 
extensive examination. It is in this field that the 
greatest danger lies of overlapping of services and 
expenditures necessitated by them, which was set 
out in our terms of reference as a subject requiring 
the most searching scrutiny. Though this develop- 
ment is still far short of its potential maximum, 
it has already brought about an extensive and 
costly duplication of transportation services; 
destroyed heavy investments of capital, both 
public and private; and threatens a repetition in 
another field of the inordinate expenditures which 
marked the climax of railway building in the second 
decade of this century. The Commission thinks it 
somewhat remarkable that in the many references 
to highways to be found in the submissions made 


to it, there was practically no recognition of the 
financial consequences if there continues to be a 
complete lack of co-operation and co-ordination 
between the various governments in the matter of 
railway and highway competition. 

Most of the suggestions set out in the repre- 
sentations about highways made to the Commis- 
sion were that the Dominion should make larger 
contributions toward the construction of main 
highways and highways to mines and national 
parks, and should give greater assistance to prov- 
inces to enable them to supply adequate roads. 


This defect in the information supplied the 
Commission, by the ordinary means of voluntary 
submissions and free discussion, has, however, been 
met by the results of an intensive study of the 
whole transportation field undertaken by a staff 
of experts at the instance of the Commission,* 
which revealed actual and potential dangers of 
the present state of unlimited competition between 
agencies and facilities for transportation operated 
under different jurisdictions. The Commission has, 
therefore, thought it desirable to throw such 
illumination, as its researches and special studies 
have made possible, upon the situation. 


* This study was carried on under the general direction of 
Mr. R. A. C. Henry, formerly Deputy Minister of Railways and 
Canals. The material proved too voluminous for publication but 
will be filed with the records of the Commission, and selections 
from the material are being published as an Appendix, Railway 
Freight Rates in Canada (mimeographed). 


CHAPTER | 


THE FREIGHT RATE STRUCTURE 


The Commission has been in receipt of numerous 
representations in which regional or provincial 
complaints about freight rates, on grounds of 
discrimination or undue preference, have been 
voiced. 


In keeping with our reasons, already stated, for 
regarding railway questions which impinge upon 
Dominion-provincial relations as coming within our 
terms of reference, we deem it expedient to give 
consideration to some general aspects of the ques- 
tion of public control of railway rate-making—a 
matter which has been a fruitful cause of trouble 
between regions and between provinces and the 
Dominion for at least the past sixty years.1 


The Order in Council of June 6, 1925.—It is not 
necessary, in considering the historical aspects of 
the question, to go further back than 1925. It was 
in that year, June 5, that the Dominion Govern- 
ment passed an Order in Council requiring the 


Board of Railway Commissioners to make a full 


and complete investigation into the freight rate 
structure of the railways... When the Board of 
Railway Commissioners entered upon this task 
it had (with one exception) complete control over 
rates in Canada, subject to an appeal on points of 
law to the Supreme Court and an appeal on merits 
to the Governor in Council. The exception was 
the statutory provision that the eastbound grain 
and flour rates embodied in the Crow’s Nest Pass 
Agreement of 1897 should be continued and applied 
to the entire prairie area. 


This provision was the continuing remnant of 
the extensive agreement of 1897 between the 
Dominion Government and the Canadian Pacific 
Railway. Between those who thought the Crow’s 
Nest Pass Agreement Act (which antedated the Bill 
creating the Board of Railway Commissioners by 
six years) should be repealed, leaving freight rates 
in the West to be fixed by the railways subject to 
appeals to the Board, and those who held that 
these rates should be continued as a protection to 


1For a general discussion of the right of a province or 
a region in Canada to make a claim in respect of federal policies 
see he ne F, Chap, I, “Compensation for the Adverse Effects of 
Federal Policies”. 


an area which was not favoured with water com- 
petition, a conflict began in 1922 which was fought 
out in special Parliamentary committees, in cases 
before the Board of Railway Commissioners, in 
references to the Supreme Court, in appeals to the 
Governor in Council and in Parliament itself. In 
the result, the principle that it was proper for 
Parliament to put statutory limits to the powers 
of the Railway Commission was clearly established 
by the retention in the Order in Council of June 5, 
1925, of the grain and flour provisions of the 
Crow’s Nest Pass Agreement. Again in 1927 there 
was a further exercise by Parliament of its power 
to fix maximum rates in the passage of the Mari- 
time Freight Rates Act. 


The present situation as to rate-making is there- 
fore this: The railways are free to make such rates 
as the Board of Transport Commissioners (which 
is the successor of the Board of Railway Commis- 
sioners) will approve subject to the power of 
Parliament to fix limits within which both the 
railways and the Board must exercise their powers. 
But the Board, in its supervision of rates, is under 
obligation to observe the principles of rate-making 
laid down in the declaration of policy contained in 
Order in Council P.C. 886 of 1925, part of whick 
reads as follows:— 


“The Committee are of the opinion that the policy 
of equalization of freight rates should be recognized 
to the fullest possible extent as being the only means 
of dealing equitably with all parts of Canada and as 
being the method best calculated to facilitate the 
interchange of commodities between the various 
portions of the Dominion, as well as the encourage- 
ment of industry and agriculture and the development 
of export trade.” 


Again :— 

“The Committee are further of the opinion that as 
the production and export of grain and flour forms 
one of the chief assets of the Dominion, and in order 
to encourage the further development of the great 
grain growing provinces of the West, on which 
development the future of Canada in large measure 
depends, it is desirable that the maximum cost of 
the transportation of these products should be deter- 
mined and known, and therefore are of opinion 
that the maximum established for rates on grain and 
flour, as at present in force under the Crow’s Nest 
Pass Agreement, should not be exceeded.” 
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The next paragraph of the Order instructs the 
Board that its power, except for the Crowsnest 
Pass rates, is “unfettered by any limitation”. The 
order proceeds:— 

“The Committee therefore advise that the Board 
be directed to make a thorough investigation of the 
rate structures of railways and railway companies 
subject to the jurisdiction of Parliament, with a view 
to the establishment of a fair and reasonable rate 
structure, which will, under substantially similar 
circumstances and conditions, be equal in its applica- 
tion to all persons and localities, so as to permit of 
the freest possible interchange of commodities between 
the various provinces and territories of the Dominion 
and the expansion of its trade, both foreign and 
domestic, having due regard to the needs of its 
agricultural and other basic industries. .. .” 


Summary of Representations—The representa- 
tions bearing upon these matters made to us may 
be thus summarized:— 


The Transportation Commission of the Mari- 
time Board of Trade,2 speaking as representative 
of the interests of the three Maritime Provinces 
and with the approval of the governments of these 
provinces, raised an important and difficult question 
with respect to the effect of the reduction of freight 
rates made by the railways in Central Canada to 
meet truck competition. It was claimed that the 
20 ver cent differential in freight rates granted to 
the Maritime Provinces under the Maritime Freight 
Rates Act had been nullified by these reductions. 
The suggestion was therefore made that the differ- 
ential should be restored by a new adjustment; 
and that adjustments should continue to be made 
whenever necessary to maintain the relationship. 
This is discussed later in this chapter. 

The Nova Scotia Government in its brief? also 
referred to this partial breakdown of the benefits 
conferred by the Maritime Freight Rates Act and 
stated that if the present conditions are to continue 
“then certainly some compensation must be made 
to the people of the Maritime Provinces.” 


The representations of the Ontario Government 
were not with respect to freight rates in the Prov- 
ince of Ontario. The freight rate structure of 
Western Canada was criticized on the ground that 
it was too low. Premier Hepburn said that grain 
rates in the West were 9 cents per bushel lower 
than comparable rates in the United States. “I 
shall not attempt”, he said, “to compute the ‘excess’ 
burden shouldered by the people of the eastern 


2Ex. 366, Brief of Transportation Commission, Maritime 
Board of Trade. 

3 Ex. 140, Brief of N.S., pp. 104-5; see also Ex. 357, Brief of 
N.B., pp. 55-59. 


provinces as a consequence of what I am told are 
the world’s lowest per mile rates on wheat, but 
multiplying the number of bushels of wheat 
exported (in even a bad year) by nine cents gives 
promise of being a substantial sum.” A request 
was made for a statement by this Commission of 
“the distribution of federal expenditures for rail- 
ways on a per capita basis by provinces.”4 The 
share of each province in payments to meet the 
Canadian National deficit was computed in the 
brief on the basis of traffic originating in the prov- 
ince, which made Ontario’s share in 1936-37 30 per 
cent as against 31 per cent for the Prairies. 


The Saskatchewan Government, in its submis- 
sion to the Commission,® made a detailed survey of 
freight rates to show not only that the Prairie rate 
structure was higher than the Eastern rate structure 
but that terminal and other classes of rates bore 
heavily upon the Province. The Saskatchewan 
Government referred with approval to the sugges- 
tion in the Report of the Duncan Commission that 
the jurisdiction of the Railway Board be enlarged 
permitting, in the words of submission, the Board 
in regulating freight rates to “deal with broader 
aspects than the mere question of the reasonable- 
ness of the rate charged for a particular service... 
and questions of unjust discrimination and undue 
preference”; and suggested that these recommenda- 
tions be studied as a means of securing the adjust- 
ment of rates on a more equitable basis. ‘The 
west”, it declared, ‘can no longer pay . . . higher 
transportation charges.” 


Several briefs dealing with freight rates were sub- 
mitted to the Commission in Alberta. Their com- 
mon burden was that Alberta is at the apex of the 
transcontinental freight rate structure and that in 
every classification and division of rates Alberta 
pays the topmost charge. “ Alberta must sell the 
bulk of its agricultural products in world markets at 
world prices less transportation costs, and must buy 
the bulk of its purchases within Canada at prices 
: to which must be added the cost of long- 
haul transportation under a varying schedule that 
reaches its peak on shipments to Alberta.”” <A 
grievance of Alberta which was specially stressed is 
that through rates to Vancouver—put in operation 


4x. 296, 297, Brief of Ont., Pt. I, p. 28; Pt. II, p. 20. 

5 Wx, 34, Brief of Sask., pp. 203-223. In the presentation of 
the Transportation Commission of the Maritime Board of Trade at 
Fredericton the suggestion by the Saskatchewan Government was 
referred to and strongly seconded, both in the submitted brief and 
in the supporting argument, Ex. 366; Ev. pp. 8886, 8887. 

7 Ex. 236, Brief of the Edmonton Chamber of Commerce, 
p. 29. See also Ex. 242, Brief of Alta. Assoc. of Municipal 
Districts; Ex. 255, Brief of United Farmers of Alta.; Ex. 257, 
Brief of Alta. C.C.F. Clubs. 


by the railways to meet water competition via the 
Panama canal—enable goods in certain cases to be 
shipped by rail to Vancouver and back into Alberta 
more cheaply than they can be shipped direct. Much 
attention was paid in these briefs to the “ Spokane 
Decision ” of the Interstate Commerce Commission 
under which intermediate points (Spokane, for 
example, in relation to Seattle) were not to be 
charged rates higher than their fair proportion of 
through rates without the permission of the Com- 
mission. The submissions in Alberta called for 
relief from so-called high rates and from rates which 
appeared to the witnesses to be discriminatory and 
indefensible. 

The British Columbia submission’ presented 
other aspects of the same rate problem. The com- 
plaint most strongly voiced in the brief presented 
by the Government was that freight rates on goods 
brought in from Eastern Canada—under compul- 
sion because of the tariffi—were higher than the 
rates on bulk goods shipped from British Columbia 
to markets in Eastern Canada, though there was no 
corresponding difference in haulage costs. This it 
was asserted was a discrimination against British 
Columbia consumers. “On the surface,” it is 
stated in the brief, “ this situation is apparently 
inequitable, since for almost similar services per- 
formed very dissimilar freight tolls are exacted. 
The principle of charging what the traffic will bear 
has an inherent spirit of discrimination, at least 
when applied to whole areas. Primary producing 
regions selling a comparatively low value product 
are compelled to pay the relatively high freight 
tolls; while, on the other hand, secondary producing 
areas receiving revenue from their comparatively 
high value products pay the relatively low freight 
tolls.” Comparative regional rates are quoted to 
show that they are higher than rates on similar 
articles for similar distances in the Ontario-Quebec 
district; and it is denied that these are related to 
costs of operation. A special protest was made 
against the high rate on grain shipped to Vancouver 
for local consumption in comparison with the export 
rate. 


Ontario Representations.—The Ontario represen- 
tation, it will be seen, differed in content and 
direction from the representations made by other 
provinces in that it did not make specific observa- 
tions suggesting reduction in the rates in the area 
for which it spoke. It was largely directed toward 
suggesting that the Western Provinces, which com- 


8 Ex. 172, Brief of B.C., pp. 299-301. 
9 Ex. 296, p. 28; Ex. 297, p. 20. 
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plained of high rates, were in fact the recipients of 
unusually favourable treatment in the existing 
freight rate structure to the disadvantage of other 
areas. We propose to deal with these observations 
before proceeding to a discussion of the other sub- 
missions which raise questions of general rate 
policy affecting the whole Dominion. 

Among the Ontario suggestions was one that the 
distribution of federal expenditures for railways on 
a per capita basis by provinces should be ascer- 
tained. This information is in part supplied by 
Mr. R. A. C. Henry in a study prepared by him for 
the research staff of the Commission. The follow- 
ing table gives a summary of the cost of railway 
facilities, in respect of which the Dominion has 
assumed financial responsibility either as public 
works or by reason of ownership through stock 
control, allocated by regions as at the end of 1936: 


Cost Per Capita 
Maritimesint.). S31f20 0% $162,414,000 $158 
MEDS Oa Vicente tan, 291,891,000 94 
Ontario) ii) nae 653,425,000. 177 
Praises ntti Rates 408,426,000 169 
British Columbia .... 166,453,000 222 


The tabulation indicates how valueless calcula- 
tions of this kind are in any attempt to allot 
responsibility to regions for their supposed contri- 
bution to over-investment in railway facilities. To 
sort out instances of sectional extravagance from 
the mass picture of nation-wide over-expansion 
would be a difficult if not impossible task; and 
instead of attempting it we prefer to associate our- 
selves with an observation on this aspect of the 
transportation problem made by an earlier Royal 
Commission, under the chairmanship of Sir Thomas 
White:— 

“As some reference has been made to the vast 
sums expended by the Dominion or by Government- 
controlled railway systems upon the construction of 
transcontinental lines and local branch lines in the 
Western Provinces it seems desirable to point out 
that such expenditure was regarded as essential by 
the various governments of the Dominion in pursu- 
ance of the policy of promoting settlement as 
rapidly as possible in those extensive areas in the 
interest not alone of the Western Provinces but of all 
the Provinces of Canada. The express purpose of 
Confederation was to bind together the seattered 
Provinces and territories of British North America as 
a national and economic unit capable of unlimited 
growth and development to the benefit and advantage 
of all its inhabitants. For the realization of this 
great undertaking in nation-building the construction 
of transcontinental railways linking together east and 
west was a paramount necessity. It is not too much 
to say that the policies of all Dominion Governments 
during the fifty years following Confederation were 
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directed to this end. The various forms of public 
assistance given in promoting the construction of the 
Canadian Pacific, the Canadian Northern and the 
Grand Trunk Pacific Railway systems and the con- 
struction by the Government of the Intercolonial and 
the eastern section of the National Transcontinental 
System were all motivated by this policy. That we 
have built in excess of our real transportation require- 
ments is undoubtedly true and that Dominion Gov- 
ernments or Dominion-owned railway systems in 
respect of the construction or acquisition and better- 
ment of local lines in various provinces (including the 
Maritimes) have had regard to local conditions or 
local benefit is also true but the latter action was not 
exclusively taken in the case of the Western Provinces 
and the former with the object of benefiting all parts 
of the Dominion. It must also be remembered that 
hand in hand with our railway development, has gone 
the development, at the general expense of the 
Dominion, of our ports and harbours on the Atlantic 
and Pacific Coasts. This development although in its 
physical aspect confined locally to British Columbia 
and the Maritime Provinces has enured like that of 
our railway systems to the benefit and advantage of 
all Provinces of Canada and not exclusively to those 
in which it has actually taken place.”1° 
There is also in the Ontario submission the some- 
what definite statement that an excess burden has 
to be shouldered by the Eastern Provinces because 
of the Western rates on grain and the suggestion 
that this burden can be computed by “ multiplying 
the number of bushels of wheat exported by nine 
cents per bushel,”11 which would run into a large 
sum of money even in a year of limited export. 
The figure, nine cents, represents what the railways 
claimed was the difference between United States 
and Canadian rates on wheat. This was an ex parte 
statement recently made by them as a justification 
of rates on petroleum products which were admit- 
tedly higher in Western Canada than the rates in 
the adjoining states.* As this supposition, that the 
rates on wheat in Western Canada are unremu- 
nerative and therefore a large contributing factor 
in the difficulties of the railways, constantly finds 
expression in the discussion of the railway question, 
the Commission, without undertaking to express an 
opinion, thinks it desirable to draw attention to the 
statements available in the records bearing upon 
this point, which tend to show that this is an open 
question upon which a variety of views may be 
held. 
In the 1921-22 freight rates investigation and 
again in the General Freight Rates Inquiry, 1925- 
27, counsel for the Prairie Provinces sought to 


10 Report of the Royal Commission on Financial Arrange- 
re between the Dominion and the Maritime Provinces, 1935, 


11 Ex, 296, Brief of Ont., Part I, p. 28. 
* Tid. 


prove by analysis of the statistical material sub- 
mitted by the railways and by examination of their 
expert witnesses, that in the preceding years—which 
were years of large grain movements—the railway 
earnings on their Western lines, largely arising from 
the carrying of wheat, made much the greatest con- 
tribution to the gross operating income of the rail- 
ways. The heart of the argument was that, while 
the rates were undeniably low, the movement of 
the grain in train loads over relatively long hauls 
with resulting cheapness of operation, netted sub- 
stantial profits. It was contended that the American 
rates, cited by the railways, were for shorter hauls 
and a smaller volume of freight than those that 
prevailed in the Canadian West. A summary of 
this evidence showing comparative earnings and 
operating expenses for a period of years was sub- 
mitted to this Commission by the Saskatchewan 
Government in its brief.12 Counsel for Manitoba 
in the General Freight Rates Inquiry of 1925-27 in 
presenting his case to the Board, urged it to make 
a finding on the profitability or otherwise of these 
statutory rates on wheat. His argument was that, 
since the earnings of the Western lines were high, 
it followed that the grain rates were profitable or 
alternatively that the rates on other commodities 
were unduly high since they more than made up 
the loss.13 

No formal finding was made; but there were 
references to the question by two of the Commis- 
sioners. Deputy Chief Commissioner Vien gave it 
as his opinion that “no accurate and definite con- 
clusion can be drawn from the information on the 
record as to the actual cost of moving grain in 
trainload lots from Armstrong to Quebec ”—an 
opinion equally applicable to the moving of grain 
in the West. He quoted the statement of Mr. 
E. E. Lloyd, a Canadian Pacific Railway official, 
who gave evidence about earnings and rates, that 
“T do not know what the cost of handling grain 
is.’ Commissioner Oliver discussed the question at 
length. After a summary of the inferences to be 
drawn from the material produced he said: “ It 
was also shown that the net returns were higher 
in the years of largest crop. In view of these facts 
it does not seem possible to accept as proven the 


12 Ex, 34, Brief of Sask., pp. 211, 212. 

18“T am going to ask the Board, if they will, to make a 
finding with respect to the profitable nature of the grain traffic. 
So long as it is left in the realm of speculation you will have the 
large amount of propaganda which has gone over this country, 
contributed to by the railways. I think, on the material before 
the Board, that that question ought to be settled... It seems 
to me essential to decide whether or not these grain rates do or 
do not pay because if they do I say we are entitled to considera- 
tion of some other rates.” (From argument of H. J. Symington, 
K.C., counsel for Manitoba, April 6. 1927, proceedings of Board 
of Railway Commissioners in General Freight Rates Inauiry.) 


first contention of the railways that the present 
grain rates are in themselves unprofitable.’’14 
Commissioner Oliver also discussed at some length 
the argument that since the grain rates in the 
Western states were higher than those in 
Western Canada the latter must be unduly low; 
and reached the conclusion that this inference 
was unwarranted. His opinion was that the United 
States Interstate Commerce Commission in an 
effort to put the American railways in a position to 
earn 54 per cent on their capital investment, recog- 
nized as reasonable by Congress, had “laid an 
undue share of the burden of general transportation 
costs on the basic product of grain.’’15 

The record, thus summarized, leaves the question 
as to the profitability or otherwise of the grain rates 
undecided. This is not desirable if the charge of 
unprofitability is to be constantly made in discus- 
sions dealing either with the general railway 
problem or with the consideration of charges of 
discrimination as between regions. An examination 
of these conditions and a definite finding would be 
a contribution of value to the processes of adjust- 
ment; but upon the evidence available to us we 
cannot make such a finding. 


Submissions on Behalf of the Maritime Prov- 
inces.—The other representations made in provin- 
cial submissions are illustrations of the difficulties and 
apparent inequalities that result from the competi- 
tion of other forms of transportation with the rail- 
ways. The Maritime complaint which we have sum- 
marized above arises from the unsettlement of the 
relationship, which had been established between 
Maritime and Central Canadian rates by the Mari- 
time Freight Rates Act, through the necessity with 
which the railways were faced of either meeting the 
competition of trucks in the central area or 
abandoning to them a considerable share of their 
business in that area. This is an illustration of the 
effect which the development of trucking competi- 
tion in particular areas can have upon the whole 
freight rate structure of Canada. The effect, if the 
railways decide to meet the competition, is to 
increase the rate differential between various regions 
thus checking or even reversing the present trend 
toward equalization. For the Maritime Provinces 
such results are especially unfortunate since they 
affect adversely the differentials established by the 
Maritime Freight Rates Act. The remedy sug- 
gested in submissions made to us on behalf of the 


14 Judgments and Orders of Board of Railway Commissioners, 
Vol. XVII, p. 131 at pp. 198, 248. 


15 Tbid., p. 250. 
8336—13 
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Maritime Provinces! is maintenance of the differ- 
entials fixed in the case of railways no matter what 
form the competition takes or what the conse- 
quences to the railway may be; but there is recogni- 
tion of the difficulty of doing this in the absence of 
some measure of federal control over alternative 
systems of transportation. 


We find ourselves unable to accept the argument 
that, in the circumstances now existing, a railway 
rate differential in favour of a region must be 
maintained against all forms of competition and 
regardless of the costs of operation. This difficulty 
about the maintenance of these Maritime rates is 
a consequence of truck competition and it can only 
be dealt with as part of the wider problems of 
transportation which are discussed in the following 
chapter. 


Saskatchewan Submission—The Saskatchewan 
submission17 is the restatement of a long-standing 
complaint of the Prairies—that the rates on freight 
in identical classifications differ between the West- 
ern and Central regions to the advantage of the 
latter. Whether or not this is a well-based com- 
plaint depends chiefly upon the answer to a question 
to which we have already given some attention. If 
grain which constitutes a high percentage of the 
freight moved by railways in the Western Provinces 
is carried at unremunerative rates the case, as set 
out in the Saskatchewan Brief, is obviously affected 
by that fact. A comment upon variations in 
regional rates due to differences in the character of 
the freight handled may be quoted:— : 


“Whilst it has not been possible to devise any 
suitable criteria with which to test the relative 
regional incidence of railway rates, because of lack 
of appropriate data, it may be said that the rates on 
primary products have been consistently low and con- 
sequently such as to promote rather than discourage 
regional development. It may also be said that there 
has been throughout Canada a tendency towards 
rate equalization in a downward direction under which 
many of the factors which were formerly considered - 
as justifying differences in rates are being disregarded. 
The possibility of a complete equalization in a down- 
ward direction of the higher class rates necessitating 
a higher level for rates applicable to primary products 
should not be overlooked. In this latter connection, 
it may be said with reasonable accuracy that the 
average revenue received per ton mile for the railway 
haulage of wheat is about one-half cent and, whilst 
the average haul is somewhat over seven hundred 
miles, the average revenue per ton mile is only about 
half that received for all railway traffic. The theory 


16 Hx, 366, Brief of the Transportation Commission, Maritime 
Board of Trade; Ex. 357, Brief of N.B., pp. 55-59; Ex. 140, Brief 
of N.S., pp. 100-105. 

7 x. 34, Brief of Sask., pp. 203-223. 
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upon which railway freight rates is based demands 
that consideration be given to the relation between 
low and high grade traffic, otherwise there would be 
no way of compensating for the failure of the low 
grade traffic to meet its full share of the cost of the 
whole service rendered. In other words a region 
whose traffic consisted of a large percentage of low- 
grade traffic moving at very low rates, and small 
percentage of high-grade traffic ought to expect to be 
charged a relatively higher rate on the small per- 
centage of high-grade traffic than a region where the 
high- and low-grade traffic maintained an even 
balance.’’18 


This opinion gives support to the contention 
made to us, to which attention will later be drawn, 
that for rates on low-grade freight, where these 
are not remunerative, the railways must either make 
up the losses by steeper rates on freight in the 
higher classifications or look to the public treasury 
for compensation. 


Alberta Submissions——The various representa- 
tions from organizations in Alberta,19 in addition 
to embodying a complaint as to higher local and 
distributing rates in Alberta than in the East, 
illustrate in particular the situation which was 
created for the railways by the water competition 
made possible by the construction of the Panama 
canal. To meet this competition the railways 
lowered their through transcontinental rates to hold 
the volume of traffic which they regarded as essen- 
tial. It then became necessary for the railways to 
decide whether they should make the rates to inter- 
mediate points a proportion of the through rate as 
determined by water competition, or should fix 
these intermediate rates in the traditional manner 
having regard to the value of the service rendered 
and what the traffic would bear. The decision was 
in favour of the latter course and there resulted 
divergencies in charges from the East upon identical 
classes of freight to points in Alberta and to the 
terminals at the Pacific ports. These were drawn 
to our attention in the Brief and in the Evidence 
submitted by the Edmonton Chamber of Com- 
merce, the most striking being the variation in the 
charges on a car of canned tomatoes from Aylmer, 
Ontario, to Edmonton, 2,200 miles, $1,038; to Van- 
couver, 2,900 miles, $450.29 The rates to Alberta 
in some cases, it was represented, were determined 
on the basis of the through-rate to Vancouver and 
the local rate from that port to Alberta points. It 


18 From a Memorandum prepared for the information of the 
research staff of the Commission by Mr. R. A. C. Henry, para. 649. 
19 Hx. 236, Brief of Edmonton Chamber of Commerce; Ex. 
242, Brief of Municipal Districts of Alberta; Ex. 255, Brief of 
United Farmers of Alberta; Ex. 257, Brief of Alta. C.C.F. Clubs. 
20 Kv. p. 6055. 


was stated that Alberta is at the apex of Canada’s 
freight structure and suffers in special degree from 
these variations in rates. These submissions, the 
Edmonton Chamber of Commerce took care to 
explain, were not in the nature of an appeal to the 
Commission for remedial recommendations but to 
indicate that there was from this cause an increase 
in living costs which bore heavily upon a pioneer 
economy.21 The suggestion was made that the 
situation might be met by the adoption by Canada 
of what is known in the United States as the 
“Spokane rate ’—a ruling of the Interstate Com- 
merce Commission that, without its special permis- 
sion, no railway freight rate to intermediate points 
shall be higher than the rate to the terminal point. 
“Tf the principle of the Spokane Rate Case 

were in force in Canada its effect on Alberta’s 
position within the Dominion would be 
tremendous.”22 No evidence, however, was laid 
before us that any application has ever been made 
to the Board of Transport Commissioners that 
something analogous to the Spokane rate should 
be incorporated in the Canadian freight rate struc- 
ture and this body alone would have the full 
authority to hear the argument and render a bind- 
ing judgment; and this Commission is unable to 
go beyond taking note of this suggestion. 


British Columbia Submission—The British 
Columbia submission23 raises practically all the 
questions which arise in Canada from freight rate 
differentials and the distribution of rates on the 
basis of the present classification. It shows as well 
that the customs tariff is a factor in rate-making 
by protecting freight rates as well as manufacturing 
costs. “It is claimed,” says the Brief (p. 313), 
“that the consumers of British Columbia are penal- 
ized not only because of geographical conditions 
but because of the freight rate structure of the 
Canadian railway system.” A “ freight rate struc- 
ture . . . based on the principle of what the 
traffic will bear, works a hardship upon British 
Columbia because of our economy here.”24 These 
complaints, however, do not require special discus- 
sion here; they are considered along with general 
complaints in the following paragraphs. 


The Nature and Control of the Present Freight 
Rates Structure—The pressures and necessities 
which have fashioned the traditional freight rate 
structure, with its variations in charges determined 


21 Ky. p. 6064. 

22 Hx. 236, Brief of Edmonton Chamber of Commerce, p. 30. 
23 Hx. 172, Brief of B.C., pp. 289-314. 

24 Kv. p. 5176. 


by a complexity of causes of which actual cost of 
movement is often only of minor significance, have 
been frequently discussed.25 But this structure, 
in itself seemingly anarchic to those who see no 
reason why rates should not be fixed on simple 
considerations of mileage and expense of handling, 
could only be maintained with rigid uniformity in 
territory where a virtual monopoly of transporta- 
tion by railways is possible. Such a monopoly 
does not exist in Canada. Wherever there are alter- 
native means of transportation by water or truck 
or airplane, the railways are faced with a choice 
between meeting the competition or abandoning 
the traffic. Moreover, the railways must always be 
mindful of their balance sheets and must as a 
minimum seek to meet operating expenses. In 
consequence of adjusting the rate structure to meet 
both the revenue needs of the railways and the 
competition offered by other systems of transporta- 
tion apparent inequalities and injustices have 
arisen. 


The result of these conflicting pressures is to be 
seen in the bewildering conglomeration of rates 
which comprise the freight rate structure of Canada. 
In fact, it is not haphazard. It has been built up 
in conformity with the Railway Act’s provisions 
under the constant supervision of the Board of 
Railway Commissioners which has never lacked the 
services of able men and a staff of competent 
experts. 

Study of the judgments which the Board has 
delivered down the years shows clearly that the 
complaints lodged with our Commission are of long- 
standing. Most of them have been passed upon by 
the Board of Railway Commissioners, and, indeed, 
many of them have been gone over again and again 
in the Board’s judgments. A brief summary of the 


25 A summary of the problems involved in such rate making 
is given by Prof. W. T. Jackman in his Economics of Transporta- 
tion, pp. 135, 186 in these terms: “If the cost of service were the 
most prominent element in the determination of rates many of 
the most important articles or commodities would not be able to 
move more than a few miles from the place of production. . .. It 
costs as much to transport a ton of textiles (cottons, woollens, or 
silks) as a ton of stone or cement; but if the latter had to pay 
according to the cost of service they would not move very far 
from the quarry or the manufacturing plant, while if the former 
were charged upon that basis the cost of movement would be an 
almost imperceptible addition to the price of the product. Instead 
of making rates on this basis, which would hinder the movement 
of commodities, rates have been made according to what the traffic 
can bear and the commodities of low value in proportion to bulk 
or weight will pay only such a low rate as they can stand, and 
the commodities of high value in proportion to bulk or weight will 
be charged a rate which is much higher but which they can stand 
because of their greater value. ... The railway establishes a 
rate which will move the traffic; the higher-class traffic will 
pay the more because it can bear the heavier charge, and the 
ower-class traffic because of its lower value will have the burden 
adjusted accordingly. It would be impossible for a railway to 
operate on the basis of rates made for none but low-grade com- 
modities, since it would not have enough revenue to meet all its 
requirements. .. .” 
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Board’s rulings on the issues raised by the com- 
plainants will indicate why remedial action in the 
form of a technically complete equalization of rates 
has not been considered either desirable or attain- 
able. 

The Board of Railway Commissioners is purely 
a regulatory body. The powers conferred upon the 
Board are regulative and not managerial. “It is not 
the Board’s function, as delegated by Parliament, 
to make rates -but to deal with the reason- 
ableness of rates either on complaint or of its own 
motion.”26 The Board has power to see that there 
is equality of tolls and facilities under substantially 
similar circumstances and conditions and that there 
is no unjust discrimination or undue or unfair 
preference as between persons or places. The dis- 
cretion of the Board to decide what are substantially 
similar circumstances and conditions is unrestricted. 
In practice the Board has chosen to deal with each 
complaint of discrimination on its merits, Applica- 
tion of a general formula to all cases has not been 
thought practicable. While the railways determine 
their rates (the Board has no power to initiate 
rates) the Board must authorize all rates before 
they come into force. The railways are the judges 
as to where and how competition is to be met; they 
may, between specified points, lower rates below 
the level approved by the Board. The railways 
may do so for reasons of water or other competition, 
the promotion of trade, or the development of the 
general business of an area; and they may do so 
without lowering the general level of rates or the. 
rates between intermediate points. Once a com- 
petitive rate has been put in, the Board may 
equalize competitive rates to other points. This was 
done, for example, in the one cent rate on wheat 
from Quebec eastward. The Board made the rate 
equal to both Maritime ports.27 Whether such a 
reduction in rates by the railways is or is not dis- 
criminatory would be for the Board to decide, but 
it is to be noted that the Board, unlike the Inter- 
state Commerce Commission of the United States, 
has no control over minimum rates. Its control is 
restricted to the maximum that the railways may 
charge. The Board has no power to act as an 
arbiter concerning industrial and commercial policy. 
If the Western farmers are suffering because of the 
low price of wheat and, in their view, the high price 
of manufactured goods, the Board has no power to 
adjust freight rates to moderate these conditions. 
Nor can the Board make rates to offset the incidence 


2613 C.R.C., p. 178. 
27 Judgments and Orders of the Board of Railway Commis- 
stoners, Vol. XX, p. 236 
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of public policy in one or other sections of the 
country. Rates to benefit producers here or there; 
rates to serve national or patriotic purposes; rates 
to promote new industries—all rates of these kinds 
must be initiated, if at all, by the railways them- 
selves or by statute. Only if questions arise as to 
their fairness, can the Board intervene. It is con- 
cerned, in a word, with the reasonableness of rates 
and with questions of discrimination and preference. 


Most of the complaints made to this Commission 
have to do with discrimination. In this regard the 
Board of Railway Commissioners has said:— 


“The Railway Act authorizes and justifies 
discrimination. It is only an undue, unfair or unjust 
discrimination that the law is aimed against.”?8 

“ Discrimination may or may not fall within the 
provisions of the Act” [Railway Act]. “ The Act, as 
it has always been interpreted by the Board, only 
forbids discrimination when it is undue or unreason- 
able.’’29 

“Mere mileage comparisons do not afford criteria of 
discrimination, but all facts material must be given 
weight. In other words, under the body of regulation 
which is developed under the Railway Act, mileage is 
not a rigid yardstick of discrimination; discrimination, 
in the sense in which it is forbidden by the Railway 
Act, is a matter of fact to be determined by the 
Board.’30 

“A mere comparison of distances without con- 
sideration of the peculiar circumstances affecting the 
traffic is not the final criterion of discrimination.”?1 

“ As the result of various freight rate investigations 
by the Board, particularly the Western Rates Case 
in 1914; re Freight Tolls, 1922; and the General 
Freight Rates Investigation, in respect to which Judg- 
ment issued in September, 1927, it is a matter of 
general knowledge that there are differences in the 
rates on the same traffic for similar distances in 
different parts of the country, and that this does not 
constitute unjust discrimination of the character for- 
bidden by the Railway Act.’32 


Numerous other citations upon this point could 
be given. 

The Board’s rulings on cases dealing with water 
competition, which have particular relation to the 
Alberta complaints, are equally clear:— 


“The Railway Act contains specific provisions 
authorizing a reduced charge on traffic handled to 
meet competitive conditions without necessitating 
corresponding reduction in normal rates, and it has 
been held in numerous decisions of the Board that 


7811 C.R.C., 375. 
7918 C.R.C., 424. 


30 Judgments, Orders, Regulations and Rulings of the Board 
of Railway Commissioners for Canada, Vol. XII, p. 73. 


81 Tbid., Vol. XVIII, p. 457. 
82 Thid., Vol. XVII, p. 564. 


comparison as between competitive rates and normal 
rates is no evidence of the unreasonableness of normal 
rates per se.’”’38 

“So far as water competition is concerned it has 
been recognized over and over again in various 
decisions of this Board that the extent to which water 
competition shall be met is in the discretion of the 
railway. The Board has also held that it is not the 
privilege of the shipper to demand less than normal 
rates because of such competition, unless the railway, 
in its own interest, chooses to meet it. This principle 
of water competition has also been recognized prac- 
tically by all rate-regulating commissions.”34 


The question of export rates and domestic rates 
which is raised by complaints from British Colum- 
bia was dealt with by the Railway Commission in 
a judgment issued January 3, 1935. The existing 
rate structure was confirmed and the past decisions 
of the Board on the point in issue were reviewed :— 


“Commenting very briefly on the broad question of 
import or export rates lower than the domestic rates, 
it may be stated that the rate structure has always 
recognized such a condition, and the Board has also 
approved of it as being, under certain circumstances, 
a proper one, not contrary to the provisions of the 
Railway Act. In many decisions of the Board, the 
carriers have been required to establish import and 
export rates lower than governing when the same 
traffic is moving locally between the same points in 
Canada, and the Board has stated, in many decisions, 
that an import rate is in no sense a necessary measure 
of the reasonableness of the domestic rate, or proving 
that unjust discrimination exists. Such rates are but 
proportions of through tolls governing on the traffic 
from point of origin to final destination. Further, 
import, as well as export, traffic is subject to port 
competition.”35 


On the point specifically raised in the British 
Columbia submission objecting to rates on grain 
from the Prairies to the Coast being higher than 
rates on grain for export, the Board has made find- 
ings on more than one occasion. One such judg- 
ment is in these terms:— 


“ Application was made on behalf of British Colum- 
bia that the domestic grain rate to Vancouver be 
lowered to an export basis. This was urged partly on 
the ground that it costs no more to move the one class 
of grain than the other, and an improper discrimina- 
tion is set up by reason of such difference, and by a 
comparison of grain rates elsewhere. 

“The first contention altogether disregards the 
reasons lying at the basis of export rates, and ignores 
also the primary test of domestic rates; which is, 
whether the rate be reasonable and fair. It is not 
intended to repeat any more fully the arguments 
justifying an export basis lower than that accorded 


83 Tbid., Vol. XV, p. 49. 
84 Tbid., Vol. X XI, p. 282. 
85 Thid., Vol. XXI, p. 10. 


to domestic traffic further than to say that the former 

is simply part of a through rate, and it is thoroughly 

justifiable from that standpoint. It does not compete 

with grain transported for domestic purposes and con- 

sequently no comparison between the two rates is 

properly drawn.”36 

These are some of the judgments which apply 
with respect to the specific complaints submitted to 
the Board, but the Commission, while declining to 
embark upon any scrutiny of these cases both on 
the ground of lack of knowledge and of authority, 
has thought it not beyond the scope of its duties to 
consider what contribution these disputes about rail- 
way rates make to friction between the Dominion 
and the provinces and whether the tendency of our 
national rate policy is to moderate or increase this 
friction. That policy is defined in the Order in 
Council of 1925 as one “ of equalization of freight 
rates to the furthest possible extent as being the 
only means of dealing equitably with all parts of 
Canada.” Is progress being made toward the fulfil- 
ment of the purpose thus avowed? Upon this point 
the Commission has had the benefit of extensive 
studies by members of its research staff; and there 
is agreement in their conclusions that despite very 
special difficulties due to conditions of geography 
and terrain the tendency of rate making has been 
and still is to lessen the regional differences and, 
what is also very important, to keep for Canada a 
position of relatively low railway rates.37 

The movement has been toward a lessening of 
differentials which handicap regions. There was 
prepared for the information of the Commission a 
comparative statement in the most minute detail of 
maximum standard mileage rates for representative 
distances in the various rate territories and also 
“town tariff” and “distributing” class rates. 
These cover the whole period since the creation of 
the Board of Railway Commissioners (some of the 
comparative tables indeed going back to 1876) and 
in accompanying schedules there is a record of 
decisions by the Board.* Every fluctuation and 
change in the rates since 1903 is thus shown and, 
save for the War years, there is plainly a trend 
toward bringing about equalization throughout 
Canada.38 The summaries of the Board’s decisions 
show this to be a constant factor, restrained in its 
"86 Thid., Vol. XVII, p. 155. 

87 The only flagrant case of disturbing established differ- 
entials to the injury of a region was the equalizing of Maritime 
rates with those of the Central division in 1912. This was done 
by the management of a railway under government control against 
whose decision no appeal could be taken to the Board of Railway 
Commissioners, and this situation was subsequently righted by the 
Maritime Freight Rates Act, 1927. 


* See Appendix, Railway Freight Rates in Canada (mimeo- 


graphed). 
_ 88 Rates for the Maritime Provinces are admittedly excep- 
tional and covered by statutory provisions. 


197 


application, however, by the need for considering 
competitive influences and also by the variations in 
regional earning capacity due to the freight classi- 
fications. 


A set of diagrams prepared for the Commission 
to show mileage rates for various distances in all 
classes for the whole Dominion covering a long term 
of years, indicated in every case a drawing together 
of the regional rates in contrast with the wide spread 
of former years. The relation between the standard 
rates, first class, 400 miles distance, at present is: 
Central (Ontario and Quebec) basic; Maritimes 20 
per cent under; Prairies 26 per cent above; British 
Columbia 46 per cent above. For fifth class freight: 
Central basic; Maritimes 20 per cent under; 
Prairies 14 per cent above; British Columbia 32 per 
cent above. There are variations but they lie in 
the shelter of Board findings rendered in the light 
of rate-governing conditions. 


We draw attention to certain conclusions dealing 
with these matters reached by Dr. W. A. Mackin- 
tosh in his study entitled The Economic Back- 
ground of Dominion-Provincial Relations, which 
was prepared at the instance of this Commission 
and is published as an appendix:— 


“The outlines of the rate structure . . . have 
been profoundly modified by decisions of policy 
expressed in legislation or in orders of the Board of 
Railway Commissioners the direction of 
such policy has been unmistakable. It has been 
toward low rates on basic commodities—rates lower 
than comparable rates in the United States—and 
toward the reduction of regional differentials or in” 
the case of the Maritimes the restoration of favour- 
able differentials. From the time of the Crow’s Nest 
Pass Agreement down to the Maritime Freight Rates 
Act, policy, in the main, has moved in this direction. 
The result has been that transportation rates have 
been modified to the advantage of those regions least 
favoured by competitive influences. The chief, and 
important, exception was in the period 1913 to 1923 
when rate changes were distinctly adverse to the 
Maritime Provinces.” (Ch. VII, s. B.) 


Variations in regional freight rates Dr. Mackin- 
tosh believes cannot be entirely ironed out unless 
changes involving consequences of great moment 
are made. His conclusions in this respect are thus 
stated :— 

“Tf it is argued that it would be desirable that all 
regional differentials should be removed from railway 
rates, it is necessary to note that such a policy would 
involve the following accompaniments :— 

1. complete jurisdiction by a single authority over 
all alternative means of transportation, water, rail, 
road, and air; and 
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2. the raising of rates on basic commodities and of 
rates generally in the regions most subject to highway 
and water competition; or 


3. the meeting of a part of railway costs out of 
taxation through payment of railway deficits by 
government. 


The second is not possible without the first and if 
the first two are rejected, the third is very difficult to 
avoid.” (Ch. VII, s. B.) 


Whether either of these alternatives would serve 
the general public interests better than the existing 
system may be said to be highly doubtful. The 
attainment of the first would be difficult whether it 
should be sought by continuing agreement by ten 
governments or by an enlargement of Dominion 
jurisdiction. The second is, of course, attainable 
should it be decided after due inquiry that the 
burden of moving bulky basic commodities, essen- 
tial to the national commodity, at non-remunerative 
rates should be borne by the taxpayers instead of 
being placed, as at present, upon other classes of 
freight by means of higher rates. 


Proposal to Enlarge Powers of Board of Transport 
Commissioners—We have now dealt with all the 
submissions embodying freight rate complaints with 
one important exception. The Saskatchewan Gov- 
ernment, in its Brief, urged the study of the obser- 
vations by the Duncan Commission upon the powers 
of the Railway Board with accompanying sugges- 
tions as to their possible enlargement presumably 
in the hope that we would endorse the recommenda- 
tion made by that Commission.39 Our attention 
was also drawn to this matter by the Transportation 
Commission of the Maritime Board of Trade, which 
strongly urged our approval of the proposition.4° 
The recommendation of the Duncan Commission, 
if given effect, would have substantially altered the 
powers of the Board of Railway Commissioners. 
The Railway Commission, it is pointed out in the 
Report,41 “does not feel itself empowered to pass 
under its review, when appeals are made to it, the 
same wide range of business considerations which 
railway companies themselves can take into account 
in forming a judgment as to the extent to which 
they should develop trade and business.” While 
deprecating the view which had been presented to 
them that “ the railways should be operated to the 
advantage of the trader irrespective of the financial 
results to the railway” the Duncan Commission 


39 See “Scope of the Railway Commission’s Functions”, Sec- 
tion 12 of the Report of the Royal Commission on Maritime 
Claims, 1926. 


40 Hx, 366, pp. 18-20. 
*1 Report of Royal Commission on Maritime Claims, pp. 24, 25. 


goes on to say: ‘‘ On the other hand, from a public 
point of view, in return for the statutory and other 
public privileges which railway companies enjoy, it 
may not be unreasonable that there should be a 
responsible review of their policy (as interpreted in 
their rate structure) in its relation to the natural 
basic products of the country, and the development 
of these products and associated enterprises.” It 
therefore recommended that the Board of Railway 
Commissioners be given power in weighing an 
application involving the considerations suggested 
—the development of industries through rate ad- 
justments to overcome handicaps of geography and 
“ such reasonable compensation over all as to permit 
of a certain amount of trade development ”’—“ to 
order an accounting investigation at their own hand, 
into the incidence of the railway charge on the costs 
of production of the commodity, and its relation- 
ship to other costs, and to the general trading 
results of the interest involved.” 

Such a change in the powers and function of the 
Board of Transport Commissioners would give it 
managing powers of a kind which it has hitherto 
repudiated when urged to exercise them.42 

If the Board were given these powers to be exer- 
cised in the manner suggested, the Government of 
Canada would clearly be involved in responsibility 
for the financial consequences to the railways thus 
obliged, perhaps against their own judgment, to 
adopt policies designed for the development of par- 
ticular areas or special enterprises. ‘The recom- 
mendation, in the twelve years that have passed 


42 ||. while members of the Board may and do, as Canadians, 
sympathize with policies of economic development which may 
through increasing diversity lead to greater economic solidarity, 
it is not their general opinions but the powers conferred on them 
by the Railway Act which determine what they can do. Very 
wide powers, it is true, are given under the Railway Act; but 
the Railway Act is not to be construed as if it were a blank 
cheque to be filled in as members of the Board see fit. It is not 
the Board’s function, as delegated by Parliament, to make rates 
to develop business, but to deal with the reasonableness of rates 
either on complaint or of its own motion.” Vol. XV. Judgments, 
Orders, Regulations and Rulings of the Board of Railway Com- 
missioners for Canada, p. 203. 

It is no part of the obligations of the railways, under 
the Railway Act, to equalize costs of production through lowered 
rates so that all may compete on an even keel in the same market. 
This phase of the complaint fails.” Canadian Portland Cement 
Co. Ms Grand Trunk and Bay of Quinte Railway Cos., 9 C.R.C., 
p. 211 

s . Railways are not required by law, and cannot in justice 
be required, to equalize natural disadvantages such as location, 
cost of production, and the like.” Oanadian Oil Cos. v. Grand 
Trunk, Canadian Pacific, and Canadian Northern Ry. Cos., 12 
CRC., 356. 

A railway company is not called upon so to adjust its 
rates that the shipper will always be able to carry on his business 
at a profit. The rate is only one item in the shipper’s costs. The 
obligation of the railway company is to charge a reasonable rate. 
It is not called upon, through the reduction of the rate, to guar- 
antee that the business will be carried on at a profit. In other 
words, the needs of the business and the way in which it is 
carried on are not the measure of the reasonableness of the rate.” 
Western Retail Lumbermen’s Association v. Oanadian Pacifie, 
oro frefthers: and Grand Trunk Pacific Railway Cos., 20 

p. 15 


since it was made, has not been implemented, as 
the submission of the Maritime Transportation 
Commission points out, by any modification of the 
Railway Act in the direction suggested; and we do 
not feel that the public interest would be served 
were we to renew the suggestion that the power of 
the Board of Transport should be enlarged in these 
respects. 
* * * & 

The present balance of regional railway rates is 
the outcome of adjustments over a long term of 
years made voluntarily by the railways or under the 
direction of the Railway Board. The possibilities 
of this procedure are not exhausted. The review at 
intervals of the freight rate structure as it affects 
particular regions or the whole Dominion, has had 
useful results in adjusting revealed inequalities as 
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far as it is practicable to do so. This Commission 
makes no specific recommendation but it suggests, 
having regard to the length of time that has elapsed 
since the last general inquiry, the change in con- 
ditions due to the increased range and effectiveness 
of alternative means of transportation and the 
increasing signs of a revival of regional questioning 
as to the Justice of the existing structure, that the 
present might be an opportune time to have a 
review of the railway freight rate structure on a 
Dominion-wide scale. This would make it possible 
to deal with the rates for water-borne transport 
which is now to some extent under the Board of 
Transport Commissioners and would permit the 
governments who have made representations to us 
to present their claims for consideration to a 
qualified body having power to make appropriate 
awards. 


Cuapter [I 


THE PROBLEM OF RAILWAY AND HIGHWAY COMPETITION 


A problem of Dominion-provincial relationships, 
to which little attention was paid in the various 
submissions, but which grew in importance in the 
judgment of the Commission as it pursued its 
studies of the financial aspects of these relation- 
ships, is that arising from the situation which has 
been created by the emergence of the highway and 
the motor vehicle as a highly efficient agency of 
transportation. The absence of representations on 
this important matter can only be attributed ito 
failure to look beyond the advantages and benefits 
of these new forms of competition to their second- 
ary consequences in the field of Dominion and pro- 
vineial finance. The fact that as matters stand at 
present there is an almost complete division of 
jurisdiction has tended to blur considerations of 
foresighted prudence which might have come into 
play if these powers had been in a single hand. 

The problem stated in its briefest form is that an 
exclusive transportation system in the Dominion 
field established by expenditures almost astro- 
nomical in character has been effectively challenged 
by a newer method of transportation falling exclu- 
sively—or almost so—within the jurisdiction of the 
provinces, with a consequent possibility of great 
and increasing damage to the earlier system. The 
situation which has developed is that a Dominion 
Government investment of three billion dollars in 
railways, together with an investment of consider- 
ably over a billion in a privately-owned road, made 
originally on the assumption that railways would 
have a monopoly of land transportation, have now 
to face increasingly dangerous competition which 
not only divides tonnage but is destructive of the 
rate structure upon which the railways rely for 
their revenue. The provinces on their part are con- 
fronted by the need of revenue from road traffic 
sufficient to meet fixed and other charges on an 
investment already large and likely to increase at a 
minimum rate of $50 million per year.1 

The problem cannot be approached with any 
assurance that it can be dealt with successfully 
without widespread and well-informed recognition 
that it is one of major importance and that refusal 


1 Estimate by Mr. R. A. C. Henry in memorandum prepared 
for the Commission. 
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to deal with it or failure in an attempt to deal with 
it will have consequences, financial and _ political, 
dangerous alike to the Dominion and the provinces. 
Involving as it thus does both the Dominion and 
the provinces and having within it possibilities of 
so alarming a character, this question has engaged 
the most earnest attention of this Commission. 

We have been particularly charged with examin- 
ing the ways in which the cost of government may 
be increased by overlapping between governments. 
The most serious case of overlapping, and one 
which constitutes a menace to the financial solvency 
and to the economic well-being of Canada, lies in 
this field of transportation. We do not here allude 
to the expenditure incidental to the continued 
existence of two railway systems, for matters within 
the competence of a single government lie outside 
our terms of reference. We have in mind the fact 
that the provinces are now engaged in developing 
means of transportation which may destroy the 
possibility of solvent operation of the railways; and 
also that there is the likelihood that over-invest- 
ment in transportation facilities which, in the past, 
through too-lavish provision of railway facilities, 
imposed so heavy a burden upon the Canadian 
economy, may be duplicated, perhaps upon an 
enlarged scale, in the highway development now 
taking place. 

The basic problem is how to assure to the public 
a national transportation system in which all the 
parts will function smoothly in their proper sphere 
so as to furnish the best service at the lowest over- 
all cost. For the purposes of this discussion, how- 
ever, the rail-motor aspects of the whole problem of 
transport co-ordination are arbitrarily isolated and 
dealt with as a separate problem, despite a certain 
artificiality in this approach. 


JURISDICTION OvEeR TRANSPORTATION 


The railways of Canada with inconsiderable 
exceptions? are under the sole control of the 
federal authority. This condition has been brought 
about by the earlier exercise by the Dominion of 


2Exceptions: The Pacific and Great Eastern in British 
Columbia. The Temiskaming and Northern Ontario, seven small 
railways in various parts of Canada, and generally street rail- 
ways. 


its right under the British North America Act to 
declare works for the general advantage of Canada, 
and by the gradual merging of the many separate 
roads that once existed, into two great transcon- 
tinental railway systems—the Canadian Pacific and 
the Canadian National. The ancillary powers over 
labour which followed upon this exercise of power 
have also been clearly defined. 

The Dominion also appears to be able to 
exercise exclusive jurisdiction over water transpor- 
tation by lake, river or canal, except possibly in 
the case of purely intra-provincial traffic. 

Air transportation appears to be exclusively under 
Dominion jurisdiction. 

The method of land transportation alternative 
to the railways—trucking and motor transport 
generally—falls within the Jurisdiction of the 
provinces except with respect to interprovincial and 
international services. These exceptions do not as 
yet give the Dominion authority any large measure 
of control over highway transportation. Except 
between Quebec and Ontario, interprovincial high- 
way motor services are not on a large scale; and 
the same remark applies to the volume of inter- 
national business. These conditions will change 
with the development of motor traffic, but at 
present the provinces have almost complete control 
over highway transportation without protest of 
the Dominion. ' 

In a bill introduced in the Dominion Parliament 
by the Minister of Transport in 1937 an attempt 
to exercise a measure of control over highway 
transportation was foreshadowed. The measure 
was not proceeded with, and when it was reintro- 
duced at the 1938 session, this provision was 
missing for a reason frankly stated by Hon. C. D. 
Howe, Minister of Transport. 

“The bill differs from that of last year in that any 
attempt to include control of traffic on the highways 
has been deleted. The difficulty in that connection, 
of course, is that the government has jurisdiction only 
at certain points. Our legal officers advise me that 
we have jurisdiction over trucks passing from one 
province to another, or crossing the international 
boundary, or in certain of the Dominion Government 
parks. It was felt on reconsidering the matter that 
such jurisdiction as we have is too limited to be 
particularly effective, under the conditions which 
prevail in Canada, and in view of the strenuous 


opposition of the provinces we have decided to delete 
that feature from the bill this year.’’4 


+ House of Commons Debates, 1938, p. 911. This decision was 
approved by Right Hon. R. B. Bennett, then Leader of the 
Opposition: “I cannot but think that the Minister is well advised 
in not endeavouring to deal with highway transportation, having 
regard to the difficulties he would encounter because of the fact 
Pe it might impinge at so many points upon provincia] juris- 

ictions.” 
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These delimitations of control over motor trans- 
portation have been accepted with a minimum of 
questioning; there has been relatively little litiga- 
tion over matters of jurisdiction. The situation 
may, however, not be permanent since main 
motor highways might possibly be brought under 
Dominion jurisdiction under section 92, subsec- 
tion 10, of the British North America Act, which 
provides that local works and undertakings wholly 
situate within a province may be declared by 
Parliament to be for the general advantage of 
Canada or of two or more provinces. By the 
exercise of the declaratory power, Parliament 
attained jurisdiction over many railways wholly 
situated within a province, and over grain elevators. 
While the term “works” awaits definite judicial 
definition, there would seem to be no reason why 
it would not cover highways of the type indicated. 
Thus, Hon. Mr. Meighen, while the proposed 
Transport Act was being considered by the Senate 
Standing Committee, February 10, 1937, said: “It 
would not be unreasonable to declare that the 
Trans-Canada highway was a work for the general 
advantage of Canada.” 


The problem which has resulted from the 
emergence of alternative systems of transportation 
is to be found wherever there are highways and 
railways; but there are features about the Cana- 
dian situation which make the problem one of 
exceptional concern to the governments of Canada. 
There is, for instance, the high railway mileage in 
relation to population, the result of the multiplica- 
tion and duplication of railway lines in keeping, 
with policies which commanded strong popular 
support, and the extent to which this construction 
represented lavish outlays of public moneys. 

The record of the extraordinary development of 
railways in Canada is set out in detail in Book I 
of this Report, and only the briefest of references 
to it is called for here. This record reveals faith 
in the beneficial effects of railways, and a resulting 
railway development, without parallel in the 
world. 


In the policies of integration by which it was 
sought to unify the interests, economic and political, 
of the diverse geographical units which had been 
brought together to form the Dominion of Canada, 
railways held first place. Their construction was 
encouraged and assisted by the Dominion, the 
provinces and, in some instances, by municipalities. 
Indeed, in time it came to be thought that the 
building of a railway—almost any railway—would 
create, directly or indirectly, enough wealth to 
justify the financial risk involved in construction. 
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Supplementing its large expenditures for the con- 
struction of the first transcontinental railway, the 
Dominion Government in the year 1882 initiated 
a policy of offering cash subsidies, at varying rates, 
for the construction of railways subject to a time 
limit for the earning of the subsidy; within the 
next twenty years $26,800,000 were paid out under 
the provisions of the statute for the construction 
of local lines in the Eastern Provinces. 


It was in this faith that the provinces, despite 
their meagre sources of revenue and their limited 
credit, encouraged the building of railways, supple- 
menting those constructed under federal auspices, 
at first by direct aid, and later by the device of 
guarantees of bonds. As long ago as 1884, Sir 
Leonard Tilley, Minister of Finance, in submitting 
a proposition for readjustment of the subsidies, 
said that the purpose was to afford “relief to the 
provinces” from burdens self-imposed, in the matter 
of furthering railway construction. ‘Such,’ said 
Sir Leonard, “has been the desire on the part of 
the people in all the provinces to have railway 
extension, we know that the pressure has been such 
that these provinces have had, from time to time, 
to yield to that pressure, until there is scarcely one 
province that is not embarrassed at this moment, 
or if not at this moment, that will not be embar- 
rassed when the engagements entered into in the 
shape of subsidies to roads not yet constructed are 
met.’’5 

Later, in the stimulating atmosphere of what is 
termed in Book I “The Wheat Boom”, the Western 
Provinces undertook to second the action of the 
Dominion Government in enabling two additional 
transcontinental railways to be built by assisting 
these railway companies to supply themselves with 
feeder lines by the device of bond guarantees. 
Confidence that these guarantees involved no risk 
was universal on the part of the governments 
that granted them and of the promoters who 
asked for and obtained them. They meant 
cheaper money for the railways and no risk for 


the public; why not then make free use of the 
magic?6 The Western Provinces were relieved of 
contingent liabilities, incurred as a result of 
following this policy, of $85,874,000.7 This is an 
item in the history of the financial relations between 
the Dominion and the provinces which does not 
enjoy the recognition called for by the magnitude 
of the operation. 

Viewed in the light of present conditions these 
railway policies, which met with the ardent 
approval of the Dominion Parliament, the pro- 
vincial governments and the public generally, 
appear as rash speculations, entered upon in a 
spirit of undue optimism. But these enterprises 
were projected in the pre-War era: and the esti- 
mates and predictions upon which they rested were 
not so divorced from reality as they appear in 
retrospect. There was justifiable expectation that 
there would be a continuous growth in traffic and 
that this traffic would be handled exclusively by 
the railways. No one saw in the motor vehicle, 
then beginning precariously to travel the roads 
built for horse transport, a competitor that, in the 
course of a few decades, would take from the 
railways a large and profitable proportion of their 
business. The Great War, and its aftermath of 
world disasters in the form of a continuing and 
intensifying economic war with its accompaniment 
of closed markets and controlled trade, in due time 
to breed new wars, lay below the horizon and far 
beyond the range of man’s gloomiest apprehensions. 
Had the conditions which at the turn of the 
century seemed to justify the expectations of that 
day continued, the too-optimistic prophecies of that 
time could not, it is true, have been fulfilled, but 
the burden and loss arising from the over-estima- 
tion of possibilities would have been carried with 
no great discomfort. It ought always to be borne 
in mind in considering these matters that in 1913, 
the last of the pre-War years, although by that 
time the losses of too extravagant railway policies 
had begun to show themselves on the balance sheet, 
the total outstanding gross debt of the Dominion 


5 House of Commons Debates, 1884, p. 1553. 


6 Manitoba appears to have initiated the technique of aid to 
railways by the guarantee of bonds. This practice was begun in 
1898 with the guarantee of principal] and interest at $8,000 a mile 
to the Lake Manitoba Railway and Canal Company which was 
the germ of the Canadian Northern system, for a railway line 
from Sifton to the Saskatchewan river. A series of guarantees to 
the Canadian Northern followed, running as high ae $20,000 a 
mile and including lines outside the Province, for example, the 
Canadian Northern line from Rainy River to Port Arthur. All 
the Manitoba guarantees were to the Canadian Northern Railway. 
Saskatchewan began guarantees to railways in 1908 at the rate of 

13,000 a mile given in about equal proportion to the Grand Trunk 
acific and Canadian Northern for the construction of branch 
lines. The Alberta guarantees, of which the Province was relieved, 


were given to these same railways, the amounts ranging from 
$13,000 to $20,000 a mile. In British Columbia guarantees were 
given in 1910 to the extent of $35,000 a mile for 600 miles for 
the construction chiefly of the Canadian Northern main line to 
Vancouver; and in 1914 this guarantee was increased to $40,000 
a mile. There were also guarantees to Canadian Northern in 
1912 at $35,000 a mile for 295 miles of branch railways. These 
provinces were only saved from the consequences of their policies 
by the fact that ultimately the roads for whose construction the 
guarantees were issued were taken over by the Dominion Govern- 
ment. 

TManitoba, $24,330,000; Saskatchewan, $17,904,000; Alberta, 
$18,394,000; British Columbia, $25,026,000; Ontario was also 
relieved of a contingent liabinty of $7,860,000. 


of Canada was $483,232,555, a total which seems 
almost trivial to eyes accustomed to the figures of 
today. 

The disastrous collapse of ambitious private 
railway enterprises in the War period, which 
compelled the intervention of the Dominion in 
protection both of its financial investment in them 
and of the general interests of the state, resulted 
in the creation of the Canadian National Railway 
system. But it did not induce an attitude of 
caution toward additions to railway equipment 
and mileage during the next decade. There was 
a still unshaken faith in a policy of agricultural 
expansion in the West, with an accompanying 
confidence in the willingness of the outside world 
to buy the products of this expansion.9 This, 
together with the industrial boom of the twenties, 
which was interpreted as the beginning of a period 
of rapidly rising prosperity, encouraged the invest- 
ment of new capital by the railways. 

The Canadian Pacific, in the period 1923- 
1935, inclusive, made net capital expenditures of 
$364,009,039. The Canadian National Railways in 
this period made net capital expenditures of 
$461,258,000. The combined total was $825 million. 
Most of this money was spent prior to 1930. The 
mileage of the Canadian Pacific grew from 13,123 
miles in 1923 to 17,222 in 1935 and that of the 
National Railways from 21,851 to 23,684. 

The story of the astonishing growth of railways 
in Canada is indicated in outline by mileage figures. 
In 1870 there were 76 miles of railway for every 
100,000 of population; by 1901, they had risen to 
338; and by 1917, the year of the Drayton-Acworth 
report, to 469, which represented the peak. In 
1936, with a population of 11,028,000, there were 
42,552 miles of railway in operation, or 385 miles 
per 100,000 of population. This is nearly twice the 
corresponding figure for the United States. Canada, 
indeed, overhauled the per capita mileage figures 
of the United States as long ago as 1884, and there- 
after in proportion to population ran far ahead of 
her neighbour in the projection and building of 
railways. 

Public opinion in the twenties showed little 
uneasiness as to the future of railway transporta- 
tion. The common view was that there had been 
undue expansion for which the country would have 
to pay, but there was no realization of the full 


8 These are the figures given in the Public Accounts published 
annually by the Dominion Government. The debt of Canada and 
the provinces on all counts, inclusive of railway obligations as 
shown in the consolidated statement prepared for this Commis- 
sion, was $794,269,000. 

®See Terms of Order in Counei] re Inquiry into Freight 
Rates, 1925, in previous chapter. 
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seriousness of the situation, nor of the fact that rival 
forms of transportation were beginning effectively 
to challenge the railways. This lack of appreciation 
of the true situation can be explained, no doubt, 
by the tendency to take the Canadian Pacific rather 
than the Canadian National as the index of normal 
railway operations. There was no indication of 
impending difficulties in the operation of the Cana- 
dian Pacific. The net operating income of the 
Canadian Pacific Railway rose from $37,479,000 in 
1923 to $51,694,000 in 1928; an increase which 
seemed to foreshadow continuing prosperity. 


The experience of the depression, however, 
revealed the realities of the situation in which the 
railways find themselves. Not only are they 
burdened by a capital investment of staggering 
proportions, but on the income side it has been 
made apparent that their normal sources of 
revenue have now to be shared with new agencies 
of transportation which, in certain respects, are 
destructively competitive. A study of the records 
shows that this competition has been operating with 
ever-growing effectiveness since 1920, but the public 
is only now becoming conscious of the problem for 
the railways and for the governments of Canada 
which this condition is creating. 


There are various ways in which the effect of 
this competition upon the railways can be measured. 
If the industrial production of Canada is plotted 
on a graph, together with the movement of freight 
by rail, it will be seen that the rail movement up 
to 1924 was, on average, about 20 points higher 
than industrial production. When production 
increased, the movement of rail freight increased 
proportionately. But after 1924 these lines rapidly 
converge. The line of industrial production passes 
through and above the line of rail freight move- 
ment in 1926 and since 1933 there has been an 
ever widening gap between the two. Today, indus- 
trial production stands more than 30 points above 
the movement of rail freight.19 Told in another 
way, the volume of rail freight increased about 6 
per cent per annum between 1890 and 1920. From 
1920 to 1929, a period of great economic expansion, 
the increase was but 2 per cent per annum. Thus 
the railways have suffered progressively from com- 
petitive methods of transportation (and from greater 
rationalization of Canadian industry, elimination 
of cross-shipments and industrial unit self-suffi- 
ciency). This competition has come from several 
agencies—as, for instance, from facilities for 
shipping provided by the Panama canal which have 


10 Lesslie R. Thomson, The Canadian Railway Problem, p. 276. 
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cut into transcontinental business and also forced 
a reduction in transcontinental rates. But our 
inquiry here is limited to the conditions which are 
the result of competition between the rail carriers 
and the comparatively new motor carriers, and the 
problems it is creating for the governments in 
Canada. 


The astonishing development of the automotive 
industry can be indicated by a few striking figures. 
In 1904 there were 535 registered motor vehicles 
in Canada, all in Ontario; in 1936 they numbered 
1,240,124, nearly half in Ontario. 

A tabulation of provincial expenditures on motor 
highways (exclusive of expenditures for rural roads 
and urban streets and also of $40,000,000 given for 
highway construction by the Dominion as a relief 
measure) up to 1937 prepared for the Commission 
by its research department shows a total outlay 
of $549,725,000 of which $228,053,000 was spent by 
Ontario.11 

Great as has been the growth in the number of 
motor vehicles, the development of motor high- 
ways has been proportionately more rapid. From 
1925 to 1936 motor registrations increased in 
Canada at the rate of 5 per cent per annum, while 
the aggregate investment of the provinces in motor 
highways in the same period grew at the rate of 
9-5 per cent per annum.12 These statistics are 
significant as showing the strength of the public 
demand for highways to meet not only the present 
but the developing needs of motor transportation. 

What are the effects of this competition on the 
railways? In what respect does this conflict of 
interest between railways and highways affect 
Dominion-provincial relations? Is an arrange- 
ment or understanding between the Dominion and 
the provinces possible which will be mutually 
advantageous and also of benefit to the general 
public by providing a national co-ordinated system 
of transportation which will give maximum service 
at minimum cost? What are the lines upon which 
such a readjustment might be made? It is to these 
questions that we shall now direct our attention. 

The public advantages of motor transportation 
will be discussed later; we here direct attention to 
some of the consequences to the railways of motor 
competition. No exact figures of the effect of 
highway competition on the earnings of the rail- 
ways are available; but there are reliable estimates 
which indicate a progressively large percentage of 


11The Ontario expenditure until the end of 1938 is given 
as $296,593,340 in the report of the Ontario Commission on 
Transportation. 


12 From material prepared for the use of the Commission and 
its research staff by Mr. R. A. C. Henry. 


the freight business of the country is going to the 
trucks. A statement prepared jointly by the rail- 
ways for the information of the Duff Commission 
gave three million tons of freight and $24,000,000 
in earnings as the share of the trucks in 1930. By 
1937 the earnings of all common carrier and private 
trucks operating over the highways were estimated 
at $59,503,000 by the Bureau of Research and 
Development of the Canadian National Railways. 
In 1930, with motor earnings of $24,000,000, gross 
railway freight earnings were $322,733,000; in 
1937 railway freight rate earnings had fallen to 
$270,498,000 and motor earnings had risen to 
$59,503,000. This Commission has been given by 
its own experts an estimate of an annual loss to 
the railways from highway competition of from 
$75,000,000 to $80,000,000 of which $30,000,000 
represents lost passenger traffic. These comparative 
figures are to be borne in mind in any considera- 
tion of this question; they are significant as to the 
nature and seriousness of the problem.13 

Trucks have extended the area of water com- 
petition in the Great Lakes region to the whole 
district which can be served by trucks plying from 
lake ports. There has been a spectacular increase 
in travel by private motor car. There has been 
a steady rise in the transport of passengers by buses, 
threatening electric railways with extinction. A 
new situation exists. The monopoly of land trans- 
portation by the railways is gone, and they are 
faced with competition not foreseen when the 
railway structure of Canada was in the process of 
building. 

In competition with motor transport, railways 
are particularly vulnerable with respect to short 
hauls and to particular classes of freight. In this 
last respect motor competition is destructive of the 
freight rate structure upon which the railways rely 
for their earnings. The principle upon which rail- 
way rates are fixed and the reasons for its applica- 
tion are thus stated in a memorandum prepared for 
the Commission. 

“Tt was very early found, in the history of rate 
making, that the charges for transportation could not 
be apportioned amongst the different articles of freight 
based solely upon the cost of transporting them 
severally, even if such cost could be ascertained, 
because if an attempt were made to base rates entirely 
on the full operating cost for each particular com- 
modity, or character of service rendered, it would 
restrict within very narrow limits the commerce in 
articles whose bulk and weight are large as compared 
with their value; consequently, the carriage of low- 
grade commodities for considerable distances would 


18 [bid. 


be prevented, while the rate for carriage of other 
articles of much greater value would be absurdly low. 

“The actual difference in the cost of the movement 
of a carload of silk and a carload of coal is relatively 
insignificant, compared with the difference in the value 
-of the two carloads and, under any theory of cost of 
service, the rate on coal would be prohibitive, whereas 
the silk would not contribute its fair share to the 
carrier’s revenue. Accordingly, it has always been 
considered not unjust to apportion the whole cost of 
service on all the articles transported upon a basis 
which has regard to many considerations.” 14 


Thus the state from the outset gave railways the 
power to provide themselves with a subsidy for 
carrying bulk freight at a charge which made little 
contribution to the overhead cost of the railway by 
exacting from the shippers of articles of high 
intrinsic value rates far in excess of the actual cost 
of transporting the goods. This is popularly called 
fixing rates ‘on what the traffic will bear.” Rail- 
way services could have been supplied on no other 
basis. To fix rates on the sole basis of cost would 
mean prohibitive rates for bulky and relatively 
cheap articles such as fuel, lumber, agricultural 
products. A country of vast distances such as 
Canada could not have been developed on any 
such plan of rate-making. This rate-making by the 
railways thus presents highway carriers with favour- 
able opportunities, of which they take full advan- 
tage, for choosing particular classes of traffic to 
which high railway rates apply. Convenience and 
expedition of movement, and less exacting packaging 
requirements are further trucking advantages which 
tell heavily against the railways. Motor truck 
operations compete with railways chiefly in the 
class of goods designated as the merchandise group. 
The effect is the undermining, on an ever widening 
scale, of the basic principles of rate-making, par- 
ticularly in the short hauls. 

Within the area of effective operation motor 
service has replaced the principle of “what the 
traffic will bear” by, at best, a charge representing 
the cost of carriage plus a profit, and often by a 
bargain rate based upon “what the carrier can 
get.”15 


14 bid. 


15 Everywhere this is the effect of motor competition upon 
one of the main sources of railway revenue. Thus Sir Josiah 
Stamp (now Lord Stamp), Chairman of the London Midland and 
Scottish Railway, speaking at the annual meeting of his company, 
February 27, 1937, complained that “the ability of road hauliers 
to pick and choose traffic and to change rates and charge without 
any responsibility for transport as a whole continues to wear 
down the upper ranges of that railway rate classification on which 
the industry of the country has been built up.” 
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The character of this competition and its effect on 
Canadian railways were thus stated to the House of 
Commons by Hon. C. D. Howe, Minister of Trans- 
port.16 


“We have built up over the years a rate structure 
which I think we all believe is absolutely essential to 
the well-being of Canada. The basis of that rate 
structure is that low-price commodities shall be 
carried at a low rate, and that the natural products of 
our country, particularly those of our prairies, shall 
be carried the great distances to our seaboard at export 
rates which are undoubtedly the lowest on this con- 
tinent. I believe Canada has the lowest ton mile rates 
of any country in the world. To permit our railways 
to carry these commodities the long distances at 
exceedingly low rates, it was necessary that the struc- 
ture provide that the rates on commodities of a 
greater value and moving shorter distances should be 
proportionately higher. The rate structure having 
been built on that basis, the result is that the railroads 
have been. exceedingly vulnerable to competition from 
motor trucks. These motor trucks are interested only 
in high-grade commodities, and serious inroads have 
been made in the tonnage of these commodities 
carried by the railroads.” 


It is in this capacity to pick and choose that 
motor service finds its opportunity to do a profit- 
able business. But it is not an agency that, however 
it might be extended, could supply a service, on the 
lines upon which it is operated, at all comparable 
with that given by the railways. The average cost 
of moving all freight carried by the railways is one- 
half cent per ton per mile; on highways the stand- 
ard rate is about five cents, but the information in 
the possession of the Commission is that this rate is 
falling, particularly in Ontario, and that some 
freight moves by truck at three cents per ton mile. 
It is thus evident that trucks are usable for only 
certain kinds of traffic. Railway freight services 
remain indispensable to the Canadian economy 
and must be supplied. This is an unchallengeable 
fact which cannot be overlooked in the consideration 
of this question. 


In an effort to meet this competition in areas 
where it is particularly effective, the railways have 
been experimenting with modifications, regional in 
character, in their rates and services by establishing 
for less than carload freight “ pick-up and delivery ” 


16 House of Commons Debates, 1938, p. 1638. 
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rates designed to meet the trucks on their own 
ground.17 

But competition since 1937 has _ operated 
remorselessly to undermine this tariff. The rail- 
ways have been compelled again to reduce their 
charges. One example is the rate on first class 
less than carload traffic between Toronto and 
Montreal. The 1937 rate was 83 cents per 
hundred, but this has now been reduced to 70 
cents on any commodity in lots of 1,000 pounds or 
over and 60 cents in lots of 5,000 pounds or over, 
both including free pick-up and delivery. The 
experience in Central Canada shows that truck 
competition influences railway rates on haulages up 
to 650 miles. With respect to carload rates, the 
railways have adopted a different method. The 
railways meet carload competition as it arises by 
fixing rates as and when competition requires. 


The lowering of railway rates in the Central 
Provinces has lessened the advantages given to 
Maritime shippers under the Maritime Freight 
Rates Act which was passed to meet the recom- 
mendations of the Duncan Commission, and this 
has given rise to protests, to appeals to the courts 
and to representations to this Commission. The 
effects of these readjustments in the freight rate 
structure will be felt elsewhere, as was stated in 
the Brief of the Transportation Commission of 
the Maritime Board of Trade: “Industries outside 
the pale of the competitive area are at a distinct 
disadvantage because of destroyed parities and 
also because of the conveniences their competitors 
enjoy through the greater flexibility of truck trans- 
portation.”18 


The tendency toward equalization of sectional 
freight rates, noted elsewhere19 is thus being 


17JIn the Central Canadian area extending from Windsor to 
Quebec and north to North Bay and Sault Ste. Marie, the first 
railway tariff to meet motor competition became effective in 1933. 
Under pressure of competition, the 1933 tariff had to be changed, 
and on June 14, 1937, it was superseded by a new tariff. he 
1937 tariff made five important changes: 

1. The railways gave free pick-up and delivery to and 
from named stations. The Canadian Pacific, for example, named 
140 stations, some of them being towns with less than 1,500 
population. This free service is equivalent to a reduction of 10 
cents per hundredweight on the normal rate. 

2. The packaging rules were made easier and the penalty 
clauses, in effect, were withdrawn. 

3. A special classification was provided which reduced the 
rate on a wide class of traffic. 

4. In a number of commodities, the carload rate was given to 
“any quantity” shipments, with free pick-up and delivery thrown 
in. 

5. A wide reduction in rates was made. 


18 Brief, p. 9. 


_ 1®This matter of sectional equalization of freight rates is 
discussed in the preceding chapter of this section, “Railway Policy 
As Affecting Freight Rates.” 


checked and may in effect be reversed. This would 
be a definite departure from a policy accepted as 
desirable in the interests of national unity. 


Other experimental modifications in the tradi- 
tional railway freight rate structure are also being 
made in the hope that the competitive position 
of the railways will thereby be improved. A provi- 
sion in the Transport Act of 1938 permits a railway 
to make an arrangement with a shipper for the 
transport of all or any part of his goods at “agreed 
rates” subject to approval by the Board of Trans- 
port Commissioners. These rates may be lower 
than the rates in existing tariffs provided they do 
not involve “unfair discrimination”. This provi- 
sion is an adaptation of British railway legislation 
of 1937. The hope behind it was that by making 
agreements with a shipper, whereby his shipments 
would be carried for a stipulated period at a rate 
reached by negotiations, the railways would be 
able to protect themselves to a considerable extent 
against motor competition. In the annual report 
of the Canadian Pacific Railway for 1938, issued 
in March 1939, it was announced that appropriate 
regulations and methods of procedure under the 
Act were being worked out between the railways 
and the Board, foreshadowing an effort to take 
advantage of the provision. By the end of the 
year four applications providing for “agreed rates” 
affecting a considerable volume of freight had been 
negotiated between the railways and shippers and 
approved by the Board, while two other applica- 
tions were pending. 

These expedients—lowered regional rates, pick- 
up and delivery facilities, and adoption of “agreed 
rates’—are expressions of a hope once generally 
held in railway circles, and still entertained in some 
measure, that in the long run the superiority of 
railway services would be established. Those who 
hold this view foresee higher taxation for the 
trucks to meet the greater cost of the improved 
highways that will be required, increasing costs in 
the operation of trucks, greater railway efficiency 
and the progressive freeing of the railways in the 
matter of rate-making. An objective survey of 
the situation is apt to suggest that these are hopes 
rather than justified predictions. ‘The question 
remains whether or not there is to be a continuing 
“free-for-all” between these competing services 
with increasing capital outlays in the newer field 
leading to almost certain over-expansion in the 
total investment in all transportation. 

In dealing with this problem of transportation 
the prime consideration must be the general public 


interest. This interest is not identical, either with 
the protection of the older forms of transportation 
against newer methods which, in respect of many 
commodities, are more convenient, more efficient 
and cheaper, or with the subsidization of these 
newer methods by artificial advantages supplied 
at the public expense. Nor can the general public 
interest be identified either with that of the ship- 
pers and consumers of heavy and bulky commodi- 
ties, who desire to perpetuate a rate structure 
affording them low rates, or with that of the 
shippers and consumers of those commodities which 
have in the past borne rates that absorbed a high 
proportion of the overhead costs of the railways 
and so made possible the low rates for heavy and 
bulky goods. 


It must be remembered that when this rate 
structure was built up there was no fundamental 
clash of interests as between these two classes of 
shippers and consumers. There was no deliberate 
sacrifice of one set of interests to the other. There 
was a union of interests. Both heavy and light 
goods received the benefit of lower rates than they 
would have had to pay had the other party to 
the union been excluded. In a sense, therefore, 
the shippers of light and costly goods received 
help from the carriage of heavy and bulky goods 
on terms which made some contribution, slight 
though it sometimes may have been, to the over- 
head costs of the railways. The aid which the 
railways received from the state was thus extended 
to all shippers and to all consumers. The vital 
element in the transportation problem today is 
that conditions have arisen which destroy this 
union of interests so that a once happy marriage 
faces dissolution. As in all divorces the imme- 
diate interests of the parties may have to be sub- 
ordinated in some degree to the general public 
interest. But it is peculiarly difficult to say where 
this general public interest lies. 


This Commission is not the body which must 
define this general public interest. It is concerned 
rather with the question of where it is desirable 
that the responsibility for defining this interest 
and the power to give effect to it should lie. A 
decision must be reached in Canada as to the 
adjustments to be made between various competing 
interests, all subject to the idea of a general public 
interest which includes them all. The shippers and 
consumers of heavy and bulky commodities are 
of great importance in the Canadian economy and 
a rate structure which curtailed the movement of 
these goods would involve a most serious disloca- 
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tion of that economy. The shippers and consumers 
of light and costly goods naturally feel that they 
are entitled to the advantages which new and more 
efficient forms of transportation might afford them 
and that it would be outrageous to require them 
to continue to buy their transportation facilities 
in indissoluble partnership with others whose inter- 
ests no longer coincide with theirs. Taxpayers are, 
presumably, reluctant to assume the enormous 
burden which may be involved in subsidizing 
(directly, or indirectly through meeting railway 
deficits) the movement of heavy and bulky com- 
modities. Taxpayers ought certainly to be spared 
the misfortune, which may easily arise from the 
present system of divided jurisdiction, of having 
to subsidize both classes of shipper and con- 
sumer—by absorbing railway deficits through the 
Dominion treasury, and providing roads at the 
public expense through provincial treasuries.?° 
In a general way it is easy to say, and hard to 
deny, that the situation is one which calls for 
gradual adjustment based on intelligent and gener- 
ous compromise. The form of compromise cannot 
be predicted with any precision. Presumably what 
would be aimed at would be a revision of the rate 
structures both of railways and of highway carriers, 
the effect of which would be to divide traffic 
between them so that the railways would be kept 
from bankruptcy, while shippers and consumers of 
goods likely to move by road would make some 
sacrifice during the period of adjustment. At the 
same time (as will be explained later) the taxa- 
tion of trucks might be put on a basis that would 
protect their competitors against any danger of 
subsidized competition. 

With this idea in mind the possible allocations 
of jurisdiction may be briefly reviewed. Exclusive 
jurisdiction by the Dominion would concentrate 
power and responsibility. But (as will appear when 
conditions in Great Britain are examined) even a 
single omnipotent authority may find the trans- 
portation problem extremely difficult. In Canada 
(as a comparison with American conditions will 
show) it would not be easy to regulate transporta- 
tion in the national interest without frequent inter- 
ference in matters of vital provincial interest. 


20In a sense the roads pay for themselves if the provincial 
taxes on automobiles and gasoline can be regarded as earmarked 
for road construction and maintenance. But, even on this favour- 
able hypothesis, the operators of commercial vehicles are heavily 
subsidized at the expense of private users. This somewhat leonine 
partnership has points of resemblance with that between the 
shippers of heavy commodities and the shippers of light com- 
modities in the case of rail transportation. If this is not too 
fanciful an idea the jackal of the railway partnership has 
developed into the lion of the road partnership. 


208 


Concurrent jurisdiction by the Dominion and 
the provinces would avoid the evil of debarring a 
province from dealing on its own initiative with 
matters of urgency. But it would expose provinces 
to constant danger of reversal of their policies by 
the Dominion and this danger would be particu- 
larly serious in view of the large capital invest- 
ment involved in road construction. 


The present division of powers may easily lead 
to chaos, unless the policies of the Dominion and 
the provinces can be co-ordinated. But, given a 
disposition on the part of the various governments 
to co-ordinate their controls over transportation 
and their financial aid, so as to leave to each type 
of transport a chance to perform on remunerative 


terms those classes of service which it is best 
adapted to perform, the Canadian transportation 
problem may not be insoluble. 

The Commission, while it can make no specific 
recommendation as to the lines which governmental 
action should take, feels that it can usefully stress 
the seriousness and urgency of the problem, illus- 
trate some of the difficulties which must be faced, 
and make some suggestion as to the possible 
methods of securing co-operation between the 
Dominion and the provinces in framing a co-ordin- 
ated national transportation system, either on the 
basis of the present distribution of legislative 
powers or of some modification of it. It will, how- 
ever, be useful to discuss first British and Ameri- 
can experience. 


CHAPTER IIT) 


BRITISH AND UNITED STATES EXPERIENCE 


BririsH EXPERIENCE 


In Great Britain the clash of interests between 
the railways and motor vehicles has engaged the 
attention of the Government and Parliament for 
the past decade; and the record of the efforts, not 
as yet completely successful, to find an adjust- 
ment satisfactory to the interests affected and to 
the public throws a measure of illumination upon 
the Canadian problem—all the more perhaps 
because in Great Britain there is not the compli- 
cation of divided jurisdiction. Authorities have 
to deal only with the difficulties inherent in the 
situation; but for these they do not appear to have 
found completely satisfactory solutions. 

Following a report by an earlier commission, a 
conference of transportation authorities was held 
in 1932 which produced what is commonly known 
as the Salter Report. This Report recognized that 
the road transportation service had advantages and 
had come to stay. In fairness, said the Report, 
it must be admitted that part of the railways’ 
troubles was due to the motor vehicle being more 
convenient and economical for many classes of 
traffic. “It would be undesirable,” said the Report, 
“to attempt by taxation beyond what is in the 
public interest, to divert traffic back from the roads 
and deprive trade and industry of the convenience 
of the new form of transport...” The railways 
were advised, in lieu of their lost monopoly, to 
“look to their share of a generally increasing total 
of trade, as economic activity expands with popu- 
lation and higher standards of life, and to the new 
facilities they can themselves offer to the public 
by co-ordinating railway transport with road trans- 
port, whether their own or not.” 

Thus, in this first attempt in Great Britain to 
supply a working solution, certain broad proposi- 
tions were laid down: road competition with the 
railways, given fair conditions, was legitimate and 
in the public interest; the approach to a solution 
must be by co-ordinating railway transport with 
road transport, which meant a division of function 
to be determined by efficiency and by convenience. 

The Roads and Rail Traffic Act of 1933, based 
on the Salter Report, provided for the licensing of 
all highway hauliers. Owners of motor vehicles 
engaged as public or contract carriers already in 
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business (1932-33) were given licences and the 
licences ran for one or three years according to the 
kind of business done. The licensing authority 
was instructed not to grant licences, additional to 
those in existence in 1932-383, unless the public 
interest required it. The authority should consider 
“any objections to each application which may be 
made by persons already providing facilities, 
whether by rail or road, for the carriage of goods 
for hire or reward in the district or between the 
places which the applicants intend to serve on the 
ground that suitable transport facilities, either gen- 
erally or in respect of any particular type of 
vehicle are (or would be) in excess of requirements, 
or on the ground that any of the conditions of a 
licence have not been complied with”. Two years 
were allowed as a transitional period during which 
the authority could study the road problem in order 
that the intention of the law could be given effect 
to when the licences came up for renewal. 

The railways regarded this legislation as intended 
to confine the future road haulage business to the 
position it occupied in the base year 1932-33, a 
year of industrial depression; and when at the 
expiry of the transitional period two transport 
companies had their licences fully renewed the four 
main line railway companies took an appeal to the 
Road Traffic Appeal Tribunal on the ground that 
these licences under the law should be reduced in 
number. The railways, in their case, relied upon a 
statement made by the Government spokesman in 
the House of Lords, when the Roads and Traffic 
Bill was being considered, “that the granting of 
licences would be against the public interest if it 
were considered that existing transport facilities 
suitable to meet the public requirements to be 
served by the applicant were already in existence”. 

The judgment of the Appeal Tribunal was 
against the railways on all counts; and the licences 
were continued though it was established that the 
hauliers were carrying traffic previously handled by 
train. The Tribunal refused to the word “suitable” 
the meaning ascribed to it by the railways; while 
the railway service was admittedly physically ade- 
quate, it was not, they held, necessarily suitable. 
The Tribunal found that the licensing authority 
had no jurisdiction over road charges even when 
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they were less than railway rates, and stated, 
further, that the Act did not require a licensing 
authority to decide which goods should be rail- 
borne, and which should go by road. It was held 
that it was not the duty of the licensing authority 
to make any classification of goods to be carried 
by rail and road respectively, nor was it its duty to 
consider the question whether it was in the national 
interest that the existing railway facilities be more 
fully employed. For the remedy of these griev- 
ances, the railway companies were advised to go 
elsewhere—that is, to Parliament. 


The railways then sought and obtained authority 
from Parliament to make special freight arrange- 
ments with large shippers on the basis of “agreed 
charges’; and when this method did not prove 
satisfactory to them they sought complete freedom 
in the making of rates. The British Railway 
Companies on November 23, 1938, waited upon the 
Minister of Transport and presented a petition ask- 
ing (among other things) that: “The existing sta- 
tutory regulation of the charges for the conveyance 
of merchandise traffic by railway, together with the 
requirements attached thereto, including such mat- 
ters as classification, publication, and undue prefer- 
ence should be repealed”; and, also, “that railways, 
exactly like other forms of transport should be 
permitted to decide the charges and conditions 
for the conveyance of merchandise which they are 
required to carry. Equality having been achieved, 
any regulation imposed on one should be imposed 
on the other.” 


This demand was referred by the Minister of 
Transport to the Transport Advisory Council, and 
there followed lengthy inquiry by the Council with 
accompanying negotiations between the railways 
and various organized interests (road hauliers, iron 
and steel federation and traders) which resulted in 
agreements between them and the railways except 
in the case of the coal industry. The Transport 
Advisory Council reported in May, 1939, advising 
the passage of an act limited to five years which 
would recognize these agreements and provide for 
further negotiations and conferences as these might 
be required with an appeal to the Railway Rates 
Tribunal in the event of failure to reach agree- 
ment. Subject to these provisions, the report 
recommended that the present system of control of 
railway freight charges including the traditional 
classification should be abandoned; and that, sub- 
ject to certain safeguards, the railway companies 
should be entitled to make such reasonable charges 
as they might think fit. But the freedom thus 
proposed for the railways appears to be somewhat 


illusory. The railways undertake to maintain a 
voluntary system of classification; they engage not 
to increase existing charges and rates save by agree- 
ment with the organizations and trading interests 
indicated; and they submit to the provision that 
the reasonableness of their rates may be made 
the subject of an appeal to the Railway Rates 
Tribunal. 

The net result of the ten years of negotiation and 
experiment was this finding by the Transport 
Advisory Council that the railways should be freed 
in some measure from the controls which had been 
imposed in the public interest when they had a 
monopoly of transportation and thus enabled to 
deal with rival interests either by competition or by 
arrangement. No attempt was made in the finding 
to bring about unified control or to provide for a 
division of traffic on the basis of relative efficiency. 

Sir Arthur Griffith-Boscawen, Chairman of the 
Transport Advisory Council, in a public statement 
following the award said:— 

“Such is the ‘square deal’ as rounded off by the 

Transport Advisory Council. It is now up to the 

Government and Parliament to implement its pro- 


posals as they think fit. I regret that legislation is 
not possible in the present session.”? 


Legislation to give effect to these findings has not 
yet been enacted, owing to the outbreak of war. 
Available information is that the question has been 
shelved for the duration of the War. 


THE UNITED STATES EXPERIENCE 


Since motor transportation has developed further 
in the United States than in Canada and has been 
the subject of various legislative attempts at control 
there, the results of this experience may be of 
assistance in determining policies in Canada. The 
United States problem is not dissimilar, but the 
control which the Federal Government has over the 
vast interstate traffic gives it a power in support of 
its views as to desirable policies of co-operation 
which is far beyond any exercisable by the Dominion 
Government; and it has in addition the persuasive 
power which comes from a policy of making large 
conditional grants for highway construction pur- 
poses. Federal highway aid to states and munici- 
palities, which was $75 million in 1930, amounted in 


1This was made the occasion for critical comment by the 
London Times in its issue of May 30, 1939. “The truth is” said 
the Times “that no plan other than unification of transport would 
really solve the railways’ problem.... It is only by some system 
of pooling and bringing road transport into an organized con- 
trolled rate schedule that financial stability of the railways could 
ultimately be restored and assured.” 


2 Sunday Times, May 28, 1939. 


1938 to $138 million in regular funds and $122 
million in emergency relief, making a total of $260 
million. Expenditures on this scale are likely—if 
not assuredly—to be accompanied by a measure of 
control by pressure or by suggestion. “ Both muni- 
cipal and state officials fear that the grants-in-aid 
system will be used as a vehicle to force a federal 
pattern upon them.”3 


The rapid development of motor transportation 
was made possible by the existence of an extensive 
network of highways and, of course, this develop- 
ment in turn has stimulated the expansion of high- 
ways. The state roads supported by revenues 
collected from highway users and by federal 
aid grants form the backbone of this network. 
Secondary and feeder roads are maintained by 
counties and townships; recently they also have 
been receiving federal grants. 

The federal Government is responsible for seeing 
that the highway system meets the needs of national 
defence. As a means of promoting this end the 
Federal Road Act was passed in 1916, under which 
the states receive from the Federal Government up 
to 50 per cent of the cost of construction and main- 
tenance of certain designated roads. The United 
States Bureau of Public Roads, under the authority 
of the Federal Road Act, “necessarily and very 
properly seeks to co-ordinate the road-building 
activities of the United States and thus to provide 
an integrated national system of adequate high- 
ways.4 In 1936 the Bureau embarked on a com- 
prehensive program of state-wide planning surveys 
in co-operation with various states which “ are 
expected to result in the provision of all the facts 
necessary for the formulation of a definite highway 
program, defensible both economically and socially.5 

Complying with a request by Congress, the 
Bureau submitted in the spring of 1939 a report 
on the feasibility of a group of toll super-highways 
across the country. In the second part, this report 


“  . . discusses at length the development to date 
of the composite street and highway system of the 
country, and presents the general outlines of what 
in effect is a master highway plan for the Nation.’6 


8Raymond 8S. Short in Annals of the American Academy of 
Political and Social Science, January, 1940, p. 47. 

4“Extent and Possibilities of Highway Regulation.” by Dawes 
E. Brisbine and George M. Adams, The Annals of the Academy 
of Political and Social Science, January, 1939, p. 235. 

5H. FE. Stocker, Motor Traffic Management, New York, 1938, 
p. 93. 

8 Letter of Submittal of H. A. Wallace, Secretary of Agri- 
culture, contained in Toll Roads and Free Roads, House Doc. No. 
272, 76th Congress, Ist Session. 
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The interest of the Federal Government in high- 
way matters, therefore, is much deeper and broader 
than simply to act as a distributor of funds to the 
states. 

The rapid growth of motor transportation was 
accompanied by a wide differentiation of functions. 
The economic and social implications of this rapid 
expansion in size and function were summarized 
by the Federal Co-ordinator of Transportation in 
1936 in these terms :— 

“Transportation conditions have changed radically 


since the World War, and they are still in a stage 
of rapid transformation... 

“Highway transportation, in particular, has brought 
about important changes in industrial and social 
conditions. It has had much to do with the growth 
of so-called ‘hand-to-mouth’ buying, and has prob- 
ably tended to increase short-haul as compared with 
long-haul transport and spread the production of 
manufactured goods throughout the country. It is 
probable, also, that it has materially increased the 
sum total of labor engaged in transportation, although 
the number of railroad employees has sharply de- 
creased. Certainly it has enormously increased the 
travel habit of the American people. 

“The country has gained from these transportation 
changes. Much service has become quicker, more con- 
venient, or more comfortable, as well as cheaper. But 
not all of the results have been good, and some of 
them threaten the future. The problem is to get rid 
of the evil results and to preserve and multiply the 
good.”’? 


The “evil results” which thus threatened the 
future were those of an over-supply of transport 
facilities. With motor carriers of freight, in par- 
ticular, the comparative ease of inaugurating a small 
trucking enterprise led to such an influx of opera- 
tors that competition became extremely keen. After 
1930 conditions became rapidly worse, as mounting 
unemployment and large numbers of cheap trucks 
increased the supply of service and declining busi- 
ness activity decreased the available traffic volume. 
Rates were drastically cut in the pursuit of traffic 
and many shippers took advantage of the situation 
to force further concessions. The result was a con- 
dition within the industry of extreme instability. 
External to the motor carrier industry, the railroads 
were immediately affected by the rapid growth of 
very keen competition for their highest-rated class 
of traffic. 

Out of these conditions there finally arose suf- 
ficient pressure to force passage of a Bill in 1935 
for federal regulation of motor carriers engaged in 
interstate operations. 


7 Fourth Report of the Federal Co-ordinator of Transporta- 
tion on Transportation Legislation, January, 1936, pp. 1-2. 
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There had already been for a considerable period 
of time regulatory provisions by the states over 
motor transportation engaged in intra-state com- 
merce. For the most part these regulations were 
applicable only to common carriers. In the early 
years there was doubt as to how far state regula- 
tion could go in controlling interstate operators 
using state highways. But in March, 1925, the 
Supreme Court of the United States rendered deci- 
sions8 that the states could regulate interstate 
operators only in so far as their police powers 
covered safety and conservation of the highways. 
From that time, therefore, until federal regulatory 
laws were passed in 1935, there was no real con- 
trol over interstate motor carriers. 

By 1931 practically all of the states had laws 
reguiating intra-state operations of common car- 
riers, both of passengers and property, and the 
majority of them also had taken control over con- 
tract carriers of property. The right of the states 
to be adequately reimbursed by highway users for 
their highway expenditures had become a factor 
in state regulation and it was rapidly becoming 
apparent that the regulatory problem was broader 
still, involving also the need for some degree of 
control to counteract the growing instability within 
the industry. 

The situation at the time the Motor Carrier 
Act was passed (1935) has been thus described by 
the Interstate Commerce Commission :— 

“The situation in the motor-carrier industry when 
the act became effective was no less than chaotic. 
The years of depression had materially increased the 
number of motor carriers, particularly carriers of 
property. With an increasing number of carriers, 
competition became intense, resulting in rate wars, 
wide-spread evasion of State regulations, destructive 
practices of various kinds. The whole structure of 
industry was weakened. Business mortality among 
such carriers, predominantly the small operators, was 
high. Highway accidents had become a national 
problem...’ 


In 1933 the National Recovery Administration 
placed both buses and trucks under self-made code 
regulations. Self-regulation was only partially effec- 
tive, but the short experience under the codes was 
an important factor in bringing the larger operators 
in the industry to favour federal regulation. 

The Federal Co-ordinator of Transportation sub- 
mitted reports over several years in which he recom- 
mended comprehensive federal regulation; and he 


8 Buck v. Keykendall, 267, U.S., 307 and Bush Co. v. Maley, 
267, U.S., 317. 
_ ®50th Annual Report of the Interstate Commerce Commis 
sion, 1936, p. 88. 


was instrumental in drafting the bill which finally 
became law. His ideas were influenced by the need 
to stabilize the chaotic conditions of the time, 
although he evidently had hopes that federal regula- 
tion would also have other far-reaching results. He 
wrote :— 


“ .. A partial and incomplete system of regulation 
such as we have had, will not work... Unless com- 
petition is brought under greater restraint, it can 
bring only wide-spread losses to shippers, to com- 
munities and sections of the country, to investors in 
rail, water, and motor facilities, and to the publie 
generally. Competition between the different forms 
of transportation will continue to have an important 
part to play, but it must be held within reasonable 
limits and kept from assuming destructive and waste- 
ful forms. The transportation system must be knit 
together and co-ordinated. This can only be done 
under the guiding hand of the Federal Govern- 
ment... Regulation should build on the experience 
of the States and give them the support they need in 
carrying their own efforts at regulation to a more 
successful conclusion.’’1° 


The Motor Carrier measure which had been 
backed by the Interstate Commerce Commission, 
the various state regulatory bodies, commercial 
interests, various competing forms of transporta- 
tion, and by a considerable section of the motor 
carrier industry itself representing the larger opera- 
tors, became law in August, 1935, as Part II of 
the Interstate Commerce Act; and as such is 
administered by a separate division of the Commis- 
sion with a Bureau of Motor Carriers to look after 
details. 


The Declaration of Policy contained in the Act 
reads as follows:— 


“Tt is hereby declared to be the policy of Congress 
to regulate transportation by motor carriers in such 
a manner as to recognize and preserve the inherent 
advantage of, and foster sound economic conditions 
in, such transportation and among such carriers in 
the public interest; promote adequate, economical, 
and efficient service by motor carriers, and reasonable 
charges therefor, without unjust discriminations, undue 
preferences or advantages, and unfair or destructive 
competitive practices; improve the relations between, 
and co-ordinate transportation by and regulation of, 
motor carriers and other carriers; develop and preserve 
a highway transportation system properly adapted to 
the needs of the commerce of the United States and 
of the national defence; and co-operate with the 
several states and the duly authorized officials thereof, 
and with any organization of motor carriers in the 
administration and enforcement of this part.”11 


10 Regulation of Transportation Agencies, Senate Doc. No. 152, 
pp. 23-4, 73rd Congress, 2nd Session. 
11 Interstate Commerce Act, Part II, Sec. 202 (a). 


The Act provides for regulation of interstate com- 
mon and contract carriers of both passengers and 
freight and also of brokers. Private truckers, with 
the noteworthy exception of farm trucks, may be 
regulated from the standpoint of safety “if need 
therefor is found”. The principal provisions apply- 
ing to common and contract carriers may be thus 
summarized :— 

(1) Although all bona fide carriers in existence when 
the Act was passed were allowed to continue 
operating, new operators, or the extension of exist- 
ing lines into new territory, must first be given 
permission by the Commission in the form of a 
certificate of convenience and necessity for com- 
mon carriers or a permit for contract carriers. 

(2) The Commission has control over the issue of 
securities, consolidations, mergers and acquisitions 
of control. 

(3) Control over rates to prevent unreasonableness, 
undue prejudice, disadvantage or discrimination 
is similar to that relating to railroad rates. Con- 
tract carrier contracts must be filed with the 
Commission and common carrier rates must be 
made public in published tariffs. The Commission 
may prescribe minimum rates and charges for 
both common and contract carriers. 

(4) Rules governing such matters as qualifications 
and maximum hours of employees, compulsory 
insurance and self-insurance qualifications and 
safety regulations may be prescribed. 

(5) Standard accounting practice and periodic state- 
ments and reports are required. 

(6) Numerous penalty powers, including suspensions, 
revocations, heavy fines and imprisonment, are 
provided. 

(7) In administration, close contact with state regu- 
latory personnel familiar with local situations is 
provided through the appointment of joint boards 
composed of representatives of the states involved, 
to hear and report on individual cases. 


Present Conditions—Since 1935 the scope of 
federal and state control has been fairly well 
defined. The states regulate intra-state for-hire 
carriers, both common and contract, and they have 
proceeded to systematize their regulatory provisions, 
frequently along the lines suggested by the Inter- 
state Commerce Commission. Some progress has 
been made in bringing about uniformity among 
the states with regard to safety rules and equip- 
ment requirements. Extension of state regulations 
for safety purposes to private trucks is proceeding. 
Increasing interest is being shown in the matter 
of regulating private operators of motor vehicles. 


“A number of states, following the leadership of 
Texas, have already sought to regulate the private 
operator as a ‘carrier,’ and a number of bills have 
been prepared for early introduction in other states 
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that would extend full regulatory control over these 

private operations... The trend of the moment is 

definitely towards complete regulation of private 
transport,.”’12 

In the federal regulation of interstate carriers, 
the first year or so of operation of the Act found 
the Commission almost swamped with the details 
of passing upon applications for operating rights 
(mostly under the “grandfather” clause)13 and in 
the technical work of obtaining and filing tariffs and 
schedules. Control over the issue of securities and 
mergers has enabled the Commission to supervise 
the inevitable consolidation taking place within the 
industry. More recently the Commission has been 
giving greater attention to rate cases. The general 
tendency has been to raise the level of truck rates, 
frequently by means of the power to prescribe 
minimum rates. Little has been done, however, to 
solve the basic rate questions involved in facilita- 
ting the performance by each type of transportation 
of the service for which it is best suited. ‘“Rates,” 
it is stated, “are being fixed without any clear 
understanding of actual costs of operations” and 
again “... rail tariffs are rapidly becoming a com- 
parative yardstick for the making of motor carrier 
rates,”14 

Valuable groundwork has been laid by the Com- 
mission in prescribing a uniform system of accounts, 
requiring monthly, quarterly and annual financial 
and statistical reports and in issuing administrative 
rules covering such matters as safety, extension 
of credit and hours of service of employees. 

In many respects there has been close co-opera- 
tion between the federal and state authorities and 
the Commission has made extensive use of the 
joint boards to prepare its case reports. It has also 
recommended various regulatory measures to the 
state bodies. The result of this co-operation has 
been that some progress toward a national system 
of motor carrier regulatory law in which the state 
and national controls are complementary has been 
made. 

As a result the motor carriers according to a 
statement by the Interstate Commerce Commis- 
sion are subject to stricter regulation than are 
the railways:— 

“The Motor Carrier Act, 1935, was favoured by 
the organizations of both the truck and the bus 
industries, and since its passage our rate-making 

12 “Extent and Possibilities of Bighway sais here by Dawes 


E. Brisbine and George M. Adums, The Annals of the American 
Academy of Political and Social Science, January, 1939, p. 235. 
18J.¢, under the clause providing for the continuance of 
franchises granted prior to the passage of the Act. 
14 Annals of the American Academy of Political and Social 
Science, January, 1939, p. 240. 
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powers thereunder have been invoked much more 
often by the motor carriers themselves than by the 
shippers. Similarly the air carriers were urgent in 
their support of the Civil Aeronautics Act, 1938. 
These two acts provide for the motor carriers and the 
air carriers, respectively, a system of regulation which 
is, if anything, more comprehensive than that which 
has been provided for the railroads.”15 


Rail-Motor Co-ordination—The term co-ordina- 
tion, as here used, is meant to cover the combining 
of the two forms of transportation in the interest 
of better service or economy by having each concen- 
trate on the task for which it is best fitted. 

Immediately after the Supreme Court decision in 
1925 which left interstate motor carriers practically 
unregulated, a few railroads began to enter the 
highway field. The typical attitude of most rail- 
roads toward the motor carriers for many years was, 
however, that they were interlopers who should be 
taxed off the roads. Despite this, the participation 
of railroads in the highway field expanded steadily 
up to the passage of the Motor Carrier Act. 

One of the first steps toward the co-ordination of 
motor carriers with the railways was the gradual 
extension of motor haulage in local cartage service 
to and from railroad stations, formerly conducted at 
shippers’ expense, either by railroad-owned vehicles, 
or by those of a subsidiary or local contractor. The 
gradual adoption of pick-up and delivery service as 
an integral part of the transportation service offered 
by the railroad at published rates culminated early 
in 1934 in the general adoption of free pick-up and 
delivery within certain limits. 

More formal attempts at co-ordination are illus- 
trated by the use which a number of railroads make 
of trucks and buses in substitution for railroad 
trains. This usually takes the form of motor haul- 
age in lieu of local passenger and way-freight service 
to points served by branch lines on which it is 
desired to abandon or curtail service. A closely 
allied use of motor carriers is complementary to rail 
service. This consists of the concentration and dis- 
tribution by motor of passengers and freight at and 
from important rail centres and the use of the motor 
carriers in line haul service to intermediate points. 
This makes it possible greatly to speed up train 
service between the important centres. 

A few railroads also have attempted to develop 
the carriage of truck bodies on rail flat cars, thus 
combining the flexibility of the motor carrier for 


15 52nd Annual Report of the Interstate Commerce Commis- 
sion, 1938, p. 8. 


terminal operations with the economy of the rail- 
road in line haul operations. While this scheme has 
some theoretical merits, it has not progressed far. 
It has not been used to any extent by railroads for 
hauling their own or a subsidiary’s trucks; but 
rather for the carriage of competing trucks at tariff 
rates not too attractive to the latter. 


The extent of railroad investment in motor car- 
riers was estimated by the Interstate Commerce 
Commission in the spring of 1936. At that time the 
Class I railroads had a financial interest in 128 
highway motor vehicle enterprises with an aggre- 
gate capitalization of over $43 million. By far the 
larger part of this investment was in passenger 
carriers.16 


With the passage of the Motor Carrier Act the 
extension of railroad activities in the motor field 
practically ceased. While the railroads which had 
motor operations in existence when the Act was 
passed received operating rights under the “ grand- 
father ” clause, the same as other motor carriers, the 
acquisition of additional routes since then has been 
difficult. In general the Interstate Commerce Com- 
mission has taken the position that it is a legitimate 
operation for the railroads to use trucks and buses 
in substitution for rail service and in some cases as 
complementary to it. But the Commission has dis- 
approved of any use of the motor carrier to compete 
with existing motor carriers or railroads where such 
competition was not in existence prior to passage 
of the Act. In the passenger field specifically, the 
Commission has not looked with favour upon the 
control of various Greyhound companies by the 
railroads, and in some cases has forced relinquish- 
ment of such control even after it had existed for 
some time. 


Many railroads appeared to look upon passage of 
the Act as the beginning of the end of their troubles 
with the motor carriers and so ceased to explore the 
possibilities of further co-ordination. Nevertheless, 
in an effort to circumvent regulation under the Act, 
there has been an increasing tendency for railroads 
to create so-called forwarding companies, utilizing 
the facilities of both railroads and motor carriers. 
It was recently ordered, however, that these prac- 
tices shall be changed to comply with the pro- 
visions laid down by the Interstate Commerce 
Commission.17 


16 Investment of Steam Railways in Highway Motor Vehicle 
Enterprises as of May 1, 19386, I.C.C. Statement No. 3669. 


W Preight Forwarding Investigation, 229 1.C.C. 201. 


In conclusion, it may be said that the regulation 
of motor carriers in the United States has been 
brought to the point where conditions are somewhat 
stabilized; much of the former intensive competi- 
tion has been curbed and moderated, to the advan- 
tage of the railroads and of the motor carriers them- 
selves. There are prospects that further gradual 
improvement in this direction will take place. But 
the progress in regulation has done little to further 
extensive co-ordination between the railroads and 
the motor carriers. The Motor Carrier Act allows 
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the carriers to institute, but does not give the Com- 
mission power to establish, through-routes and 
joint-rates for both passenger and freight traffic 
carried partly by rail and partly by motor. Such 
rates would apparently open the door to co-ordina- 
tion in practice between independent and otherwise 
competing agencies of transportation. But in prac- 
tice very little use has been made of this provision. 
Some joint-passenger tickets are sold, but the 
volume of traffic is very small and practically no use 
of joint freight rates has yet been made. 


CuHaptTer [V 


THE BASIS FOR DOMINION-PROVINCIAL CO-OPERATION 


Neither the British nor the United States 
experience in dealing with modern transportation 
problems can afford a clear guide for Canadian 
action. In Great Britain the problem is simplified 
by the existence of a single jurisdiction, though the 
competition between road and rail is intensified by 
the short distances which are involved. In the 
United States the power of the Federal Government 
to deal with interstate commerce gives it a degree of 
control over road traffic which has no counterpart 
in Canada where interprovincial traffic is a negligible 
proportion of the total traffic on the roads; while 
the United States government may almost be said 
to have bought a measure of control over road 
development by its system of conditional grants for 
road construction. 

In Canada it may be reasonably assumed that, in 
future, the Dominion will be charged with the 
responsibility for seeing that the country has ade- 
quate railway services while the provinces will 
continue to build highways suitable for motor traffic 
in keeping with the public demand, which is likely 
to be insistent. The pressures for the construction 
of highways will be so powerful that it is likely that 
they will be checked only by the financial limita- 
tions of the provinces. Demands may be expected 
from motorists for highways comparable to those 
which they find in the United States. The desire to 
encourage motor tourists to travel in Canada will be 
a powerful inducement to this end.1 Areas now 
served by rural roads will press for paved highways. 
Main highways will be constantly improved to take 
care of increasing passenger and freight traffic. A 
conscious intention to facilitate the movement of 
freight by motor vehicles for developmental and 
social reasons must now be counted one of the con- 
siderations affecting provincial highway construc- 
tion.? 

The problem before Canada is, therefore, how 
best to establish and maintain co-operation between 


1In 1937 tourist expenditures in Ontario, according to official 
estimates by the provincial authorities, ran to $117,750,000. Report 
of the Ontario Royal Commission on Transportation, 1938, p. 1. 

2“In many instances motor trucks have reduced the cost of 
freight transportation; have stimulated business, and by giving 
frequent and expeditious service to outlying areas have assisted 
in the decentralization of industry and the commendable building 
up of prosperous small communities distant from the large cities.” 
bid, p. 1. 
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the Dominion, in respect of its railway services, and 
the provinces, in respect of their road construction. 
Effective co-operation is of immense importance 
because, as has been shown in an earlier chapter, 
numerous important interests will be vitally affected 
by whatever course of action Canadian governments 
may take. To allow the railways to adjust them- 
selves freely to the new situation would greatly 
benefit some classes of shippers and greatly harm 
others. To encourage the restriction of railway 
services in cases in which other forms of transpor- 
tation can provide a more efficient service would 
throw railway employees out of work and (if branch 
lines were closed down) would prejudice some 
shippers for whom the other transportation services 
are not satisfactory. To subsidize the railways, 
directly or indirectly, in order to enable them to 
maintain the existing rate structure or existing 
services would impose a heavy burden on the tax- 
payer. 


PossistE Meruops or Co-OPERATION 


Logically there are two methods whereby the new 
forms of transportation might be controlled and 
co-ordinated with the old: the provinces might 
adopt substantially uniform policies with respect to 
the control of highway carriers, and co-ordinate this 
control with Dominion control over railways; or 
jurisdiction to control highway carriers might be 
transferred to the Dominion. 

The first. method, that of uniform provincial 
regulation, was recommended by the Duff Commis- 
sion in 1932.3 In the Dominion-Provincial Confer- 
ence of 1935 (December 9-13), in which all the 
provinces were represented by their governments, 
a number of resolutions were adopted in which the 
desirability of uniform regulation by the provinces 
was recognized in principle.4 One of these resolu- 
tions reads: ‘“‘ That a licence should only be granted 
for the operation of vehicles for the transportation 
of passengers or freight for hire where it can be 
proved to the satisfaction of the licensing authori- 
ties that the service proposed is a public necessity 


8 Report of the Royal Commission on Railways and Trans- 
portation in Canada, 1931-32, p. 105. 


4 Record of Proceedings, p. 31. 


and convenience.” There is much to suggest that 
there is a common recognition by the provinces of 
the need for control both of rates and services and 
general agreement as to the form the control should 
take. A questionnaire was submitted on behalf of 
the Commission to the provinces and from the 
answers received it appears that there is developing 
in each province systems of control, which impose 
rates, require adherence by the trucking and bus 
companies to schedules of pay and hours of labour 
for employees, and limit by licences and other means 
the number of vehicles engaged in transportation to 
what are considered to be the necessities of the area 
served. There is much to suggest that there is 
in existence a basis upon which a Dominion-wide 
system of regulation might be built.5 


Yet it must be recognized that regulation of one 
form of transport—highway carriers—by one 
authority (the province), and of other forms of 
transport by the other authority (the Dominion) 
offers little hope of preventing duplication of carrier 
facilities as between highways and railways, or of 
protecting the railways from undue or unfair com- 
petition by highway carriers. The fact remains that 
the interests of the Dominion Government as the 
trustees of the national interest in railway trans- 
portation, and of provincial governments as the 
trustees of the provincial interest in highway invest- 
ment, are to some extent competitive, and there is 
no assurance that the regulatory authorities of the 
Dominion and the provinces will co-operate or 
respect each other’s interests. 


The alternative is a common regulatory authority 
which can take under its purview all forms of public 
carrier service, including that of highways. It 
would not, however, seem essential that all highway 


5 All the provinces, except Quebec, replied to the question- 
naire and the answers suggest strongly that the statutory means 
to regulate and control motor transportation are available now. 
For example, all the provinces have a special motor act. In 
seven of the provinces covered by the answers to the question- 
naire all public carriers require special Nite (Prince Edward 
Island is the exception). The outline of regulation is visible in 
the discretionary power given to licensing authorities. In New 
Brunswick the licensing authority is to have regard for the “effect 
on other kinds of transportation”. In Manitoba, “public con- 
venience and necessity” must be considered. In British Columbia 
regard must be had for routes already served, for necessity of 
the proposed service, for the public interest, and so on. Quebec 
has corresponding provisions with ample machinery for control. 
There are, likewise, signs of regulation to maintain specific rate 
schedules and the trend in this direction will become more marked 
if the recommendations of the Chevrier Commission in Ontario 
are implemented. This Commission has recommended the crea- 
tion of an Ontario Transport Board with power over highway 
traffic similar to that exercised over other kinds of transport by 
the Dominion Transport Commission. It is not suggested that 
the provinces hitherto have consciously regulated highway traffic 
in the sense that railway traffic is regulated. But the trend of 
provincial legislation and administration is in that direction and 
may gain momentum as the transportation problem comes to 
more clearly appreciated. 
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transportation should come under this common 
authority. It would be impossible for a single 
authority to regulate private vehicles, throughout 
Canada, nor would it seem essential for a central 
authority to regulate all aspects of highway carrier 
service. It would seem sufficient if the common 
authority over transportation had jurisdiction over 
motor carriers merely to the extent of granting 
franchises to operate, and of regulating the service 
performed for the shipper and the rates charged. 
Such jurisdiction need not be as extensive as that 
at present over Dominion railways. It need not 
extend to such matters as safety appliances; wages, 
hours and efficiency of operators; speeds, loads, ete. 
Such matters would be better left to the provinces 
in view of the necessity for their regulation and 
control of privately-owned motor vehicles. If this 
alternative were adopted it would involve the 
transfer of some jurisdiction to the Dominion. 

If our recommendation elsewhere providing for a 
method of delegation of legislative power by the 
Dominion to a province, or vice versa, becomes 
effective, it would be legally possible for the prov- 
inces, individually or collectively, to delegate the 
necessary authority to regulate motor carriers to the 
Dominion which could then exercise this authority 
through the Board of Transport Commissioners. 

Another method for reaching the same result 
would be to amend the British North America Act 
so as to confer on the Dominion concurrent juris- 
diction over motor carriers either restricted to the 
right to grant franchises and regulate rates and 
services, or unrestricted. This would be similar to 
the jurisdiction now exercised over agriculture and 
immigration under section 95 of the British North 
America Act. By such a device, provincial regula- 
tion would be effective until superseded by 
Dominion legislation. Moreover, the Dominion 
would scarcely in practice occupy the whole field 
of regulation, even if it had the power, but legisla- 
tion could be adopted to meet different needs in 
different areas, or as experience warranted. 

A third possible means of achieving a measure 
of unified control should also be noted. It is possible 
that the Dominion could by reference declare 
designated highways works for the general advan- 
tage of Canada, or of two or more provinces, as it 
did in the case of most railways and grain elevators. 
It could then use existing machinery (the Board of 
Transport Commissioners) to regulate motor car- 
riers to a much wider extent than we have suggested 
above as desirable. But the political repercussions 
likely to follow the exercise of the declaratory power 
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in this way make its use highly undesirable except 
after agreement with the province, or provinces, 
concerned. 


Taxation of Motor Carriers—One of the possible 
methods of regulating competition (or of establish- 
ing fair competitive conditions) between railways 
and motor carriers consists in taxation. A uniform 
policy in the various provinces and co-operation 
between the Dominion and the provinces are 
important if taxation is to be used for regulatory 
purposes, aS an examination of possible policies 
will show. 

To-day it is probable that no province is taxing 
motor carriers or private trucks the full share of the 
cost of their operation to the province. It should 
be noted that truck traffic requires much heavier 
road construction and causes greater wear and tear 
on the roads than private motor cars. Yet all 
provinces by means of a flat-rate gasoline tax com- 
pel private motor car owners in effect to subsidize 
buses and trucks. The taxation which it is appro- 
priate that each province should impose on motor 
carriers by way of licence fees might be worked out 
by a research body on the basis of engineering tests 
of the cost of wear and tear on roads by various 
types of vehicle. If the provinces agreed to impose 
this taxation the effect would be to protect railways 
(as they should be protected) from unfair competi- 
tion by truck traffic. Tax rates on trucks and buses 
more nearly equal to the cost to the province would 
probably increase provincial revenues substantially. 
They would at the same time increase trucking 
costs and thereby improve the competitive position 
of the railways. Combined with heavier taxation 
on truck operation should go adequate policing to 
ensure observance of regulations for loading, speeds, 
safety appliances, and efficiency of operators of 
trucks, and this would also tend to increase truck 
operating costs. These matters lie almost wholly 
within provincial jurisdiction, though it is possible 
that the Dominion might exercise considerable 
influence on the provinces by establishing effective 
regulation over motor carriers and private trucks 
entering into interprovincial or foreign trade. 


Control of New Investment.—There is also the 
important problem of controlling new investment in 
transportation in order to prevent over-investment 
and duplication such as have occurred in the case of 
railways. New capital investment in transportation 
is likely to occur primarily in highway, air and 
water transport, but further railway developments 
may occur, especially in the opening up of new 
areas. In view of the fact that the Dominion 


already has jurisdiction over all but a few railways 
and in view of the enormous Dominion investment 
in railways and of its proposed assumption of pro- 
vincial debt incurred for railway construction, the 
Commission recommends that the Dominion should 
have exclusive jurisdiction over all railways® and 
that no further railways should be chartered except 
by the Parliament of Canada. Subsequent pro- 
posals will indicate that Parliament would have the 
benefit of advice by a competent and disinterested 
technical body. 

New investment in highways is, however, much 
more difficult to control. As we have pointed out 
earlier, the pressure for new or improved highways 
is likely to be continuous, and provincial govern- 
ments are likely to be compelled by public opinion 
to improve and increase highway facilities. One 
obvious limit is, of course, the funds available, but 
our financial proposals elsewhere will, if carried 
out, enable some provinces to expand their high- 
ways more easily than they can at present. The 
practical problem is whether or not the Dominion 
should attempt to influence the road construction 
of the provinces either by “ buying control” through 
conditional subsidies as the United States has done 
or by attaching conditions if it has occasion to 
encourage highway construction as part of a program 
designed to stimulate employment. A _ healthier 
and in the long run more potent means of influence 
seems to the Commission to lie in encouraging the 
use of systematic research and far-sighted planning 
which would aim at co-ordinating all forms of trans- 
portation service in a comprehensive national 
system. 


Planning and Research—This conclusion points 
to the necessity of continuous and comprehensive 
planning of the whole field of transportation. 
United States experience, as has been indicated, 
strongly supports the case for planning and research. 
Of course, planning of transportation is not a new 
venture in Canada. Indeed, all federal or provincial 
aid to railways, and all provincial highway construc- 
tion are ventures in planning. But in the past, 
planning of transportation has been piecemeal in 
character and has been concerned with only one or 
a few aspects of the problem. What is needed 
to-day is planning taking account of all forms of 
transportation, continuous, not intermittent, and 
concerned with the co-ordination of existing services 
(especially of rail and road traffic) as well as with 
the expansion of these services. 


6 With an exception of railways which are purely local in 
character, e.g., street railways. 


The Dominion, as the government with the 
biggest investment in transportation and the gov- 
ernment alone able to consider the whole field as a 
single problem, should take the lead in establishing 
a planning organization, while the provinces should 
co-operate by availing themselves of its services. 
It is recommended that a planning board either 
responsible to the Minister of Transport or inde- 
pendent of the Government should be set up. It 
should be composed mainly of experts, including 
both engineers and economists. If the provinces, as 
well as the Dominion, made use of its services it 
might develop into a body which would co-ordinate 
on a voluntary basis the future highway, railway, 
waterway and air programs in Canada, as well as 
lending technical assistance and making investiga- 
tions when requested to do so. If Plan I were 
adopted, this Board might be called on for a report 
by the Finance Commission on the merits of trans- 
portation projects to be financed by borrowing 
through the agency of that Commission. It is also 
suggested that efforts should be made to enlist the 
co-operation of the provinces in planning transpor- 
tation and co-ordinating existing services, especially 
road and rail traffic, and that this might be done by 
establishing joint planning boards on which the 
national planning body and _ provincial highway 
departments or highway carrier control boards 
might be represented.7 

A further aspect of planning might be for the 
Dominion to give consideration to the desirability 
of a complete review of the railway freight rate 
structure in the light of conditions as changed by 
motor truck competition and that the powers of the 
Board of Transport Commissioners should be 
extended accordingly. 

The systematic and planned co-operation which 
might result from the activities of the proposed 
consultative bodies could achieve purposes of high 
public value. Unnecessary duplication of invest- 
ment in transportation facilities and equipment 
could be guarded against, especially in new regions 
—mining areas, for example—where the service best 
fitted to the needs of the locality could be agreed 
upon and supplied. Arrangements providing for all 


7 The Duff Commission recommended a similar method, p. 56: 
“The federal and provincial governments in co-operation should 
however, examine this question of the regulation and taxation o 
road motor vehicles with a view to equalizing the conditions under 
which road and rail transport is carried on, and to securing 
uniformity throughout the Dominien. A joint inquiry in which 
both federal and provincial governments were represented should 
enable a measure of agreement to be reached upon the general 
principles which should govern the regulation and taxation of motor 
vehicles using the public highways. The administration and 
adaptation from time to time of the agreed principles of road 
transport might be left to a consultative committee consisting of 
representatives of the various provincial governments and of the 
federal government.” 
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the year round services by trucks and buses, com- 
bined with effective rate-control would permit the 
abandonment without resulting public inconveni- 
ence of certain short railway branch lines, whose 
earning power has been permanently destroyed. In 
some cases services on branch lines might be sub- 
stantially reduced, in others rail services might be 
provided only during seasons when the highways 
were impassable. Under a policy of co-ordinating 
all forms of transportation, in order that the best 
service possible may be given to districts at minimum 
maintenance charges and investment cost, Dominion 
assistance might well be given in the building of 
highways where those serve as the sole agency of 
transportation under an agreed scheme. Requests 
for recommendation for Dominion assistance for 
provincial highway construction were made to the 
Commission8 but programs of this character on 
any considerable scale should wait upon the adop- 
tion of some kind of joint transportation policies. 


Summary.—In its discussion of rail and road 
transportation the Commission has confined itself 
to pointing out the immense potential dangers of 
waste and overlapping in the field of transportation, 
calling attention to the complexity of the problem 
and the multiplicity and importance of the legiti- 
mate interests affected, citing the experience of 
Great Britain and the United States with modern 
transportation problems and drawing what seemed 
to be the obvious conclusion for Canada, namely 
that there must be intimate and cordial co-opera- 
tion between the governments—federal and provin- 
cial—which divide the jurisdiction over transporta- 
tion problems. The precise form which this 
co-operation should take must depend on the lines 
on which agreement can be reached, but an essential 
condition for its success is that there should be 
available not merely expert advice in crises or 
emergencies but continuous expert planning which 
can extend to all the inter-related branches of this 
peculiarly intricate problem. Throughout the dis- 
cussion the Commission has endeavoured to give 
first place to the interests of the public, whether as 
shippers, or consumers, or as heavily burdened tax- 
payers, and to assume that the Dominion and 
provincial governments will feel bound, in the long 
run, to treat the general interest as paramount. 


8 The Government of New Brunswick in its brief, p. 46: “In 
view of the fact that the Province of New Brunswick has provided 
highways of such a nature as to be necessary in time of peace 
and for the protection of the nation in time of War and has 
incurred a relatively large amount of public indebtedness in their 
construction, it seems only fair that the Dominion should assume 
part of this burden. We trust that the Commission may be able 
to recommend to the government of Canada that some concession 
be made to the Province in respect of highway construction.” 
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SECTION E 
MISCELLANEOUS SUBMISSIONS TO THE COMMISSION 


In the course of the public hearings of the 
Commission many submissions were made on 
matters quite beyond its terms of reference. Some 
of these concerned matters of policy clearly within 
the competence of the Dominion;! others concerned 
matters within the competence of the province.2 
On several occasions it was explained that by our 
terms of reference we were not concerned with 
public policy as such, but rather with Dominion- 
provincial relations, and that however strongly we 
might sympathize with submissions on matters 
beyond our terms of reference we could not make 
recommendations concerning them.? But we think 
that it is expedient to mention certain of the 
submissions although our instructions debar us from 
discussing their merits. 

Two briefs submitted to us in the Province of 
Quebec contended that the women of that Prov- 
ince should be allowed to vote in provincial 
elections.4 This is a question which lies entirely 
within the competence of the Legislature of the 
Province of Quebec. 

Another contention, also made in Quebec, was 
that the French-speaking population in New 
Brunswick should have representation in the 
New Brunswick Legislature commensurate with, or 
proportional to, its numerical importance in that 
Province.5 This, too, is a question which is within 
the exclusive competence of the legislature of the 
province concerned. 

A third contention concerns the position of the 
French language in provinces in which there is a 
substantial French-speaking minority.6 There are 


1f.g. Ex. 262, Brief of Alberta Co-operative Sugar Beet 
Growers’ Ass’n which wee among other things special freight 
rates for the assistance of western sugar beet growers. 

2 H.g. Ex. 29, Brief of Catholic Minority of Manitoba. 

3 #Hg. Ev. pp. 1232-33. 

4Ex. 345 La Ligue des droits de la femme, and Ex. 349, 
Alliance canadienne pour le vote des femmes de Québec. 

5 Hx. 352, Mémoire des Acadiens et des Canadiens-frangais 
des provinces Maritimes. 

6 Hx. 


Association Canado-Américaine, 
ciation des hételiers de la campagne de la province de > 
L’Union des vétérans canadiens. Opposition to the views set out in 
these briefs was expressed in Ex. 395, Brief of Grand Orange Lodge 
of Ont. West. 
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three aspects to this contention. The first concerns 
primary and secondary education, the second the 
use of French in the legislature and courts of the 
province and in governmental publications, the 
third the use of French in communications with the 
Federal Government or in business with the 
employees of that government. The general argu- 
ment in the briefs was that section 133 of the 
British North America Act affirms and consecrates 
the bilingual character of the Dominion, and that 
the intent of this section has been reproduced in the 
Manitoba Act of 18707 and in the North-West 
Territories Act of 1877.8 All the briefs and sub- 
missions on this question claim that the British 
North America Act simply confirmed natural and 
historic rights, and they quote to this effect 
capitulations, treaties, statutes and speeches by 
many of the Fathers of Confederation.2 These 
briefs contend that no narrow interpretation should 
be given to section 133, but that it should be read 
in the wide sense which it is alleged that the Fathers 
of Confederation, to judge by their words, intended 
that it should convey.19 The partieular complaints 
are: that French is not an official language outside 
of the Province of Quebec except in the field of the 
Federal Government and in federal courts; that 
French-Canadians and Acadians do not have a 
share in the civil service of Canada commensurate 
with their numbers; that many of the federal civil 
servants with whom the French-speaking part of 
the population must deal do not understand French, 
still less speak or write it; that in certain parts of 
the country, outside of Quebec, there are no 
programs in French over the Canadian Broadcasting 
Corporation’s network; that in the schools, outside 
of Quebec, there is practically no instruction con- 
ducted in French, even though English could be 
better taught to French-speaking children through 
French.11 It is contended that it is one of the 
natural rights of a father to have his children 
educated in the language of the parents. French- 


7 Section 23. 

8 Section 11. 

®An extended discussion is to be found in Ex. 344, 
Société Saint-Jean-Baptiste de Montréal. 

10 For a discussion of the difficulty of interpreting the B.N.A. 
Act in accordance with the intentions of the Fathers of Confedera- 
tion, see Book I, chapter entitled “ The Nature of Confederation ”. 

11 This argument is developed at length in Ex. 355, Brief of 
Lee Canadiens-francais de ]’Alberta. 
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Canadians and Acadians refuse to have their status 
compared with that of immigrant minorities, and 
resent such a comparison, for they were the 
discoverers and first settlers of the country and 
claim that anywhere in Canada they are in their 
motherland. No one, we think, will deny the 
importance of the part played by Canadians of 
French origin in exploring, pioneering and settling 
Canada. Nor will anyone, we think, dispute the 
desirability of supplementing English and French 
culture and vice versa whenever it is practicable to 
do so. In the field of secondary and higher educa- 
tion particularly there is little danger of the cultural 
value of either of the two great languages of Canada 
being underrated in provinces in which the other is 
the language of the majority. We may call atten- 
tion to a brief presented to this Commission by the 
Youth Council of Greater Vancouver!? in which 
it was suggested that every normal boy and girl in 
Canada should learn both languages. Considera- 
tions of sentiment reinforce this suggestion that 
the language of each of the two races which have 
pioneered the North American continent should be 
part of the cultural heritage of both. 


But the education of the young is, as we empha- 
size elsewhere,13 one of those cultural matters over 
which each province enjoys under the British North 
America Act almost exclusive control. In the 
primary education of children likely to leave school 
at a very early age the question of language 
instruction presents peculiar difficulties. Our con- 
tribution toward meeting them, while indirect, is 
not unimportant. We have endeavoured to frame 
recommendations which, if implemented, would 
place every province in a position in which its 
treatment of primary education and of the school- 
leaving age need not be dominated by the considera- 
tions of rigid and almost ruthless economy which 
have in some instances undermined the basis of our 
educational system. In the same way the use of 
both languages in public business is a matter in 
which, subject of course to existing constitutional 
provisions, the legislature of the province concerned 
has exclusive jurisdiction. And the federal policy in 
this matter must, subject to the same limitations, 
be determined by the Parliament of Canada. Thus, 
while we sympathize with the persistence of the 
French Canadians and Acadians in holding to their 
language and their culture, and while we are far 
from wishing to minimize the importance of this 
question, we see in the order in council which 


12 Bx. 205. 
18 See p. 50ff. 


defines our duties no justification for undertaking a 
detailed study of the question or for making recom- 
mendations in connection with it. 

A fourth contention, which has received wide- 
spread support throughout Canada, is that consti- 
tutional safeguards should be provided to protect 
the fundamental political rights and liberties of 
citizens of Canada against any possible infringe- 
ment by provincial legislation.14 There are many 
ways in which such protection might have been 
given. A “ Bill of Rights” might have been added 
to the British North America Act, so worded as to 
define the rights to be protected and to invalidate 
any legislation purporting to infringe them. But 
the difficulty of defining rights in the constitution, 
of enforcing their protection, and of preventing a 
“Bill of Rights” from being a barrier to social 
progress, is evident from the experience of the 
United States. Or, a second method might have 
been to vest in the Parliament of Canada an express 
power to define and protect these rights although 
some provinces would have probably objected to 
giving such powers to the Federal Parliament. This 
device would probably not have given to Parlia- 
ment any wider powers that it now enjoys under 
other heads, but it would have operated to deprive 
provincial legislatures of power to infringe these 
rights. This device would, however, have involved 
the difficulty of defining precisely the rights to be 
protected. A third device would have been to define 
authoritatively the circumstances under which the 
power of disallowance should be exercised by the 
Government of Canada, including under these cir- 
cumstances the invasion of the rights and liberties 
of the citizens of Canada. 


The Fathers of Confederation apparently pre- 
ferred to trust to the good sense, fair-mindedness 
and traditional constitutionalism of the majorities 
in each part of the Dominion for the practical 
protection of such rights, rather than to attempt to 
set up any artificial control which would have 
implied anxieties and a lack of mutual confidence 
really contrary to the ideals with which they were 
then impressed. 


Whether or not Canadian experience since Con- 
federation shows that some artificial control is now 
required in that regard instead of the original trust 
and confidence, is a question with respect to which 


14See Ex. 17, Winnipeg Board of Trade; Ex. 33, Native 
Sons of Canada; Ex. 106, Trades and Labor Congress; Ex. 236, 
Edmonton Chamber of Commerce; Ex. 249, Calgary Board of 
Trade; Ex. 243, Alberta Youth Congress; Ex. 92, Canadian Life 
Insurance Officers Ass’n; Ex. 255, United Farmers of Alberta; Ex. 
207, Native Sons of B.C.: Ex. 345, La Ligue des droits de la 
femme; Ex. 386, Canadian Legion; Ex. 401, Communist Party. 


our practical conclusion must be much the same as 
that reached in our discussion of the submissions 
concerning the position of the French language. 


A fifth matter to which considerable argument 
was addressed before the Commission was that of 
provision for amending the British North America 
Act without resort to the Imperial Parliament. The 
Province of Nova Scotia in particular stressed the 
need for devising procedure to this end,15 and 
this contention was in general supported by the 
Provinces of Saskatchewan, Manitoba and British 
Columbia.1® The Provinces of Nova Scotia and 
Saskatchewan contended that the consent of every 
province should not be required to an amend- 
ment, except in matters involving minority rights.17 
On the other hand, the Government of Quebec 
contended that the British North America Act 
embodied an agreement between the provinces, and 
as such was not amendable except by the consent 
of all provinces.18 New Brunswick’s submission was 
based in part on a similar contention.* Important 
as is this question from the point of view of 
Dominion-provincial relations, we feel that it falls 
outside our terms of reference which are confined 
in the main to the economic and financial aspects 
of the federal system. While some of our recom- 
mendations will if implemented involve specific 
amendment of the British North America Act, the 
procedure whereby these amendments should be 


15 Brief of N.S., pp. 14-15; Ev. pp. 3870-71. 


16 Brief of Sapk. p. ie Be Brief of Man., Pt. II, p. 41, 
Ev. p. 71; Brief of Ra i) 


17 Ey. (Sask.), pp. 1291, eke Ey. (N.S8.), pp. 3870-71. 


18 Hx. 341, Statement of the Province of Quebec, Ev. pp. 
8132-35. 


*Brief Pt. II, also Supplementary Brief. Cf. also views of 
Premier Hepburn of Ontario, Ev. p. 7400. 
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brought about is a matter for the governments 
and legislatures concerned, rather than for this 
Commission. 

Another constitutional matter submitted to us 
was that of the implementation of treaties. It was 
contended that a recent decision of the Judicial 
Committee of the Privy Council had the effect of 
limiting the power of the Dominion Parliament to 
implement treaties under section 132 of the British 
North America Act to those treaties negotiated by 
the King on the advice of his United Kingdom 
ministers, and that for treaties made by the King 
on the advice of his Canadian ministers, or conven- 
tions made by the Canadian Government, on any 
matter within the legislative jurisdiction of the 
provinces the Dominion Parliament had no power 
of implementation. It was contended that this 
made it extremely difficult, if not impossible, for 
Canada to perform its international obligations. It 
was further urged that the normal method of 
implementing treaties in a federal state was by 
the central rather than the state or provincial 
authorities.19 

But, except for conventions of the International 
Labour Organization (which are intimately related 
to jurisdiction in labour legislation) ,29 the Commis- 
sion felt that the problem of implementing treaties, 
however important in Dominion-provincial relations 
or in relation to the status of Canada as a member 
of the family of nations, fell outside its terms of 
reference. 


19 for an extended discussion see Ex. 100, Brief of Lea 
of Nations Society. See also Ex. 106, Brief of Trades and La 
Congress; Ex. 386, Brief of Canadian Legion; Ex. 99, Brief of 
League for Social Reconstruction; Ex. 257, Brief of Alberta C.C.F. 
Clubs: Ex. 205, Brief of Greater Vancouver Youth Council; Ex. 
209, Brief of Young Liberal Ass’n (B.C. Section): Ex. 28, Brief 
of Greater Winnipeg ee Council; Brief of Man. Pt. II, pp. 
26-27; Brief of Sask., 334. 


20 See p. 48. 
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SECTION F 
SPECIAL CLAIMS 


We have left for consideration in this section a 
number of claims presented by individual provinces 
which sought relief from the Dominion as a matter 
of right, rather than of law. In so far as their 
character is monetary these claims, whatever their 
strength, would have no practical importance if 
effect were given to our financial proposals and in 
such an event it would matter not at all whether 
we rejected these claims or allowed them. We 
believe that every province which has presented 
claims to us would be better off under our proposals 
than if effect were given to its claims and the 
proposals disregarded; and, under the method of 
calculation which we have followed, a province could 
not improve its financial position as a matter of 
right, without diminishing in equal degree the 
amount due to it on the basis of fiscal need until 
this amount reached zero. It could not, therefore, 
have both the benefit of the claims which we are 
about to consider and of the subsidies and debt 
relief which we have already recommended. 


It is, perhaps, not altogether fortuitous that 
claims should have been presented on behalf of 
provinces for which we have recommended aid on 
other grounds. A claim is apt to be the reflection 
of a need, and the strength of the need is apt to 
reinforce the conviction that the claim is just. A 
province which has not prospered under Confedera- 
tion, relatively to other provinces, is alert to find 
ways in which it appears to have been wronged, or 
in which federal policies appear to have operated 
to its disadvantage. And it is precisely to help 
provinces which have prospered less than others 
(on the ground that a proper conception of 
Confederation requires that their governments 
should be kept in a financial position to provide 
services on Canadian standards) that our main 
financial proposals are designed. 
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Yet it is important that these claims should be 
discussed. Some of them are not monetary in 
character but concern wide issues of policy. Even the 
monetary claims become of obvious significance only 
if our main proposals are not implemented. Like 
all claims of right, they are accompanied by a 
feeling of grievance—a feeling which is detri- 
mental to national unity. We have, therefore, felt 
it our duty to give full consideration to every 
claim presented to us. In so doing we do not 
consider that we are going beyond our terms of 
reference. Although we were not appointed as a 
claims commission our mandate was extremely wide 
and a thorough consideration of the claims of the 
provinces was necessary if a picture were to be 
formed of their true financial position and of that 
of the Dominion, because an award of compensa- 
tion on any of these claims would have altered the 
fiscal need of the province concerned. Moreover, 
a report which left numerous claims outstanding 
would be an unsatisfactory basis for the permanent 
adjustment of the financial relations between the 
Dominion and the provinces. Some of the claims 
are of so general a character as to raise issues of 
vital importance to the federal system. These are 
discussed in the chapter immediately following this. 
Other claims were more specialized. British 
Columbia in particular had been led to expect that 
this Commission would deal with its claim, which 
was of very long-standing, and we received special 
instructions from the Dominion Government to 
deal with it. It would have been out of the ques- 
tion to deny to other provinces a privilege accorded 
to one of them, and we, therefore, felt that we had 
been, by implication, expected to deal with other 
special claims as well. 


CHAPTER I 


COMPENSATION FOR THE ADVERSE EFFECTS OF FEDERAL POLICIES 


In our public hearings the incidence of various 
federal policies on certain provinces and regions was 
discussed at length. In particular it was argued 
that the customs tariff bore with exceptional 
severity on the four Western Provinces and on the 
Maritime Provinces;1 that the federal monetary 
policy after 1931 had seriously injured the Prairie 
region;2 that the freight rate structure (indirectly 
the responsibility of the Dominion Parliament) dis- 
criminated against the Western Provinces and, 
especially, Alberta;? that the Maritime Provinces 
were not enjoying the benefits of the freight rates 
or of railway management promised at the time of 
the construction of the Intercolonial railway ;4 that 
the Dominion corporation income tax policy preju- 
diced industry in Ontario;5 and that Dominion 
personal income and corporation income taxes 
injured the fiscal interests of the Governments of 
Ontario and British Columbia.6 In part these 
complaints were no doubt due to misapprehension 
of the nature of the Commission’s inquiry, and were 
based on the opinion that the Commission could 
make recommendations on federal policy. Some 
complaints were intended merely as an explanation 
of the unsatisfactory fiscal condition of the province 
concerned. But the inference of some of these 
representations was that the Dominion was account- 
able to the province for the adverse effects of federal 
policies suffered by the people of the province and 
the province was entitled either to compensatory 
policies to remedy the situation, or failing such 
policies, to damages payable to the provincial 
government. 


1 Ex. 236, Brief of Pano an ceeaiber of Commerce, p, 27; 
Ex. 172, Brief of BC., PVT xe Brief of Man., Pt. IV; 
Ex. 357, Brief of N.B., Pp. 46-51; Tig “ist, Pus of N.S., pp. 80- 
94; Ex. 161, Brief of p. Brief of Sask., pp. 
223-232; Exs. 421, 424, 427 Tepe: a is 577 402) supp. statements 
of Hon. John Bracken, Dr. Jacob Viner and Hon. 8. Garson 
on behalf of Manitoba. 

2 Brief of Man., Pt. III; Brief of Sask., pp. 233-51; Brief of 
Edmonton Chamber of Commerce, pp. omg Ex. 423 (Ev. pp. 
10,375-502) supp. statement of Dr, A. H. Hansen on behalf of 
Manitoba. 

8 Brief of Edmonton Chamber of Commerce, pp. 28-35; Brief 
of Sask., pp. 203-23; Ex. 172, Brief of B.C., pp. 297 

4Ex, 366, Brief of Transportation Commission of the Mari- 
time Board of Trade. See discussion in Chapter “Claims Con- 
cerning Trade Through Maritime Ports.” 

5 Brief of Ont., Pt. II, p. 62. 

6 Brief of Ont., Pt. II, pp. 50-55; Brief of B.C., p. 24. 


230 


On several occasions Chief Justice Rowell, the 
first Chairman of the Commission, stated clearly 
that the Commission was not concerned with any 
federal policy as such, and that it could only take 
account of any federal policy if it could be shown 
that that policy had prejudiced the financial 
position of the province.? On reconsideration of 
the matter we think that this is the proper position 
for us to take. Our general financial reeommenda- 
tions, which provide for federal assistance to a 
province in relation to its fiscal need, indirectly, by 
assessing the taxable capacity of the people of the 
province, take account of the incidence of all federal 
policies, and provide for adjustments which will 
continue to take account of effects of federal policies 
in the future. If our recommendations in this 
respect are adopted, claims for compensation to a 
province for adverse effects of federal policies will 
lose much of their force. If these recommendations 
are not implemented it is probable that such claims 
will recur with increasing frequency in Dominion- 
provincial relations. For this reason, and because 
claims of this nature raise fundamental issues about 
the nature of the Canadian federal system, we think 
that the whole question of the accountability of the 
Dominion to the provinces for federal policies 
demands careful examination here. 


In all states, whether unitary or federal, national 
policies are largely the result of compromise be- 
tween conflicting views and interests. The benefits 
of policy rarely, if ever, are distributed evenly over 
the whole nation. Most, if not all, policies benefit 
some individuals or groups more than others, and 
very often some areas or regions more than others. 
Even within a unitary state policies which prejudice 
interests of groups or regions may lead to serious 
political difficulties. But we know of no state 
which, except in instances where private property 
is actually appropriated for public purposes, follows 
the practice of paying damages directly to groups 
or regions or communities or individuals which 
suffer adversely from national policies. Compensa- 
tory policies are, indeed, often adopted to assist 


7 Hg. Ev. pp. 1232-33; p. 4459. 


groups or regions adversely affected by other 
policies. In the modern world where economic 
nationalism is predominant this practice is char- 
acteristic of most states. It has frequently been 
followed by Canada. For example, the Maritime 
Freight Rates Act of 1927, in order to compensate 
the Maritime Provinces for the additional mileage 
of the Intercolonial railway due to military con- 
siderations, provides for a differential of twenty per 
cent on freight rates on freight originating in, or 
going to, these provinces. Again, fixed prices for 
wheat have been supported on occasion on the 
ground that they compensated the Western Prov- 
inces for their burdens under the tariff. But com- 
pensatory policies on behalf of groups or regions are 
quite a different matter from the payment of 
damages for the adverse effects of policy. Again, it 
is one thing for a state to provide compensatory 
policies on the grounds of expediency, but it is 
quite another matter to hold that it is under obliga- 
tion to do so. 


The question arises whether the situation is 
different in a federal state from that in a unitary 
state, and whether the provinces (or states) in a 
federal union are entitled either to compensatory 
policies or monetary damages for losses occasioned 
by their people from federal policies. The claim 
that the provinces are so entitled appears to rest on 
the assumption that the Dominion is the agent of 
the provinces, responsible to them for the effects of 
federal policy, rather than directly to the people of 
Canada. But the Dominion cannot in any sense 
be deemed the agent of the provinces. The prov- 
inces did not create the Dominion nor delegate to 
it their powers. It is true that prior to 1867 the 
representatives of three colonies (Nova Scotia, New 
Brunswick and Canada) met together and drew up 
terms of union which formed the basis of the British 
North America Act. But the colonies were not 
sovereign states, and could not of themselves create 
the new entity, the Dominion of Canada. The 
Imperial Parliament alone could do this, and it is 
significant that the act of creation destroyed one 
of the colonies whose representatives had partici- 
pated in drawing up the basis of union and created 
out of it the two provinces of Ontario and Quebec. 
Nor have the courts ever held that the powers of 
the Parliament of Canada have been delegated to 
it, either by the provinces or by the Imperial 
Parliament. Within its own field of jurisdiction it 
is as sovereign as the Imperial Parliament itself or 
as are the various provincial legislatures within 
their proper field. 
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The essential difference between a federal and a 
unitary state is the division of power in a federa- 
tion between central and local units of government, 
and hence a division of responsibility. Within its 
field of jurisdiction each unit is autonomous. But 
the central authority and the local authority are 
not two independent states, rather they act for the 
same people in different capacities. It cannot be 
said that the Parliament of Canada when it legis- 
lates within its field of power is legislating for the 
people of Canada exclusive of the people of 
Saskatchewan or of Manitoba or of any other 
province, even if all the representatives of the 
people of the province dissent. Rather, it acts for 
the whole nation, and for the exercise of its 
discretion it is responsible to the people of all 
Canada, including the people of every province. It 
may formulate policies which benefit more the 
people of some provinces than of others, or injure 
the people of some provinces while benefiting those 
of others, or restrict economic opportunities of the 
people of some provinces while enlarging economic 
opportunities of the people of other provinces, but 
this is entirely within the field of discretion 
entrusted to it by the British North America Act. 
And for such actions only the people who elected 
the Parliament of Canada, namely the people of all 
Canada, can hold it to account. 


If the logic of constitutional theory is not 
sufficient to negative the assumption that the 
Dominion is accountable to the provinces for federal 
policies, the practical difficulties of making this 
assumption a working principle of Dominion- 
provincial relations are nevertheless insurmount- 
able. The survey of the economic and financial 
history of Canada given in Book I of this Report 
indicates the complexity and inter-relation of 
federal policies. ‘Transportation policies and the 
tariff have acted and reacted upon one another 
since Confederation, the effects of one cannot be 
completely isolated from the effects of the other. 
Monetary policy after 1931 was intimately related 
to earlier developmental policies which had laid 
Canada under a heavy burden of external debt, 
and its effects cannot be considered in isolation 
from the effects of these earlier policies, or indeed 
apart from the effects of tariff and transportation 
policies. Nor can the effects of taxation under the 
customs tariff be considered without reference to 
the effects of the sales tax or other federal taxes. 
Indeed, federal policy, though unplanned as a 
whole, has developed into a highly complex web, 
no thread of which can be completely disentangled 
from the others. The incidence of any one policy 
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cannot be properly measured alone for the reason 
that it is affected by the incidence of every other 
policy. A province or region, for example, which 
suffers from some items in the tariff may benefit 
from others, or even if it suffers from the tariff as 
a whole, it may benefit from other policies such as 
fixed prices, or special freight rates, or develop- 
mental policies at federal expense, or external trade 
policies. Any fair system of accounting would have 
to include gains and losses from all federal policies 
not only at any given time, but for the whole period 
since federation. And even if the tangled skein 
of federal policy over seventy years could be 
unravelled, losses and gains could, in many cases, 
only be estimated by examining the alternative 
policies which might have been followed. No 
estimate based on so many “ might-have-beens ” of 
Canadian history could be reliable. There is, 
indeed, no possibility that a province could draw 
up a reasonably accurate account of losses and 
gains from membership in federation.8 


It is, of course, of the essence of democracy that 
any individual, or group, or the people of any part 
of Canada, is fully entitled to seek to change public 
policy through political means. Those who seek to 
change public policy are fully entitled to make use 
of all legitimate means, including existing organiza- 
tions, or the formation of new political organiza- 
tions, to effect the desired change. It is inevitable 
that the people of a province should on oceasion be 
assisted or represented by the government of their 
province in seeking to effect a change in federal 
policy. It is one thing for a provincial govern- 
ment in the interests of its people to seek to effect 
a change in federal policy, but it is quite another 
thing to hold that the Dominion is liable in dam- 
ages to the provincial government for the effects of 
federal policy upon the people of the province. It 
is equally unsound to hold that a province is 
entitled as of right to remedial policies to make 
good adverse effects of other federal policies on its 
economy. It would, indeed, be quite as logical to 
hold that the province is liable in damages to the 
Dominion for the adverse effects of provincial 
policy on the interests of the nation, or that it 
should adopt remedial policies to compensate the 
Dominion for losses from other provincial policies. 


8 Dr. Carrothers, economic adviser for B.C., in reply to a 
question whether it was possible for a province to set up a Balavhe 
sheet of losses and gains as against the Dominion, replied (Ev. p. 
6204): “I think the practical difficulties involved would be almost 
insurmountable. The difficulty would be to segregate what is 
purely a provincial matter from what is a matter for the province 
as part of the Dominion.” See also discussion of this point 
in the Ont. hearings, Ev. pp. 7755-58. 


In thus holding that the Dominion in the exercise 
of its functions is not responsible to the provinces 
we do not mean to suggest that it should, in develop- 
ing or continuing a federal policy, disregard the 
interests of a provincial government or of the people 
of a province. Even in a unitary state it is the part 
of wisdom for a government to have due regard for 
discontent of classes or regions arising from the 
incidence of national policy. It is the more so in a 
federal state where the people have two fields in 
which to exercise their control of government. A 
sense of their inability to influence federal policy 
directly may easily divert the electors to use the 
provincial field to organize their discontent with 
federal policy, and thus a policy, constitutionally 
within the discretion of the federal Parliament and 
presumably designed in the national interest, may 
become the occasion for serious friction between 
the Dominion and a province, and may thus tend 
to weaken the bonds of national unity rather than 
to strengthen them. The necessity of carefully 
estimating the consequences, both economic and 
political, of federal policy is an obvious lesson to be 
drawn from the survey of economic and financial 
developments since 1867 contained in Book I of 
this Report. 

Another conclusion to be drawn from Book I of 
this Report is that federal policies considered as a 
whole have tended to benefit certain regions more 
than others. These tendencies have undoubtedly 
affected the financial position of every province, 
and of some provinces more than others.9 It is 
theoretically possible that federal policy might so 
weaken the financial position of a province as to 
make it difficult, if not impossible, for it to perform 
its functions on standards reasonably comparable 
with those of other provinces. In such an event we 
think that it is in the national interest for the 
Dominion to come to the assistance of the province 
thus adversely affected. The constitution lays 
upon the province responsibilities in the field of 
government which, if they cannot be fulfilled by the 
province, remain unfulfilled, since the Dominion 


9In fairness to certain provinces it should be stated that 
this was the ground on which, either in original or later state- 
ments to the Commission, they criticized federal policies. The 
Hon. John Bracken, Premier of Manitoba, in final hearings before 
the Commission stated (Ev. p. 10,340): “In connection with the 
discussion on monetary policy let me add that we have no thought 
of presenting a bill for damages to the Dominion for monetary 
losses sustained by the western provinces in consequence of federal 
monetary policy. We present the monetary brief only as one of 
the many factors which account for the economic stress to which 
the western provinces have been subjected, and which therefore 
serves to explain in part why these provinces now stand in need 
of a readjustment of their fiscal relations to the Dominion.” For 
similar statement by Hon. A. L. Macdonald, Premier of N.S., 
sani pp. 3858-59 and 4006. For further discussion see Ev. pp. 
‘4 fa . 


cannot undertake provincial functions. Moreover, 
the inability of a province to provide services on 
standards reasonably comparable with those of other 
provinces is bound to give rise to discontent and so 
to impair national unity. It is, therefore, in the 
national interest that the province should be able 
to carry the responsibilities of government entrusted 
to it by the British North America Act and amend- 
ments. But it cannot be held that hitherto the 
Dominion has been under any recognized constitu- 
tional obligation to enable a province to perform 
its functions. 


But even when federal policy tends to impoverish 
a provincial area, its effect on provincial finance is 
at best remote and indirect, and only small in 
comparison to the total effect on the people of the 
province. The provincial government is rendered 
poorer, if at all, only to the extent that the capacity 
of its people to pay provincial (including muni- 
cipal) taxes is impaired. A province and its muni- 
cipalities normally take only a small proportion of 
the income of their people in taxation. A reduction 
in the total income of the people of a province may 
make more difficult, but not necessarily impossible, 
the collection of normal tax revenues by the 
province and its municipalities. Yet, even if the 
reduction in the income of the people of a province 
should be so great that the collection of normal 
tax revenues became impossible, the injury to the 
fiscal position of the province would be only the 
loss in tax revenues plus possible additional 
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expenditures due to such matters as relief, and not 
the loss in the total income of its people. The 
issue is not the liability of the Dominion to a prov- 
ince for the adverse effects of federal policy, but 
the ability of the province to perform its functions 
under the federal system. The measure of assist- 
ance which should be forthcoming from the 
Dominion is not, therefore, the net damages from 
federal policies, but the fiscal need of the province 
arising from any cause. 


Admittedly, provincial fiscal need has not hitherto 
been expressly recognized as a principle of federal 
assistance to the provinces, but we think that it 
should be. Our recommendations for adjustment 
and emergency grants are based on this principle.10 
They aim to place every province in a financial 
position to perform the functions entrusted to it 
by the British North America Act (with the excep- 
tion of relief of employables which we have recom- 
mended should be the direct responsibility of the 
Dominion). In particular they aim to make 
possible for every province social and educational 
services on Canadian standards, and developmental 
services on the standards set by the province in 
the “peak” years, 1928-31,—-ends which, if achieved, 
should alleviate the adverse effects of federal policy 
on the people of any region or province. The 
method adopted is that of measuring provincial 
fiscal need, rather than the impractical method of 
assessing the adverse effects of federal policies. 


10 See Sect. B, Ch. V. 


Cuapter II 


CLAIM OF BRITISH COLUMBIA FOR REVISION OF SUBSIDIES 


For many years British Columbia has sought to 
have a Royal Commission appointed to consider its 
claim for additional subsidies to place it on equality 
with other provinces of Canada. After many 
requests, culminating in a brief filed in 1934,1 a 
special interim payment of $750,000 was granted 
by the Dominion in December, 1934, for the fiscal 
year ending March 31, 1935,2 and payments of the 
same amount have been provided by the Dominion 
each year thereafter in the annual estimates. The 
Government of the Province, however, continued to 
press for the appointment of a Royal Commission 
to investigate its claim so that such amounts as it 
might be found entitled to would be placed on a 
permanent rather than on a temporary basis. When 
the present Commission was appointed the Govern- 
ment of the Province “was assured that any state- 
ment of the Province’s case for special considera- 
tion would be heard by this Royal Commission ”’.8 
Instructions to hear such special claim were given 
to this Commission by the Dominion Government 
previous to the hearings in British Columbia and 
were confirmed by letter at a later date.4 The 
Province accordingly presented its claim to this 
Commission. 


The Province contended that “when it is 
suggested that modifications be made in the 
Dominion-provincial financial relations, a prelim- 
inary special readjustment would have to be made 
in the case of British Columbia in order to bring 
it into line with the other Provinces of Canada 
before a general readjustment, which would be fair 
and equitable to the Province of British Columbia, 


1Ex. 179, British Columbia’s Claim for Readjustment of 
Terms of Union, 1934. 

2x. 175, Letter, 19th Dec., 1934, Rt. Hon. R. B. Bennett, 
Prime Minister of Canada to Hon. T. D. Pattullo, Premier of 
B.C 


8 Bix, 172, Brief of B.C., p. 22. 

4Extract from letter, 22nd Nov., 1938, from Deputy Minister 
of Finance to Secretary of Commission: “I have your letter of 
November 16th referring to representations already made by the 
Province of British Columbia in respect of their special claim for 
subsidy, and indicating that Senator Farris, on behalf of the 
Province, may possibly be making further representations to 
the Commission on this matter during the present week. 

“T am instructed by Mr. Dunning to advise you that the 
Dominion expecta the Commission to deal with the_ special 
subsidy claim of British Columbia and to make a special recom- 
mendation in regard thereto.” See also statement by Chairman, 


Ey. p. 4980. 
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could be made.”5 It was also contended that the 
special subsidy of $750,000 was merely “an interim 
increase until such a time as the whole position 
of the Province in the Confederation could be 
examined and equitable financial arrangements 
determined ’”’.6 In hearing this special claim the 
first Chairman of the Commission invited a full 
discussion, stating: “we must have all the facts 
before us to enable us to say whether, in our 
fiseriae you are entitled to $750,000, or more, or 
ess ”,7 


History or Sussipy RELATIONS WITH 
British CoLUMBIA 


The history of subsidies granted by the Dominion 
to British Columbia is set forth in detail in the 
Province’s brief$ and in the special study on sub- 
sidies prepared for the Commission.9 It is, there- 
fore, unnecessary for present purposes to do more 
than outline the situation. 

British Columbia entered Confederation in 1871 
under an Imperial Order in Council dated 16th 
May, 1871, passed pursuant to addresses from the 
Senate and House of Commons and from the Legis- 
lative Council of British Columbia setting forth the 
terms of union. In 1870 a delegation from British 
Columbia had gone to Ottawa to negotiate terms 
of union with instructions to ask an annual 
subsidy of $213,000, made up of a grant for govern- 
ment of $35,000, a subsidy of 80 cents per capita 
on an assumed population of 120,000, and a debt 
allowance based on the same assumed population at 
a rate of $22 per capita.t9 The actual population 
at the time was under 35,000, of whom about 25,000 
were Indians, but it was contended that an assumed 
population of 120,000 was proper if consideration 
were given to the high per capita contributions by 
the people of British Columbia to the Dominion 


5x. 1725 Briet, ps. 22. 

6 Tbid. 

7 Rv. p. 5235. See also Ev. pp. 5264, 5901, 5906, 5907. 

8 Ex. 172, Brief, pp. 4-9; 22-23. 

® Wilfrid Eggleston and C. T. Kraft, Dominion-Provincial 
Subsidies and Grants. (Mimeographed). 

10See J. A. Maxwell, Federal Subsidies to the Provincial 
Governments in Canada, pp. 38-39, 


treasury in the form of customs duties. This argu- 
ment was not pressed to its logical conclusion. 
There was no suggestion that, when the actual 
population had reached 120,000, a new fictitious 
population should be used as a basis in order to 
take account of the large per capita contributions 
to the federal treasury. The Dominion Government 
of the time was unwilling to accept an assumed 
population of 120,000 as a basis for subsidies, but 
agreed to a population basis of 60,000 for the calcu- 
lation of the per capita subsidy of 80 cents and a 
debt allowance of $27.77 per capita. In addition 
an annual grant of $100,000 was made which was 
declared to be in consideration of the conveyance 
by the Province of a strip of land along the pro- 
posed railway throughout its entire length in British 
Columbia, not to exceed twenty miles on each side 
of the said line. Subsequently, three and a half 
million acres of land in the Peace River District 
were transferred to the Dominion by the Province 
to make up for deficiencies in the original Railway 
Belt. The land in both areas was to be used to aid 
in the construction of the railway.11 In view of 
the lengthy argument addressed to the Commission 
as to the true nature of this $100,000 grant, it will 
be necessary at a later stage to consider it in detail. 


The terms of union providing, inter alia, for the 
subsidy as so amended were accepted by the delega- 
tion from British Columbia and were ratified by the 
Legislative Council of British Columbia, which 
presented an address to the Crown asking for the 
admission of British Columbia into the Union. 
The financial terms thus agreed upon provided an 
annual population subsidy of $48,000, a grant for 
government of $35,000, and a debt allowance of 
$1,666,200, which produced, after deduction of the 
amount of debt assumed by the Dominion, an 
annual interest payment of $31,000. These sums, 
together with the $100,000 railway land payment, 
produced an annual sum of $214,000 instead of the 
annual sum of $213,000 sought by the British 
Columbia delegation in 1870. The Province shared 
in the rearrangements of 1873 and 1884 arising from 
the absorption by the Dominion of the excess debt 
of Ontario and Quebec, and in the general readjust- 
ment of subsidies in 1907, when a special additional 
subsidy of $100,000 per year for ten years was also 
granted to British Columbia for special reasons 
discussed later. 

No special readjustments of the subsidy to British 
Columbia, other than those noted, have been made, 


11See Sec. 11 of terms of union, British North America 
Act and Amendments, 1867-1927, p. 81. See also Eggleston and 
Kraft. op. eit. Pt. IT. Ch. IX. 
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but, under the statutory provisions for subsidies, 
increases in population have resulted in larger sub- 
sidies from time to time. For the fiscal year 1936-37 
subsidies totalling $874,561.46 were paid. This 
total is made up as follows:— 


Interest on debt allowance....... $ 29,151 06 
Grant in support of government... 190,000 00 
Pet CAVita SUDBLAV save as, +lialéselensese.e 555,410 40 
Haliway (and "OTanite so. +04 «© aes e's 100,000 00 

$874,561 46 


In addition, the special interim payment of $750,000 
was begun in 1934, making a total subsidy payment 
of $1,624,561.46. 


SUMMARY OF THE CASE FOR REVISION OF SUBSIDIES 


As counsel for the Province stated, ‘for the last 
forty years there has been a continuous, consistent 
pressure from this Province that British Columbia 
was entitled to further consideration ”.12 In certain 
claims for readjustment of subsidies made by other 
provinces, in particular by the Maritime Provinces 
before the Duncan and White Commissions, the 
provincial submissions went beyond a claim as of 
right, and asked for an increased payment from the 
Dominion by reason of the difficult economic con- 
ditions of the people and of the acute fiscal need of 
the provincial governments. In the presentation 
of British Columbia’s argument the plea of fiscal 
need was expressly and unequivocally rejected in 
the following terms:— 

“The position of this Province is not based on 
any plea of poverty. She does not plead lack of 
resources, the unkindness of nature or lack of income 
in her citizens.’’13 


Consideration of the claim for readjustment of 
British Columbia’s subsidy does not, therefore, 
involve an estimate of the fiscal need of the Prov- 
ince. We have merely to consider whether or not 
British Columbia has received equality of treatment 
in subsidies in comparison with the other provinces 
of Canada and, if not, whether British Columbia 
is entitled to complete equality of treatment. In 
such comparisons it is necessary to leave out of 
the account special payments by the Dominion to 
certain of the other provinces by reason of fiscal 
need of those provinces as, for example, the 


12Ev. p. 4910. For details of these claims see Ex. 172, 
Brief of B.C., pp. 12-21; also Wilfrid Eggleston and C. T. Kraft, 
Dominion-Provincial Subsidies and Grants (Mimeographed). 
Elaborate briefs were presented to the Dominion in 1934 and 
1935, see copies filed as Exs. 179 and 173. 

18 Hx, 180, Brief of Argument, p. 5. 
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special payments in recent years to Manitoba and 
Saskatchewan on the recommendations of the Bank 
of Canada. 

The claims of the Province may be grouped 
under three heads: (1) the alleged high cost of 
government in British Columbia; (2) the high per 
capita contributions to the federal revenue; (38) 
inequality in the matter of per capita subsidies and 
debt allowances. In view of the importance given 
by the Province’s argument to the nature of the 
transaction between the Dominion and the Province 
over the lands in the Railway Belt and Peace River 
Block it will be necessary to examine this question 
in connection with the last head of claim. 


Cuaim Basep on HiaH Cost or GOVERNMENT 


One head of claim for increased subsidies to 
British Columbia is the contention that the cost 
of provincial government is higher in comparison 
with that in other provinces by reason of the 
physical characteristics of the Province. It was 
said that, because of the mountainous terrain, the 
widely scattered population and the difficulties of 
communication, increased provincial expenditures 
were required, particularly in relation to highways 
and other public works, education, policing, and 
health services.14 This claim must be distinguished 
from a somewhat similar claim that was also 
presented to the Commission15 that because of 
the enormous increase in the cost of provincial 
government the subsidy has become a very much 
smaller part of provincial revenue than it was at 
the time of Confederation and is today inadequate. 
This latter argument applies, though in varying 
degrees, to all the provinces and concerns the 
relations between the Dominion and the provinces 
generally. In dealing with British Columbia’s 
claim we have carefully avoided discussing ques- 
tions raised in the British Columbia brief which 
related to Dominion-provincial financial relations 
in general. British Columbia’s special claim, which 
we are now considering, depends upon conditions 
of geography and topography peculiar to that 
province. It is thus based on the very “ unkindness 
of nature” which counsel for British Columbia 
stated that the Province did not wish to advance 
as a ground for assistance. But we are unwilling 
to dismiss thus summarily a claim which has been 
advanced by the Province in various representa- 
tions over the past forty years.16 In the hearings 
at Victoria no attempt was made to compare 


14 Ex. 180, Brief of Agreement, p. 10. 

15 Toid., pp. 7-10; Ev. pp. 4953-62. 

16For summary of past arguments, see Ex. 172, Brief of 
BC., pp. 13f. 


statistically the costs of government in British 
Columbia with those in other provinces, but the 
Province was invited by the Chairman to do so.1*% 
At the supplementary hearings of the Commission 
in Ottawa it was stated that, owing to the lack 
of comparative statistics, it had not been found 
practical to reduce the claim to definite figures. It 
was pointed out that the construction of roads was 
difficult and costly, and that the location of natural 
resources had the effect of scattering the population 
thereby increasing the cost of government services. 
In the absence of exact figures counsel for British 
Columbia suggested that this claim should be met 
by adding 5 cents per capita to the present 
population subsidy of 80 cents per capita.18 


This is a very old claim of the Province which 
was recognized by the Dominion-Provincial Confer- 
ence of 1907. This Conference recommended 
unanimously (British Columbia having withdrawn) 
a special subsidy of $100,000 per year for ten years 
to cover the claim.19 Although the Province did 
not accept this as a final settlement of outstanding 
claims, it did receive the amount approved by the 
Conference.29 We think that the considered judg- 
ment of all other provincial governments and the 
Dominion Government on the matter should not 
be lightly cast aside. The award of this special 
subsidy admits by inference that at the time the 
Province should have special assistance by reason 
of the high costs of government due to the unfavour- 
able topographical nature of the Province and its 
then low population, and it assessed a sum which 
the Conference (except British Columbia) con- 
sidered a fair amount. The Province now asks for 
a larger amount for past difficulties to be computed 
by altering the terms of union as from 1871 by 
assuming a population of 120,000 as from that date, 
and for increased allowances for the future. We 
shall discuss later the proposal to alter now the 
basis of union, but we think that in any case the 
special subsidy decided on by the Conference of 
1907 should be considered a fair settlement of this 
claim at that date. The sole question remaining, 


17 Ry. pp. 4992; 5902. 

18 By. pp. 10,240-43. 

19 Canada, Sessional Papers (1906-7), No. 29a, p. 13: “That 
in view of the large area, geographical position and very excep- 
tional physical features of the province of British Columbia, 
it is the opinion of this Conference that the said province should 
receive a reasonable additional allowance for the purposes of 
civil government, in excess of the provisions made in the Quebec 
Resolutions of 1902, and that such additional allowance should 
be to the extent of one hundred thousand dollars annually for ten 
years.” 

20 Wilfrid Eggleston and C. T. Kraft, Dominion-Provincial 
Subsidies and Grants, p. 179 (Mimeographed.) 


therefore, is whether British Columbia should 
receive now special consideration for the period 
since this grant lapsed and/or for the future. 

The special subsidy of 1907 cannot be regarded 
as a conclusive precedent for a special subsidy 
today. Economic conditions in the Province have 
changed radically since 1907. The Province, 
although requested, submitted no sound proof of 
the claim that its present costs of government are 
unusually high as compared with those of other 
provinces. We sympathize with its inability to 
submit convincing evidence on the comparative 
costs of provincial government since the task of 
compiling such statistics is admittedly difficult. 
Our own researches do indicate that costs of gov- 
ernment in British Columbia are high, but mere 
totals signify nothing. High costs may arise from 
one or more of several factors: inefficient adminis- 
tration; inherently high costs of certain services 
because of peculiar natural conditions; more or 
better governmental services than other provinces; 
a different distribution of functions as between the 
provinee and its municipalities than that of other 
provinces. . 

With regard to comparative efficiency of provin- 
cial administration, we have no reason to suspect 
inefficiency. 

Certain services such as highways might reason- 
ably be expected to be more costly than similar 
services in certain other provinces. Under this 
item the Province alleges that the distribution of 
its natural resources has meant abnormal mileage 
and abnormally high construction costs of high- 
ways. But we do not think that such costs can be 
charged against the Dominion as a whole. Such 
costs are properly chargeable against the cost of 
exploiting natural resources, and should be met by 
the Province out of the increased taxable capacity 
which the exploitation of these resources has beyond 
question created. It should be borne in mind that, 
at least since 1925, the public domain revenues of 
the Province have exceeded the public domain 
revenues of all the Prairie Provinces and the Mari- 
time Provinces combined, while its returns from the 
corporation income tax (most of which are traceable 
to the exploitation of natural resources) during the 
same period have exceeded those of any other 
province. Moreover, even if certain of British 
Columbia’s services are inherently more costly, 
certain other services may be inherently more 
costly for other provinces. We do not think that 
British Columbia is entitled to special assistance 
from the Dominion because of excessive costs of 
certain services when other provinces are not 


237 


accorded the same privilege for their costly services. 
Under the present subsidy system we can find no 
principle which would entitle any province to such 
a privilege in the absence of real fiscal need. No 
such fiscal need has been shown or claimed by 
British Columbia. 

It is apparent from our researches that the Prov- 
ince in such matters as highway construction, 
assistance for education and public health, bears a 
larger share of the cost in relation to its municipali- 
ties than do most other provinces.21 This, how- 
ever, is largely a matter of provincial policy and 
would appear to constitute no sound reason for 
special assistance to the Province. Further, it 
appears that, on the whole, the Province has been 
more generous in its public welfare and educational 
policies than most other provinces.22 In this 
respect the Province is to be commended rather 
than criticized. Progressive policies of this sort, 
however, undoubtedly raise governmental costs. 
But, as we understand the claim of the Province, it 
did not ask, and we do not think it fairly could ask, 
for special assistance because it chooses to be more 
generous than certain other provinces. 

In conclusion of this matter, it may be noted that 
despite generally high costs of government in the 
Province its people, at least during the past fifteen 
years, appear to have enjoyed a higher per capita 
income than the people of any other province 
except possibly Ontario.22 We do not think, there- 
fore, that any just claim can lie against the rest of 
the people of Canada for special assistance because 
of natural conditions, which, if they have made 
certain governmental costs higher, have also made 
possible higher rewards for human labour, over and 
above governmental costs, than obtain on the 
average in the rest of Canada. 


Cuaim BasEeD ON CONTRIBUTIONS TO 
FEDERAL REVENUES 


The claim for special treatment, on the basis 
that the Province has made a contribution greater 
than the average to Dominion revenues is one 
which we feel should not be recognized. This 
claim has been advanced in a number of the 
representations presented by British Columbia 
from time to time, but for reasons that are obvious 
no estimate of the amount of such claim and no 


21H, Carl Goldenberg, Municpial Finance in Oanada. (Mimeo- 
graphed.) Part IV. 

22See generally Appendix 6—-A. E. Grauer, Public Assist- 
ance and Social Insurance. 

28 See Appendix 4—WNational Income; or summary in Appendix 
3—W. A. Mackintosh, The Heonomic Background of Dominion- 
Provincial Relations. 
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conclusive proof of its validity has been made. The 
calculation of comparative contributions of the 
people of different provinces to Dominion revenues 
presents almost insuperable obstacles. Even were 
an estimate possible, we do not feel that it would 
provide a basis for a claim for subsidy readjust- 
ment. In a federation such as Canada the 
federating units merge themselves for certain pur- 
poses in the entity which they create. The citizens 
of the colony of British Columbia became, after 
Confederation, citizens of Canada. The right to 
impose customs duties was exclusively enjoyed 
thereafter by the Dominion Parliament, and when 
an individual resident of Vancouver pays customs 
duties he does so as a citizen of Canada. Payment 
of these or other Dominion taxes is in no sense a 
payment by the province, and the provincial 
government is not entitled to any readjustment of 
its financial relations with the Dominion on the 
basis of any such payment.24 We are fortified in 
this view by the admission of counsel for British 
Columbia that it is impracticable to attempt to set 
off Dominion expenditures in a province against 
Dominion collections from that province.25 


CLAIMS BASED ON INEQUALITIES OF SUBSIDIES 
AND Dest ALLOWANCE 


(a) Nature of the Grant for Railway Lands 


In the hearings at Victoria the nature of the 
special grant of $100,000 for lands in the so-called 
Railway Belt was discussed at length. It will be 
recalled that the delegation from British Columbia 
that came to Ottawa in 1870 to discuss terms of 
union was instructed to ask for a subsidy which 
was in part to be based on an assumed population 
of 120,000. The Dominion Government was un- 
willing to allow an assumed population of more 
than 60,000 but offered an additional annual 
payment of $100,000 in consideration of the transfer 
by the Province to the Dominion of a belt of land 
not to exceed twenty miles on each side of the 
proposed railway. This proposal was accepted and 
became part of the terms of union. In the result 
British Columbia entered Confederation with an 
annual subsidy of $214,000. Counsel for the Prov- 
ince admitted before this Commission that “British 
Columbia got in 1870 what it expected to get” 
although “it did not get it on the contention upon 
which it asked for it”.26 Shortly after 1871 the 


24See discussion of this whole matter in preceding chapter, 
“Compensation for the Adverse Effects of Federal Policies.” 


25 Hy. p. 4912. See also Ev. p. 524. 
26 Ev. p. 4916. 


Dominion claimed that much of the land in the 
Railway Belt was unfit for agricultural purposes, 
and ultimately in 1884, after considerable con- 
troversy,2% the Province transferred a block of 
3,000,000 acres in the Peace River District which 
was accepted by the Dominion “in satisfaction of 
all claims for additional lands under the terms of 
Union ”’.28 The Dominion retained the Railway 
Belt and the Peace River Block until 1930, when, 
following the report of the Martin Commission, it 
reconveyed all lands remaining in its possession to 
the Province, amounting to 9,602,400 acres in the 
Railway Belt and 3,230,000 acres in the Peace River 
District. Notwithstanding the reconveyance of all 
remaining lands to the Province, the Dominion 
continued to pay annually the grant of $100,000 
pursuant to an agreement between the Dominion 
and the Province.29 


In the brief of British Columbia the land clause 
in the terms of union is referred to as “merely a 
device to give an excuse for the grant”’.3° In the 
opening hearings at Victoria counsel for the Prov- 
ince supported this view?! which was in line with 
the position of the Province before the Martin 
Commission when it argued that “as to the pay- 
ment of $100,000 annually by the Government of 
Canada in consideration of lands conveyed, such 
payment was not in reality in return for lands 
conveyed, but was for the purpose of enabling the 
Government of the province to function properly and 
that the said payment should be so regarded.’’32 
On a later day in the hearings at Victoria, the 
stand of the Province on this point was completely 
reversed. The contention that the grant of $100,000 
for the railway lands was a device was repudiated 
both by counsel and by the Premier of the Province. 
It was then contended that the payment was in 
fact what it purported to be, a payment for the 
lands; all statements to the contrary in the brief 
or in argument were withdrawn as having been 
made in error.23 It was suggested that while the 
Dominion might not have been willing to buy these 
lands as an independent transaction, and while it 
was undoubtedly anxious to satisfy the financial 
claims of British Columbia, these facts were quite 
consistent with a bona fide purchase of these lands 
as part of a larger agreement.34 


27 See discussion in evidence, pp. 5875-83. 

28 Statutes of Canada (1884), 47 Vict. c. 6. 

29 Statutes of Canada (1930), 20-21 Geo. V, ec. 37. 

380 Brief, pp. 4, 21. 

81 By. p. 4902. See also p. 5108. 

82 Ex. 174, Report of Royal Commission on Reconveyance 
of Land to British Columbia, p. 29. 

83 By. pp. 5110-13; 5240-41; 5869-71. 

84 Ev. pp. 5879, 5891. 


Where one of the parties to the terms of union, 
through its responsible representatives, asks that 
the agreement be given a strict and literal mean- 
ing, we feel it would be impossible for us to do 
other than apply the rules of construction which 
would be applicable to a contract. We find, there- 
fore, that the argument finally made on this point 
on behalf of British Columbia is valid, and that the 
payment of $100,000 annually was a payment for 
the railway lands as it purported to be. 


From this conclusion as to the true nature of 
the $100,000 grant for railway lands certain results 
follow. The payment in purchase of these lands is 
being continued after most of the lands have been 
reconveyed to the Province pursuant to the recom- 
mendation of the Martin Commission. If the grant 
of $100,000 annually was payment for over fourteen 
million acres of land in the Railway Belt and the 
Peace River Block, one would expect that a pro- 
portionate reduction should be made after recon- 
veyance to the Province of nine-tenths of the total 
area. Counsel for the Province recognized this 
difficulty and pointed out that there had never been 
any inquiry for British Columbia, as there had 
been for the Prairie Provinces, to ascertain the 
value of the lands alienated or the compensation 
to be paid for the use of the lands by the Dominion. 
Counsel also pointed out that in the 1935 submis- 
sion by the Province claims had been advanced 
both that the original subsidy should have been 
calculated on an assumed population of 120,000 (on 
the theory that the land grant was a payment for 
the land) and that the Dominion should account 
for the use of the land and for the value of lands 
alienated. In counsel’s opinion the Province was 
“not entitled to have it both ways”, and he 
explained that in preparing his brief he had 
deliberately left out a claim for the use and aliena- 
tion of lands by the Dominion.35 Having agreed 
that the $100,000 grant should be treated as pay- 
ment for the railway lands, we agree also that the 
continuation of this grant after more than 90 per 
cent of the lands had been reconveyed to the Prov- 
ince must be regarded as adequate compensation 
to the Province for the use and alienation of lands 
by the Dominion during its tenure. In so finding 
we rely not only on the specific waiver of such a 
claim by counsel, in the presence of the Premier 
and other members of the Government of the Prov- 
ince, but we rely also on the discussion of Mr. 
Justice Martin at pages 26 and 27 of his Report 
concerning the value of these lands and the 
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expenditures by the Dominion on them, from which 
we conclude that a payment of $100,000 annually 
in perpetuity would provide adequate and generous 
compensation for the use of these lands by the 
Dominion and the alienation of part of them. 

No claim has been advanced by the Province, 
under this heading, but we considered it wise to 
discuss the subject in this way, so that, in making 
our recommendations as to British Columbia’s 
special claims, it should be clear both that no claim 
has been passed over without consideration and 
that no claim has been left outstanding. 


(b) The Assumed Population of 1871 

On the assumption that the annual grant of 
$100,000 was in payment for the Railway Belt, 
British Columbia argued that the assumed popula- 
tion of the Province, on entering Confederation, 
should have been 120,000 as requested by the 
Province instead of 60,000 as eventually agreed by 
the representatives of both the Province and the 
Dominion.?6 It was claimed that British Columbia 
is entitled now, to be placed in the position that she 
would have occupied had the original proposal for 
an assumed population of 120,000 been accepted by 
the Dominion. We think that the validity of this 
claim does not follow from the acceptance of the 
argument that the land purchase was a bona fide 
transaction. It was suggested to us that while the 
Dominion might not have been willing to purchase 
the Railway Belt as an independent transaction, it 
was willing to do so as part of a much larger trans- 
action.37 We think it is equally plausible to argue 
that while British Columbia might not have been 
willing to enter Confederation with an assumed 
population of 60,000, yet, as part of a larger trans- 
action, in which provision was made for union and 
for the construction of a railway, it was willing to 
accept a figure of 60,000 for its assumed population, 
provided it found a purchaser for the Railway Belt 
at a price of $100,000 annually. At all events the 
British Columbia delegates accepted the assumed 
population of 60,000, the Legislative Council 
adopted the terms of union and a petition was 
addressed to the Imperial Government seeking 
union with Canada. We think it quite impossible 
to say that in all these agreements and actions the 
representatives of the Province were mistaken and 
unwise, or to find that the Province is now entitled 
to be paid the difference between the subsidies 
actually received and the subsidies that would have 
been received on an assumed population of 120,000 


86 Hx. 180, Brief of Argument, pp. 10-13. 
87 Hy. p. 5879. 
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between 1871 and 1896 (when the actual popula- 
tion reached 120,000). It is noteworthy that, in 
the general settlement between the Province and 
the Dominion in 1884, when an agreement was 
reached “for the purpose of settling all existing 
disputes and difficulties between the two govern- 
ments,”38 it does not appear that any claim was 
put forward by British Columbia on the ground 
that its population had been assumed to be 60,000 
instead of 120,000 as originally asked. 

In view of the argument addressed in Victoria to 
the Commission on the subject of the finality of 
subsidy settlement, especially with respect to the 
assumed population of 1871, it may be well for the 
Commission to state its views on this point. We 
think that the proper attitude toward these settle- 
ments was accurately defined in discussion at Vic- 
toria between the Chairman (Chief Justice Rowell) 
and counsel for British Columbia when it was 
stated that all relevant facts should be considered, 
including any statements by the Province that it 
viewed certain settlements as final. But such state- 
ments were valuable only as evidence that a settle- 
ment had been considered to be satisfactory by 
provincial representatives at the time, and accept- 
ance by the elected representatives of the Province 
was strong evidence that the settlement was in fact 
fair and equitable at the time it was made.39 

If we were convinced that a serious mistake in 
calculation had been made or that the representa- 
tives of the Province in 1870 had been deceived, or 
if important new facts had become known which 
were unknown at the time, we would not hesitate 
to recommend that the Dominion should make such 
adjustments as fairness and justice might have 
required. But it is one thing for a province to 
accept a sum in final settlement of its subsidy 
claims, and later to contend that because of inter- 
vening changes in its responsibilities the sum 
which was accepted is no longer adequate for its 
needs. It is quite a different thing for a province 
to accept a certain basis of calculation for its sub- 
sidy, and many years later, to argue that the agreed 
basis of calculation should, as of right, be replaced 
by a more generous basis which had been proposed 
by the province and rejected by the Dominion. 
The Province’s claim must, therefore, rest on in- 
equality of treatment since Confederation, and not 
on any right to readjustment of the original terms 
of union seventy years later.49 


88 See Statutes of Canada (1884), 47 Vict. c. 6. 
89 By. p. 4981. See also Ev. p. 4904. 
40 For calculations of the claim under various heads based 


on an initial assumed population of 120,000 instead of 60,000, 
see Exs. 415, 416, 417 and 420. 


(c) Revision of Per Capita Subsidies and Debt 
Allowances 


Two items of the claim still remain to be exam- 
ined; that for a two-and-a-half year revision of per 
capita subsidies, and that for a revision of debt 
allowances. Both claims are based on the assump- 
tion that British Columbia was in an analogous 
position within federation to the Prairie Provinces, 
and, therefore, should have been accorded the same 
financial terms on these matters. 


The original provision of the British North 
America Act for revision of per capita subsidies 
following each decennial census applies to all prov- 
inces except the three Prairie Provinces.41 In 1885 
it was provided that after Manitoba’s population 
surpassed the assumed number of 150,000 its per 
capita subsidy should be revised after a quin- 
quennial census together with a revision halfway 
between each census based on the estimated popu- 
lation of the Province. This change began to take 
effect after the census of 1891. The reason for 
the change was undoubtedly to make more quickly 
available to the Province any benefits in the way 
of subsidies arising from its rapid expansion of 
population. It should not be overlooked that 
Manitoba was at the time in a difficult financial 
position, and that, as a rapidly expanding province, 
its financial needs were also likely to expand 
rapidly. Similar provisions were made in the 
Saskatchewan and Alberta Acts of 1905. These 
changes were confirmed by the general subsidy 
revision of 1907. The amendment of the British 
North America Act of 1907 also provided for lump 
sum subsidies for each province “for the support 
of its Government and Legislature” in accordance 
with its population within fixed totals. The Prairie 
Provinces thus stood to gain more quickly than 
other provinces from an expansion of population 
in two ways: first by a two-and-a-half year revision 
of per capita subsidies; and second, by increased 
lump sum subsidies, if during the period between 
the decennial census they moved to a higher popu- 
lation group for purposes of a lump sum subsidy. 
British Columbia now claims that it should have 
enjoyed preferential treatment in the matter of 
revision of per capita subsidies like Manitoba since 
1891, and that it should have enjoyed the advantages 
of revision of lump sum subsidies since 1907 like 


41For history of subsidies and debt allowances see W. 
Eggleston and C. T. Kraft, Dominion-Provincial Subsidies and 
Grants, (mimeographed); J. A. Maxwell, Federal Subsidies to 
the Provincial Governments in Canada; and Federal Subsidies 
rie Grants to the Provinces of Canada, Dept. of Finance, Ottawa, 


the Prairie Provinces. Under the former head it 
claims back payments for $1,905,306.60 and under 
the latter, $225,000.42 


The claim for revision of debt allowances has 
a somewhat similar background. The Province 
entered federation in 1871 with an assumed popu- 
lation of 60,000 and a per capita debt allowance 
of $27.77 the same as that of Nova Scotia. The 
request of the Province for revision now of the 
assumed figure of population to 120,000 instead of 
60,000 has already been dealt with in discussing 
per capita subsidies, and the reasons for refusing 
this request apply here also. The Province shared 
in the general revision of debt allowances of 1873 
and 1884. On the original population base of 60,000 
the total debt allowance then was $2,029,391, from 
which a considerable amount has been withdrawn 
by the Province with the result that annual interest 
payments on debt allowances from the Dominion 
now stand at $29,151. No general revision of debt 
allowances has been made since 1884, but a special 
revision was made for Manitoba in 1885. In 1905 
the two new provinces, Alberta and Saskatchewan, 
were each given an assumed population of 250,000 
(which, however, approximated to their actual 
populations) and a per capita allowance of $32.43, 
making a total allowance of $8,107,500. In 1912 
Manitoba’s debt allowance was revised to the same 
figure, and payments antedated to 1908 to bring 
it into line with the other Prairie Provinces.43 
British Columbia now claims that it should have 
been given similar treatment, and requests that its 
debt allowance be made equal to that of one of the 
Prairie Provinces (an assumed population of 
250,000 and a total allowance of $8,107,500) as 
from 1912. Back payments, according to the Prov- 
ince’s estimate, would amount to $8,326,413 on 
which it claims compound interest at 5 per cent. 
It requests that the whole be considered a capital 
sum and interest thereon at 5 per cent be paid for 
the future.44 

Undoubtedly there were certain economic similari- 
ties between British Columbia and the Prairie 
Provinces. Like the Prairie Provinces, British 
Columbia until recently was a “ pioneer ” province 
undergoing rapid settlement and expansion. But 
constitutionally the position of British Columbia 
was very different. The Province entered federa- 
tion of its own free will, and made its own bargain 
as to the terms of union, as did the older provinces. 


42 Ex. 417. See also Ev. pp. 5011f. 

48 Federal Subsidies and Grants to Provinces of Canada, 
Dept. of Finance, Ottawa, 1937. 

44 For estimates of Province see Ex. 417. 
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The Prairie Provinces, on the other hand, were 
created by the Dominion out of Dominion territory, 
and it was entirely within the Dominion’s power to 
lay down such financial terms for these new prov- 
inces as it wished. We know of no constitutional 
requirement that the financial relations with these 
new provinces had to be identical with those of the 
older provinces. It may, of course, have been 
expedient to arrange financial relations which were 
not utterly dissimilar from those with the older 
provinces, but expediency is quite a different matter 
from constitutional obligation. 

Moreover, we think that the financial terms on 
which these new provinces were constituted should 
be considered as a whole, and that it is quite unsound 
to single out the items of frequent revision of per 
capita subsidies and debt allowances and to found 
a claim thereon. It must be noted that in one 


respect the Prairie Provinces were seriously 


restricted both from a financial and a constitutional 
point of view: their natural resources were reserved 
for the purposes of the Dominion until 1930. 

This constitutional difference had practical con- 
sequences. Without control of their natural 
resources, the Prairie Provinces were compelled to 
shape their policies respecting highways, schools, 
and other public services to meet the needs which 
arose out of the Dominion Government’s policy of 
free homesteads and rapid settlement.45 The words 
of Sir Robert Borden when introducing legislation 
in 1912 to place Manitoba on a position of equality 
with the other Prairie Provinces are evidence that 
the three Prairie Provinces were then regarded as 
having a special status both financially and 
constitutionally :— 

“ Because, I repeat once more, these three provinces 
(Alberta, Saskatchewan and Manitoba) stand in a 
different category from the other six provinces of the 
Dominion. The other six provinces have their natural 
resources, their public domain, mines, minerals and 
other assets of that kind; these three provinces have 
not those assets. Having in regard these consider- 
ations our policy and our proposal is, in the first 
place, to put Manitoba upon the same just and fair 
basis as that which has already been granted to 
Alberta and Saskatchewan, and then to take up, at 
the earliest opportunity, the question of the terms 
upon which the natural resources of all three prairie 
provinces shall be handed over to the administration 
of these provinces.’’46 


It is true that the Prairie Provinces were granted 
subsidies in lieu of lands, and that recent Royal 
Commissions have recommended compensation for 


45 Wor discussion of this point see Ex. 236, Brief of Edmonton 
Chamber of Commerce. Also Ev. pp. 6003ff. 
46 Debates, House of Commons, 1912, p. 4296. 
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revenues which they might have enjoyed had they 
had control of their natural resources. While com- 
pensation for lost revenues may be possible, it can 
scarcely be said that they have been compensated, 
or could be properly compensated, for such an 
intangible but none the less real factor as inferiority 
of status to which they were subjected prior to 
1930.47 British Columbia was never subjected to 
this inferiority of status. It entered federation as 
a completely autonomous province, and had full 
use both before and after federation of its public 
domain for its own purposes (with the exception of 
the Railway Belt for which it received and is still 
receiving compensation from the Dominion). The 
analogy between British Columbia and the Prairie 
Provinces prior to 1930 from a constitutional point 
of view is, therefore, quite unsound. If constitu- 
tionally British Columbia’s position within federa- 
tion was different from that of the Prairie Prov- 
inces, there is no valid reason for assuming that its 
financial relations with the Dominion should have 
been identical with those granted the Prairie 
Provinces.48 

But the situation after 1930 was obviously differ- 
ent from that before. In 1930 the Prairie Provinces 
acquired full constitutional equality with other 
provinces. We think that as from that date the 
claim of British Columbia for similar terms in the 
matter of debt allowances and revision of per capita 
subsidies is entirely reasonable. There was, of 
course, no legal obligation on the part of the 
Dominion so to revise the financial terms, but 
the long history of settlements for “ better terms ” 
between the Dominion and the provinces indicates 
that the Dominion has long recognized a moral 
obligation to effect approximate equality in financial 
terms as between provinces within the same general 
region of the Dominion. Thus Ontario and Quebec 
have always been treated on virtually identical 
terms, and more recently the Maritime Provinces 
have been recognized as having peculiar difficulties 
which entitled them to special treatment as com- 
pared with other provinces.49 We think, therefore, 
that on this basis British Columbia was entitled to 
equal treatment with the Prairie Provinces after 
4 The Royal Commissions on the Natural Resources of 
Saskatchewan and Alberta carefully restricted recommendations 
to compensation for possible lost revenues. The Saskatchewan 
award declared (p. 36): “We have sought to give Saskatchewan 
what we think the Province itself would probably have made 
out of its resources if it had had what each of the four older 
provinces had, that is, a free hand with its own public domain.” 
A similar declaration was made in the Alberta award (p. 38). 

48 “Fiquality [as between provinces] does not and cannot 
mean equality in an unqualified sense.” Report of Royal Com- 
mission on the Natural Resources of Saskatchewan, (1935) p. 
18. For general discussion as to equality between provinces see 
the above Report and Report of Royal Commission on Transfer 


of Natural Resources of Manitoba, (1929). 
“© Report of Royal Commission on Maritime Claims (1926). 


1930. Presumably the special interim subsidy of 
1934 took account of this, subject to an accounting 
later. 

With respect to the period prior to 1930, to recom- 
mend the amounts claimed by the Province would 
clearly place it in a privileged position as compared 
with the other Western Provinces, since it would 
then be given complete equality of financial terms 
while it had in fact enjoyed a superior constitu- 
tional position. On the other hand, we do not feel 
that it would be quite fair to British Columbia to 
recommend that it receive no compensation for the 
period prior to 1930. It was undergoing an experi- 
ence of settlement and expansion more analogous 
to that of the Prairie Provinces than to that of the 
provinces of Central and Eastern Canada, and 
would have benefited by more frequent revision of 
per capita subsidies. With regard to debt allow- 
ances, it is obvious that they served a different 
purpose in the case of the four Western Provinces 
than in the case of the Central and Eastern Prov- 
inces. The latter entered union with capital equip- 
ment in the way of public buildings, roads, etc., and 
the debt allowances included expenditures for this 
equipment. Moreover, they turned over to the 
Dominion considerable assets as part of the settle- 
ment. On the other hand, debt allowances were a 
means of assisting the Western Provinces to acquire 
necessary capital equipment.®® British Columbia 
was in a Slightly different position from the other 
Western Provinces in that it was in existence as a 
colony before union and had some capital equip- 
ment, but its position with respect to capital equip- 
ment was more analogous to that of the Western 
than to that of the Eastern Provinces. While this 
may not have been recognized when debt allowances 
were fixed in 1871, there is some ground for the 
claim that some revision should have been made 
later. 

We think, therefore, that the Province, because 
of economic conditions similar to those of the Prairie 
Provinces, is entitled to some adjustment for the 
period prior to 1930 both in the matter of revision 
of its debt allowance and in the matter of revision 
of per capita subsidies on a two-and-a-half year 
basis. But in view of the different constitutional 
status of British Columbia from that of the Prairie 
Provinces prior to 1930 it is not entitled to the full 
amount of its claims under these heads. 

We have now considered in detail all the specific 
heads of claim advanced by British Columbia in 
support of the request for “better terms.” At the 
hearings in Victoria the Province also presented 


50 Report of Royal Commission on Financial Arrangements 
between the Dominion and Maritime Provinces, (1935), p. 14. 


argument concerning the relationship existing 
between the Dominion and the provinces generally, 
and it was, perhaps, inevitable that such argument 
should become confused at times with the argument 
concerning the special claims of British Columbia. 
We mention the matter merely to make clear that 
we do not consider the argument. on such subjects 
as the effect of Dominion income taxes, the effect 
of Dominion tariff policy, or the taxation of 
revenues derived from the depletion of provincial 
natural resources, as being relevant to the special 
claim for equality of treatment in the matter of 
subsidies, nor do we think such argument was so 
directed by the Province. 


SUMMARY AND RECOMMENDATIONS 


We may summarize briefly our findings and 
recommendations. 

We do not think that the Province is entitled to 
any special assistance on account of its topography, 
because it has not been shown that any general 
condition of fiscal need arises therefrom. 

We do not think that the Province is entitled to 
have its financial relations with the Dominion 
altered by assuming now that its population in 
1871 was 120,000 instead of 60,000 as then assumed. 

We think that as from 1930 the Province was 
in fairness entitled to the same treatment in the 
matter of revision of per capita subsidies and debt 
allowances as the Prairie Provinces. 

We think that, in fairness to the Province it 
should receive some adjustment for the period prior 
to 1930 because there had been no revision of per 
capita subsidies and debt allowances similar to the 
arrangements made with the Prairie Provinces, but 
we think that it is not entitled to the full amount 
claimed in view of the fact that during the entire 
period it controlled the disposal of its natural 
resources whereas the Prairie Provinces did not. 

After careful consideration of the whole matter 
we think that the special interim subsidy begun in 
1934 was adequate to take account of all items 
on which the claims of the Province can reason- 
ably be allowed. If the debt allowance be deemed 
to have been increased as from 1934 to that of 
the Prairie Provinces the interest on the increase 
would amount to slightly more than $300,000 
annually ($8,107,500 less $2,029,391 = $6,078,109 
at 5 per cent = $303,905.45). The balance of 
approximately $450,000 annually is, we think, an 
adequate allowance for the two other items which 
we have allowed in part—a two-and-a-half year 
revision of per capita subsidies prior to 1930, and 
increased debt allowance prior to 1930—as well as 
any increases in interest on debt allowance, and 
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per capita subsidies, to which the Province was 
entitled between 1930 and 1934. We think, there- 
fore, that the special interim subsidy of 1934 was a 
fair and generous settlement and no better estimate 
can be made by us. 


In order to remove any doubts as to the future 
position of British Columbia vis-a-vis the Prairie 
Provinces, we recommend that British Columbia be 
accorded the same treatment as the Prairie Prov- 
inces in the matter of revision of per capita 
subsidies. At present, as pointed out above, revision 
of their subsidies depends upon a quinquennial 
census. We have had occasion to recommend else- 
where that the quinquennial census be dropped 
unless the whole country is treated equally in this 
respect.” But if this recommendation is not carried 
out, British Columbia should be placed on equality 
with the Prairie Provinces in the matter of census 
revision of per capita subsidies. Further, in order 
to remove any doubt about debt allowances, we 
recommend that henceforth British Columbia be 
accorded a debt allowance of $8,107,500, the same 
as that of the Prairie Provinces, and that the differ- 
ence between the interest on the increased debt 
allowance and the interim subsidy of $750,000 be 
paid to the Province as a special annual subsidy, 
in full settlement of all claims for the period prior 
to 1934. 

We recommend further that the special interim 
subsidy be replaced by statutory provisions for 
revision of debt allowance for the future. 

The above recommendations for the revision of 
per capita subsidies and the debt allowance for the 
future will be applicable only if our general financial 
proposals (Plan I) are not implemented, since, if 
they are, the present system of subsidies and debt 
allowances will no longer operate. 

In conclusion, we wish to emphasize that our 
recommendations are based on our opinion of what 
is fair and reasonable both to the Province and to 
the Dominion, taking all relevant factors into 
account. We have found no principle, or set of 
principles, and no system of accounting that fits 
the case. We do not pretend to have reached 
scientific conclusions, or to have based our findings 
entirely on principle. The fact is that provincial 
subsidies in general no longer rest on consistent 
principles. It is our hope that, if our general 
financial plan for a complete revision of the system 
of financial relations between the provinces and the 
Dominion is accepted, claims such as we have dealt 
with in this chapter will not in the future disturb 
relations between any province and the Dominion. 


* See p. 171. 


Cuapter III 


BRITISH COLUMBIA’S CLAIM AS TO PACIFIC GREAT EASTERN RAILWAY 


At the hearings of the Commission in Victoria 
it was argued! on behalf of the Province of British 
Columbia that the Dominion was under obligation 
to take over from the Province the provincially- 
owned railway known as the Pacific Great Eastern. 

This railway is 348 miles long running from 
Squamish to Quesnel within the Province of British 
Columbia. Its construction was begun in 1912 by 
a private company, securities of the railway up to 
$35,000 (later $42,000) per mile being guaranteed 
by the provincial government. This company had 
an agreement with the Grand Trunk Pacific Rail- 
way Company providing that traffic destined for 
Vancouver and points on the proposed Pacific Great 
Eastern should be routed over the latter railway. 
During the War (1914-18) the company was unable 
to complete construction of the railway, and the 
Provincial Government was compelled in 1918 to 
take over the assets and liabilities of the company 
and finish the building of the road. It was stated 
by the Province that its total investment in this 
railway was approximately $78,000,000, and that 
the line is now showing a small operating profit 
which gives some indication of increasing as the 
area served by the railway develops. 


It was argued before us that the Province had 
been deprived of the prospective benefits of the 
connection of the Pacific Great Eastern with the 
Grand Trunk Pacific and the prospect of making 
the former railway the Pacific outlet at Vancouver 
for the transcontinental line of the Grand Trunk 
Pacific Railway. When the Dominion amalgamated 
the Grand Trunk Pacific and the Canadian Northern 
into the Canadian National Railways system it 
made use of the outlet of the Canadian Northern 
railway to Vancouver by way of the Thompson and 
Fraser river valleys. It was also urged that the 
Dominion had established a policy of acquiring 
certain smaller railways under the Branch Line Act 
of 1915, and figures were quoted showing an invest- 
ment of approximately $26,000,000 in such lines 
throughout Canada. Counsel for the Province of 
British Columbia contended that “it is in the 


1 Ex. 180, Brief of Argument Counsel for B.C., 


sR 34-37. 
See also Brief of B.C., pp. 196-97, 353; Ev. pp. 514 3-54 
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interest of Canada that this railway should be 
completed to Prince George and from there north- 
ward, so as to give a Pacific outlet through the 
Ports of Prince Rupert and Vancouver to the Peace 
River Country.” It was submitted that the Pacific 
Great Eastern railway and the proposed extensions 
should form part of the Canadian National Rail- 
ways or should be operated under the joint control 
of the Canadian National and the Canadian Pacific 
Railway Companies. A number of advantages 
from such a course were cited, chief of which were 
the creation of an outlet to the Pacific from the 
Peace River District, and the relief of the Province 
of British Columbia from part of its financial 
burden. It was contended that the Dominion was 
under obligation to relieve the Province because 
Dominion railway policy had resulted in the 
destruction of the traffic arrangement with the 
Grand Trunk Pacific Railway which was the basis 
for the construction of the Pacific Great Eastern. 


We are unable to see how any obligation was 
imposed upon, or inferentially accepted by, the 
Dominion, and, indeed, counsel for the Province 
stated that he did not suggest that there was any 
obligation in any legal, or moral, sense. He con- 
tended that there was some kind of “ public” 
obligation arising from the fact that Dominion 
railway policy has so operated as to damage a 
provincial railway enterprise. It is well known 
that the taking over by the Dominion of the 
Grand Trunk Pacific and the Canadian Northern 
railways was the result of the failure of those enter- 
prises, and we can find no basis for holding that 
the Dominion must come to the assistance of an 
unprofitable railway merely because it has in the 
past considered that it was in the public interest to 
assist other railways with which that railway had 
entered into contractual relations. This is a clear 
example of the point which we have sought to make 
elsewhere in this Report,2 that unco-ordinated 
transportation policies of the Dominion and 
Provincial Governments have in the past caused, 
and will continue to cause, great loss and difficulty. 
It would, of course, be well within the powers of 


2 See Sect. D, Ch. IV. 


the Dominion to acquire the Pacific Great Eastern 
as part of the Canadian National system, but this 
is wholly a question of policy upon which we are 
not called upon or empowered to advise. It is 
sufficient for us to state that we are unable to 
find that an obligation of any sort rests upon the 
Dominion to implement the proposals of British 
Columbia as to the Pacific Great Eastern railway. 

A careful perusal of the general recommendations 
that we make elsewhere? as to the assumption by the 
Dominion of the deadweight burden of provincial 
debts will show that if these recommendations are 


8 See Sect. B, Chs. II and IV. 
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implemented British Columbia will retain the 
physical assets of the Pacific Great. Eastern railway 
while it would have no interest charges to meet in 
connection with this railway. British Columbia 
would, therefore, stand to benefit either by increas- 
ing the operating income of the railway or by 
disposing of it to any purchaser it might find. The 
Province would thus be substantially better off 
than if the Dominion were to buy the Pacific Great 
Eastern tomorrow and our general recommenda- 
tions took effect later. 


CHAPTER IV 


SASKATCHEWAN’S CLAIM FOR REVISION OF THE NATURAL RESOURCES AWARD 


The Government of the Province of Saskatchewan 
in its printed brief! discussed at length the claim 
of the Province arising from the fact that for many 
years it had been deprived of the administration 
and control of its natural resources. On the crea- 
tion of Alberta and Saskatchewan in 1905, the 
natural resources in these Provinces were retained 
by the Dominion “for the purposes of Canada” 
and special subsidies were provided because of this 
retention by the Dominion of the public land which 
would otherwise have been a source of revenue for 
the Provinces.? 

From 1905 until 1930 there was considerable 
agitation for the return to the Provinces of 
Saskatchewan and Alberta of their natural resources. 
By an agreement dated March 20, 1930 between 
the Governments of Canada and Saskatchewan and 
approved by appropriate legislation, provision was 
made for the return to Saskatchewan of its unalien- 
ated resources and for the appointment of a com- 
mission to report as to what sums should be paid 
to the Province “in order that the Province may 
be placed in a position of equality with the other 
provinces of Confederation with respect to the 
administration and control of its natural resources”. 
A commission was appointed in September, 1933, 
and reported in March, 1935. The majority (Mr. 
Justice A. K. Dysart and Mr. George C. McDonald) 
recommended payment of $5,000,000 to the Prov- 
ince by the Dominion as compensation for the 
retention by the Dominion of the Province’s natural 
resources. Mr. Justice Bigelow, in a minority report, 
recommended payment by the Dominion to the 
Province of over $58,000,000. 

The agreement of March 20, 1930 between the 
Dominion and Saskatchewan provided for the 
submission of the report of the Commission to 
the Parliament of Canada and the Legislature 
of Saskatchewan, and for an ageement between 
the two Governments following the submission of 
such report. No agreement has yet been reached 
and the payment of compensation in respect of 
the natural resources of Saskatchewan remains 
unsettled. 

In his argument to us on behalf of the Province 
of Saskatchewan, the Attorney-General suggested 


1 Pp. 258-72. 

2 “The Saskatchewan Act”, Statutes of Oanada (1905), 
4-5 Ed. VII, ec. 42. 

8 Report of the Royal Commission on the Natural Resources 
of Saskatchewan, 1985. 


that the minority report of Mr. Justice Bigelow 
rested upon firmer principles than did the majority 
report. He also suggested that, when the whole 
relationship between the Dominion and Sas- 
katchewan was under review, the claim respecting 
natural resources should likewise be reviewed and a 
recommendation made which would aid in settling 
this dispute. In the hearings at Regina, the first 
Chairman of our Commission pointed out that it 
was impossible for us to sit in review of a commis- 
sion which had examined and reported on this 
matter in an exhaustive way. He expressed the 
opinion that while we might feel that on any 
financial adjustment the whole matter should be 
settled, and while we might emphasize the desir- 
ability that a settlement should be reached, it 
seemed impossible for us to make detailed recom- 
mendations on such a complicated question which 
had already been the subject of a special inquiry. 

On further consideration we have been strength- 
ened in the view expressed by the Chairman that 
it is impossible for us to sit in review of the findings 
of the Dysart Commission. 


We strongly recommend, however, that this claim 
should be settled before, or as part of, any general 
readjustment of the financial relations between the 
Province and the Dominion. If our financial pro- 
posals for assumption of provincial debts by the 
Dominion and for the replacement of existing 
subsidies by adjustment grants based on fiscal need 
are adopted, we think it would not be unreason- 
able that the Province should relinquish all out- 
standing claims arising under the settlement of the 
question of natural resources especially since pay- 
ments under the Natural Resources Award would 
automatically reduce the payments on the ground 
of fiscal need which we have recommended. 


* * * * 


Although we have not had the benefit of direct 
submissions from the Province of Alberta, much of 
what we have said concerning the natural resources 
of Saskatchewan applies to the natural resources of 
Alberta. We think it is equally desirable that the 
outstanding claim of Alberta for compensation 
should be settled at the time when a general read- 
justment of Dominion-provincial relations is made. 


4 Brief, p. 272. 


5 Ey. p. 1835. 


CuHapTer V 


CLAIMS CONCERNING TRADE THROUGH MARITIME PORTS 


Serious complaints respecting the failure of 
external trade to flow in sufficient volume through 
the ports of the Maritime Provinces were voiced in 
hearings for these Provinces, and claims based 
thereon were advanced against the Dominion, 
especially by the Province of New Brunswick. 

Before discussing these submissions some general 
observations on the nature of the claims for in- 
creased subsidies which have arisen from time to 
time since Confederation are, perhaps, in order. 
Usually these claims have arisen out of a condition 
of real fiscal need on the part of the province 
concerned. The unequal financial position within 
Confederation in which certain provinces have 
found themselves from time to time is apparent from 
the survey of the economic and financial history of 
Canada given in Book I of this Report. Financial 
difficulties have often been the product of adverse 
economic conditions and they have usually been 
accompanied by a strong, if vague, sense of injustice 
on the part of the government and the people of 
the province. As a result, discontent with the 
settlement of 1867 has frequently developed out of 
a condition of provincial fiscal need. The great 
difficulties experienced on occasion by some pro- 
vincial governments in raising needed revenues by 
increased taxation has again and again driven them 
to seek aid from the Dominion Government. But 
hitherto there has been no recognized constitutional 
principle on which they could frame an effective 
appeal for aid, and no machinery for assessing need 
even if the principle of Dominion obligation in the 
circumstances were admitted. In the absence of 
express constitutional principles applying to a 
situation where a province finds itself in fiscal need 
and of convenient political apparatus to measure 
fiscal need, the disposition has been to seek for 
contractual or equitable grounds which might be 
plausibly worked out in terms of dollars and which 
would satisfy current sentiments of right and 
justice. It is not implied that in none of the 
claims presented to Ottawa in the past seventy-two 
years has there been a real legal or contractual 
basis. But taking the history of negotiations for 
increased subsidies as a whole, real fiscal need has 
been time and again the real basis for petitions put 
forward on legal or quasi-legal grounds for sums 


allegedly owing to the provinces by the Dominion, 
supported often by lines of arguments which, to say 
the least, were unrealistic. 

The financial plan which we have recommended 
elsewhere in this Report should encourage a more 
realistic approach to the problem. The plan frankly 


‘ accepts provincial fiscal need (assessed on a com- 
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parative basis) as the basis for estimating adjust- 
ment grants to the provinces and it provides for 
periodical revision to take account of changing 
fiscal needs. In so far as the claims discussed 
in this chapter are reflected in provincial fiseal 
need they have been taken account of in esti- 
mating new subsidies for the Maritime Provinces. 
We might, therefore, have omitted separate dis- 
cussion of the claims. But no attempt to place 
Dominion-provincial relations on a cordial and 
healthy basis could be successful unless it took 
sympathetic account of long-standing grievances, 
such as those concerning the use of Maritime ports 
by the rest of Canada. The Commission is glad, 
therefore, that this issue was brought before it in a 
frank and friendly manner, and it hopes that a 
careful examination of the merits of the claims 
presented will assist in alleviating an old source of 
misunderstanding and discontent. 


The group of claims which revolve around the 
relative failure of Canadian import and export 
trade to flow through the commercial routes of the 
Maritimes will now be considered. 


The contention that the Dominion has failed 
to live up to its obligations regarding trade through 
Maritime ports finds its fullest expression in the 
brief of the New Brunswick Government, and 
in the submission by the Transportation Commis- 
sion of the Maritime Board of Trade which in 
the discussion of transport matters spoke for the 
Governments of the three Maritime Provinces. 
In addition, representations on transport matters 
were made by the Saint John Board of Trade 
and the Fredericton Board of Trade. In addi- 
tion to the general case for preferential treat- 
ment in transportation for the Maritime Provinces, 
supported especially by the Transportation Com- 
mission, the New Brunswick Government charged 
that an engagement solemnly entered into as an 
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essential feature of Confederation has been continu- 
ally ignored and evaded from Confederation to the 
present time by the Government of Canada to the 
great injury of New Brunswick. Complaint was 
also made by the Province of New Brunswick that 
the Dominion Government in making the Inter- 
colonial railway a part of the Canadian National 
system in 1918 broke an understanding dating from 
Confederation that the road would be operated in 
perpetuity by the government and kept separate 
and distinct from all other Canadian railways.1 


Before commenting item by item upon the several 
aspects of this related chain of claims it will be 
useful to outline the essential facts of the trans- 
portation history out of which these complaints 
have arisen. 


It is abundantly clear that prophecies were made 
by the exponents of Confederation that as a result 
of the political union of the provinces and the 
building of the Intercolonial railway, the external 
trade of the new Confederation would in large 
part flow by way of the Maritime ports. It was 
believed that, as a direct result of this new stream 
of commerce, an era of greater prosperity would 
dawn in the Maritimes, based first, on the capital 
investment needed to supply the transportation 
and port equipment, second, on the enlivening of 
domestic trade and employment and the improve- 
ment of markets resulting from the concentration 
of Canada’s foreign trade through Maritime ports. 


It is equally clear that the expectations of those 
pre-Confederation days were not fully realized. 
For reasons of transportation economics which the 
Fathers of Confederation did not know, or because 
of technological changes then under way, the effects 
of which they could not foresee, the traffic flowing 
over the Intercolonial railway and through the ports 
of Saint John and Halifax proved disappointing. 
In addition to Montreal, Quebec and later Van- 
couver, Portland, Boston and New York, attracted 
much of the external trade of the Dominion. The 
evolution of the steamship and the great improve- 
ment of the St. Lawrence waterway cheapened 
water transport and placed railway transport 
at a competitive disadvantage. The geographical 
advantage which in the era of sailing vessels 
Halifax enjoyed in relation to Liverpool ceased to 
be significant with the age of steam and steel. 
Steam vessels sought rather to penetrate as far as 


1 fix. 357, Brief of N.B., pp. 74-121, Ev. pp. 8805-92, 8979-9011, 
9014-52; Ex. 413 Supplementary Brief of N.B., Ev. pp. 10, 183-286; 
Ex. 366, Brief of Maritime Transportation Commission, Ev. pp. 
8862- 8914; Ex. 140, Brief of N.S., p. 105; Ex. 161, "Brief of 
P.E.I., pp. 46-47; Ex, 369, Brief of Saint John Board of Trade, 
Ev. pp. 8932-73: Ev. (Fredericton Board of Trade) pp. 8973-78. 


possible into the interior of the continent for their 
cargoes. The bulk and diversity of cargoes offering 
at New York and Boston was a powerful magnet. 
Nor did the export. trade originating in the old 
Province of Canada live up to expectations. Its 
wheat exports declined as Ontario and Quebec 
became more industrial, while the new export 
products, such as pulp and paper, went mainly by 
rail to the United States. 


Repeated efforts were made by the Dominion 
Government to direct trade over east-west lines and 
improve the flow of traffic over Maritime railways 
and through Maritime ports. The tariff policy 
was designed to retain as much Canadian trade for 
Canadian industry and transportation as practic- 
able. The building of the Short Line linking 
Montreal with Saint John, begun in 1884 and 
completed in 1890, and the $170,000,000 under- 
taking (the National Transcontinental) to link 
Moncton with the wheat fields of the Northwest, 
illustrate the earlier efforts made through Dominion 
transportation policy to carry out what was accepted 
as one of the moral obligations of Confederation. 
In 1923 an inducement to use Canadian ports was 
inserted in the tariff by the provision that the 
duty on goods so shipped from British preferential 
countries would be entitled to a 10 per cent deduc- 
tion, and in 1927 the entry via Canadian ports was 
made compulsory if the shipment was to enjoy the 
benefits of the preferential tariff. Large sums were 
spent upon improvement of port facilities at 
Halifax and Saint John. 


The policies pursued by the Dominion Govern- 
ment failed to achieve in full the ends sought. 
Though the rest of Canada made material sacrifices 
in an effort to divert trade through Maritime ports, 
a large part of it continued to flow elsewhere. Still 
more drastic policies might have been adopted, but 
we are satisfied that the tariff and transportation 
policies which would have been necessary to force 
practically all Canadian external trade through the 
ports of Halifax and Saint John would have laid 
an intolerable burden upon the industries of Canada. 
The benefits to be derived from such a diversion in 
the Maritime Provinces would have been far out- 
weighed by the handicaps which would have been 
laid upon the national economy as a whole, and 
the benefits for the Maritime Provinces themselves 
would have been at best temporary and illusory, 
since the adverse effects upon the rest of the 
economy would have been reflected before long in 
Maritime depression as an echo of general economic 
decadence of the Dominion. 


We shall now consider the principal claim of the 
Province of New Brunswick which alleges a breach 
of an agreement antedating Confederation regarding 
the use of ports of the Maritime Provinces by the 
Dominion. 


Tue TRANSPORTATION PROVISIONS OF 
CONFEDERATION 


The Province of New Brunswick contended it 
had “entered the Confederation upon faith of an 
agreement ”’ which has not been fully carried out. 
New Brunswick submitted that a “material portion” 
of the “contract of Confederation” is to be found in 
Resolution 66 adopted by the conference of dele- 
gates from the various Provincial Governments 
held at London in 1866 prior to the passage of the 
British North America Act. Resolution 66 reads:— 

“The communication with the North Western 

Territory, and the improvements required for the 

development of the trade of the Great West with the 

Sea-board, are regarded by this Conference as sub- 

jects of the highest importance to the Confederation, 

and shall be prosecuted at the earliest possible period 
that the state of the Finances will permit.” 


This resolution was not incorporated into the 
British North America Act; but the New Brunswick 
contention is that the whole series of resolutions 
adopted at London constitutes a “joint ceclara- 
tion” and “agreement” binding upon all the 
parties. New Brunswick urged that this view is 
supported by the reference in section 145 of the 
British North America Act (relating to the con- 
struction of the Intercolonial railway) to a joint 
declaration and an agreement between the feder- 
ating provinces, which, it is contended, can only 
refer to the agreement contained in the London 
Resolutions. Subsequently, it is said, the Dominion 
admitted both by the preamble to the Intercolonial 
Railway Act of 1867, and by the acceptance of the 
Imperial guarantee provided in the Canada Rail- 
way Loan Act of 1867, that such an agreement was 
binding.3 

By Resolution 66, according to the interpretation 
offered in the New Brunswick submission, the prov- 
inces engaged that provision would be made (pre- 
sumably by the Dominion) for “such port facilities 
and shipping connections as would move the freight 
from the Great West to the Seaboard and from the 
Seaboard to the Great West and other points.” The 
claim is repeatedly made that the term “ Seaboard ” 
in the resolution meant only the Maritime Prov- 
inces. The opinion is also developed that the 


8 Ex. 357, Brief of N.B., pp. 74f. 
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“agreement ” meant that the entire overseas import 
and export trade of Canada was to be routed 
through the Maritime ports. This, it is stated, was 
the “ understanding ” of the people of New Bruns- 
wick upon which they placed “ absolute reliance ”’. 
The Dominion was thus obligated, it is argued, so 
to control freight rates as to secure this trade for 
Maritime ports and also to see to “ the creation of 
port facilities and shipping connections and ocean 
rates’ to enable trade to move through these ports 
at all seasons of the year. “‘ There could be no 
proper trade development at summer ports only.” 
This is the burden of the New Brunswick case.4 


Meaning of Term “Improvements”.—If these 
were the engagements to which the Dominion was 
committed they involved obviously the abandon- 
ment by the Federal Government of canal con- 
struction and other developmental policies in which 
the Province of Canada had long been interested. 
A statement is made on page 92 of the New Bruns- 
wick brief that strongly suggests that in order to 
supply the “improvements” required by Resolu- 
tion 66 the “ hundreds of millions of dollars ” spent 
largely on the St. Lawrence should have been 
devoted instead to the development of trade through 
Maritime ports. 


Such engagements, it is argued, also involved 
“improvements in overseas freight rates” so that 
there might have been a “ continuous development 
of the trade between the Great West and the Sea- 
board”. It is to be observed that this would have 
required a control over railway freight rates which 
at that time lay outside the accepted scope of 
government, and also a control of ocean freignt 
rates which has not even yet been attained. The 
Dominion Government is censured because “ it did 
not discontinue the traffic to the American ports or 
try to do so.” The inference is that the shipper 
should not have been allowed to route his shipments 
as he chose. To substantiate this attitude New 
Brunswick “relies” upon what it terms “the design 
of Confederation”. “ We say that it was perfectly 
feasible for the Dominion to cause the substantial 
part of the grain to be shipped to the East through 
British territory to the ports of Saint John and 
Halifax.” ‘Importers of grain in Britain could 
easily have been persuaded to cause the grain to be 
shipped through British ports and the influence of 


4 Brief pp. 90-92, 98, 110-11. See also Ev. p. 10,177. 
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the Imperial Government in that respect would 
have been a great factor in the accomplishment of 
this result.”’5 

It is suggested in the supplementary brief of 
New Brunswick that Resolution 66 also involved 
the extension of the Intercolonial into the Great 
West to be operated on grounds of national policy 
with freight rates not based on commercial con- 
siderations.6 There is no citation of documentary 
support for this contention, and we can find no con- 
temporary evidence that this future for the Inter- 
colonial was in the mind of anybody at that time. 
The building of the National Transcontinental is 
described in the supplementary brief as a partial 
performance of Resolution 66: it could “only be 
attributable to the contract”. But the Province 
contends: “The failure of Parliament to compel 
the traffic to follow that route [to the Atlantic 
ports] regardless of the act of the shipper, is a 
matter wherein the agreement was not carried 
out.’”’8 

It has, therefore, been necessary to reach definite 
opinions as to Resolution 66—its origins, the pur- 
poses it was meant to serve and the extent to which 


5 Brief pp. 110-116. These views are supported by the 
supp. brief (p. 3): “It is quite apparent from the declarations 
made at the time of Confederation that the purpose of all parties 
was to avoid any necessity of conducting trade through United 
States territory and United States ports.” Some qualification, 
however, appears to have been made in the hearings: Mr. Jones, 
counsel for New Brunswick (Ev. p. 10,094): “My view is that 
this traffic should have been forced to the ou provinces and 
have developed our ports. do not mean to say that none should 
have been sent to the United States, but I say that we should 
have had reasonable treatment.” 

6 Supp. Brief, p. 26 and p. 40. 

7 It was apparently not until 1903 that any suggestion 
of extending the Intercolonial beyond a terminus of the St. 
Lawrence was made by responsible parties. In that year R. L. 
Borden and Hon. . Blair suggested extension of the 
Intercolonial to Georgian Bay as an alternative to the construc- 
tion of the National Transcontinental. Debates, House of Com- 
mons, 1903, pp. 8994-98. 


8 Supp. Brief, p. 40. The broad interpretation given to 
the term “improvements” by the Province is illustrated by the 
following extract: (Ev. p. 10,209) 

‘Mr. STEWART [counsel for the Commission]:...You are 
relying upon an implication, which you draw from clause 66 of 
the London Resolutions, that trade and commerce was to be 
compelled to follow the route from the west through Maritime 
ports. Do I understand that to be your contention? 


Hon. Mr. JONES [counsel for yeaa a Yes. Whatever im- 
provements were necessary for the development of that trade 
must be provided.” 

And again at p. 10,210: 

“Mr. STEWART: But there is nothing in section 66 about 


the cost of carrying freights over those lines of communication, 
and about improvements—not a word about that. 


Hon. Mr. JONES: Not exactly, but there is this to be 
considered, that the improvements necessary for the development 
of trade involve the provision of harbour facilities, shipping 
facilities, to carry the export traffic outside of the country; 
and, if necessary, freight rates must be such as to promote the 
development of trade. 


; Mr. STEWART: Can you show me where the implication 
is substantiated that freight rates should be so reduced as 
to compel traffic to follow the route to the maritime ports? It 
certainly is not in section 66 of the resolutions. 


. Hon. Mr. JONES: It is there of course, under the head 
of improvements.” 


it imposed obligations on the Dominion Govern- 
ment. This examination must be on the lines of 
historical rather than legal inquiry. The Province 
did not put forward its case on strictly legal grounds: 
it argued rather that Resolution 66 constituted an 
“agreement that the provinces and the Dominion 
should carry out, from the standpoint of what is 
fair and right and just.”9 For the correct interpre- 
tation of Resolution 66 we must look, as does the 
Province, to the records and documents of the time. 

The project of building an intercolonial railway 
preceded by years the emergence of any movement 
for Confederation; the difficulties, political and 
financial, which had prevented its construction, 
disappeared as the movement for Confederation 
gained strength. The supporters of Confederation 
in the Maritimes were delighted that they could at 
last obtain railway access to the markets of the 
upper provinces;19 and the reluctance of strong 
political elements in the Province of Canada to 
embark upon this enterprise was transformed into 
active support by the fear that the United States 
(then in the stresses of Civil War) would suspend 
the bonding privileges by which alone Canadian 
trade could reach the sea during the winter months 
when the St. Lawrence route was not available. 

The much-quoted statements by Canadian public 
men in their pro-union campaign in the Maritime 
cities in the late summer of 1864, and similar expres- 
sions of gratification in the Confederation debates 
of the Canadian Parliament in 1865 that the Central 
Provinces were thereafter to have an all-year access 
to the sea, are to be read, interpreted and appraised 
as political appeals for support for a policy which 
was then in issue before the people. As such, these 
statements are rightly subject to the qualifications 
and subtractions which informed contemporary 
opinion always applies to political advocacy. It is 
always to be borne in mind that the opposition to 
the project of Confederation, at every stage of its 
progress, was everywhere formidable. The public 
men who urged Confederation were, as their work 
establishes, statesmen; but they were also the 
partisans of an enterprise to which they had com- 
mitted their political fortunes. They put their 
predictions of favourable results at the maximum of 
what they hoped was possible; and if these in actu- 
ality fell short of expectations, it can be said that 
the experience was far from unique in Canadian 
history. 


9 Ev. pp. 9010-11. 

10 The strong desire of the people of the Maritimes for 
railway connection with Canada was expressed by S. L. Tilley 
in his emphatic statement at the Quebec Conference: “We won’t 
have this union unless you give us the railway’. E. Whelan. 
The Union of the British Provinces, (1865) p. 72. 


The whole situation with respect to the construc- 
tion of the Intercolonial is readily understandable. 
There was agreement among the supporters of 
Confederation in all the provinces that the railway 
was desirable and that it would be mutually advan- 
tageous. To the people of Canada the prospect of 
the road was most welcome because they had been 
forced to consider what their plight would be if the 
frontier of the United States were closed to Canada’s 
overseas trade. There is in the recorded speeches 
sufficient warning that Canadian public men did 
not consider access to the Maritime ports as a com- 
plete substitute for the United States’ ports. 
Canada would not by its own act inflict upon itself 
the injury which it feared from the United States 
by the abolition of the privilege of shipping its 
products through that country in bond. The pro- 
posed Intercolonial was regarded as an alternative 
route, not a complete substitute for routes through 
the United States. This is made clear beyond all 
question by a speech of John A. Macdonald at 
Halifax, September 12, 1864, made during the tour 
of the Maritime Provinces by Canadian leaders in 
the interval between the Charlottetown and Quebec 
Conferences. Macdonald said:— 

“T don’t hesitate to say that with respect to the 
Intercolonial Railway, it is understood by the people 
of Canada that it can only be built as a means of 
political union for the Colonies. It cannot be denied 
that the Railway, as a commercial enterprise, would 
be of comparatively little commercial advantage to the 
people of Canada. Whilst we have the St. Lawrence 
in Summer, and the American ports in time of peace, 
we have all that is requisite for our purposes. We 
recognize, however, the fact that peace may not always 
exist, and that we must have some other means of 
outlet if we do not wish to be cut off from the ocean 
for some months in the year.”11 


If the Maritime Governments were prepared to 
enter Confederation only on a basis of the special 
concessions, as to the highly preferential treatment 
in trade and in public improvements set forth in 
the New Brunswick brief, would they not have 
attached their conditions to the provisions in the 
British North America Act requiring the building 
of the Intercolonial, about which there could be no 
doubt, instead of relying upon an obscure phrase in 
the London Resolution No. 66, the application of 
which policy was contingent and conditional? 


11). Whelan, J'he Union of the British Provinces, (1865), 
p. 45. This statement may be compared with a letter by Aur, 
Galt, Nov. 17, 1858, to Earl Lytton, Secretary of State for the 
Colonies: “I do not for a moment pretend to say that Canada 
would use the Intercolonial Railway for her trade while shorter 
and cheaper lines exist, but if at any time a different trade 
policy were adopted by the United States or war were to break 
out, then she would possess another outlet and would gladly 
suffer any inconvenience from the greater length and enhanced 
charges.” O. D. Skelton, Life and Times of Sir A. T. Galt, p. 246. 
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Instead there was, as the documents of the time 
make clear, a belief that the building of the road, 
which would establish a connection between the 
Canadian and the railway systems of the Maritime 
Provinces, would in itself bring all the happy results 
that were with such apparent confidence predicted. 
There was little general understanding of the 
economics of competition in transportation and an 
artless faith on the part of many that freight would 
move over a long railway haul regardless of water 
competition and would seek the ultimate land point 
of transference, instead of the nearest access to the 
sea as has been so clearly shown by the test of 
experience.12 


Historians of the Confederation period and 
researches made on behalf of the Commission are 
in agreement in giving an Upper Canadian origin 
to Resolution 66. It was submitted and was 
adopted to reconcile Upper Canadians to the con- 
struction of the Intercolonial to which in the past 
they had been opposed.13 The antecedents of the 
Resolution, the circumstances attending its appear- 
ance in the Quebec and London Resolutions, every 
direct reference to it of which there is record, 
suggest that this Resolution was a declaration of an 
intention to proceed, as speedily as possible, with a 
developmental project of particular concern to 
Upper Canada, which involved the building of 
communications with the Great West and extensive 
“improvements”? in the Canadian canal system. 
In the resulting prosperity which was hoped for, it 
was believed that the Maritime Provinces would 
share. 


12 Professor Creighton quotes an enthusiastic speaker in 
Halifax who saw that city as a place of transit comparable to 
Venice and Genoa because “we form the nearest point to Europe”. 
See Appendix 2—British North America at Confederation, Section 
8, Sir John A. Macdonald appears to have had the same idea. 
Writing to C. J. Brydges of the Grand Trunk Railway, Oct. 31, 
1870, about prospective freight rates on the Intercolonial, he said: 
“It is of course the duty of the government to see that no 
preference of any kind is given, or possible, and that a barrel 
of flour arriving by water at Quebec will have just as good a 
chance as if it were sent by railway from Sarnia.” (Macdonald 
Letterbook, No. 14, Canadian Archives). It is evident that Sir 
John Macdonald thought that a through rate over the Grand 
Trunk and the Intercolonial might be cheaper than a combined 
lake, river and rail rate. 

13, R. G. Trotter, Canadian Federation, p. 283: “Therefore 
if the latter [the Intercolonial] was to be built by the new 
General Government at the insistence of the Lower Provinces, 
they demanded that the improvement of western communications 
should also be undertaken by the same authority. The inclusion 
of both projects in the Quebec Resolutions was thus in a sense 
a means of reconciling diverse sectional interests.” 

George Brown, who had ardently supported western develop- 
ment but had questioned the utility of the Intercolonial, found 
himself in difficulties in the Canadian Parliament when the Quebec 
Resolutions were before it for approval, because the two projects 
were not given equal standing. While he conceded that the 
building of the Intercolonial had been given the preference, he 
declared that “the Confederation is, therefore, clearly committed 
to the carrying out of both these enterprises.” (Confederation 
Debates, p. 103). 

Of. Appendix 2—D. G. Creighton, British North America at 
Confederation. 


252 


We are, therefore, quite unable to agree that the 
word “improvements” in the context in which it 
appears in Resolution 66, imposed upon _ the 
Dominion Government obligations to do the things 
set forth in the New Brunswick brief. 

Meaning of the Term “ Seaboard”.—Nor is it 
possible to accord to the word “ seaboard ” the pre- 
cise and limited significance given to it in the New 
Brunswick brief. By linking up canal improve- 
ments with the establishment of communications 
with the Northwest Territories it was hoped to 
prevent trade benefits resulting from the opening 
up of the Northwest from inuring to the sole benefit 
of the Erie Canal which, prior to Confederation, 
had captured a large proportion of the shipping 
traffic originating on the Great Lakes. “ Seaboard,” 
to the framers of this Resolution, meant that part 
of Canada in which there were ports actual or in 
prospect to which ocean-going ships could come to 
carry away the traffic which would originate in the 
Great West and come down the canals. Canada 
welcomed Confederation because it gave her an 
extended seaboard with all-the-year ports to which 
access would be given by the Intercolonial. When 
George Brown in the Confederation debates (Feb- 
ruary 8, 1865) spoke of the unsatisfactory position 
of Canada “ shut off as she is from the seaboard in 
the winter months,” he said, in effect, that during 
the summer Canada had her own seaboard. 

At no time since the British first occupied Canada 
have Quebec and Montreal not been recognized 
officially and in current language as seaports. When 
in 1785 the British Government passed an Order in 
Council which forbade trading by sea between 
Canada and the United States, this was held by the 
governor of that time and his council to apply to 
Quebec and Montreal but not to the inland lakes.14 
Adam Lymburner, merchant of Montreal, appear- 
ing at the bar of the British House of Commons, 
March, 1791, to oppose the division of Canada into 
two provinces pleaded that since the only “ ocean 
ports”? were in Lower Canada the two provinces 
would find themselves involved in controversy.15 
The official statistics of the Department of National 
Revenue give the registered tonnage of sea-going 
trafhe at Montreal as follows for these pre-Con- 
federation years: 1865, inbound 133,286 tons, out- 
bound 144,475; 1866, inbound 172,262, outbound, 
149,719.16 The same terminology is used today. 
Thus Sir Alexander Gibb in his National Ports 
Survey (1932), makes a division between inland 

44D. G. Creighton, The Oommercial Hmpire of the St. 
Lawrence, hae mb 104-105. 


5 [bid : 
16 Obtained from Dept. of National Revenue. 


and canal ports and seaboard ports. He states 
therein that there are “46 seaboard ports” in 
Quebec, which makes the seaboard identical with 
the banks of the St. Lawrence from Montreal to the 
mouth of the river.17 Indeed the Government of 
New Brunswick itself states in its brief that Canada 
was without a seaboard for only a portion of the 
year. “Here,” it says, “ were provinces locked up 
for one-half the year without a seaboard, at the 
mercy of the United States for an outlet.”18 In 
evidence counsel for New Brunswick called this a 
“very careless statement,’1!9 but in fact the brief 
of New Brunswick here used the word in exactly 
the sense in which it was employed by George 
Brown and his associates in the drafting of Reso- 
lution 69 of the Quebec Resolutions (66 of the 
London Resolutions). 


Neither the developmental policy subsequently 
adopted by the new Dominion Government, nor 
the public utterances by Dominion statesmen about 
it, support the construction placed by New Bruns- 
wick on Resolution 66. In the early years of 
Confederation the Intercolonial was begun, a Royal 
Commission was appointed to advise as to a policy 
of canal construction, and initial steps were taken 
toward the building of a transcontinental railway. 
In his budget speech, April, 1873, 8S. L. Tilley, 
Dominion Minister of Finance, took note of these 
developments, and, in the spirit of optimism then 
prevailing, undertook to foretell the economic and 
national consequences. The Pacific railway was to 
bring the produce to the head of Lake Superior 
where it would be placed on ships and brought 
down the canals to the seaports. Montreal would 
become a rival of New York. Quebec would ‘be 
second to Montreal in the Province. “Then,” he 
added, “coming to my own province [New Bruns- 
wick] with perhaps limited advantages compared 
with Ontario and Quebec, but prepared as we shall 
be with the aid of the railway, we shall fight hard 
for our share of the shipping trade. Passing to 
Nova Scotia, Halifax will secure her share of 
trade as the necessary result of the Intercolonial.’’2° 


Tilley, it is apparent, was unaware of the impli- 
cations of Resolution 66 which New Brunswick has 
now urged; he made no charge that the “ agree- 
ment” upon which New Brunswick had entered 
Confederation was not being respected. Nor is 
there any evidence that he had become aware of 


an Onn ds 
18 baie Piel 
19 Hy. 10,180 


20 coranbeck Hensard” 1873 (Library of Parliament) p. 54 


such a breach of faith ten years later when, again 
as Minister of Finance, he delivered the budget 
speech. Speaking in Parliament, March 30, 1883, 
he said:— ; 

“Our whole policy, the policy of both Govern- 
ments since 1867, has been to do everything that 
the means of the country would justify to afford 
increased facilities to the shipping coming to and 
going from Canadian ports.... These figures show 
that every Government, and every Parliament have 
been fully alive to the importance of this matter. ... 
It has been the policy of the Government [the 
Macdonald Government] in legislating for the Cana- 
dian Pacific Railway to direct the trade of the Great 
West, during the summer, through Montreal and 
Quebec, and, during the winter, through the open 
ports of the Dominion.”?1 


It is, perhaps, worth pointing out that Sir 
Leonard Tilley was a member of both the Quebec 
and London Conferences; that he was presumably 
thoroughly familiar with the history of Resolution 
66 and the nature of the policies it foreshadowed; 
that he was Premier of the Province of New Bruns- 
wick at the time of Confederation; and that he, 
representing a New Brunswick constituency, entered 
the Dominion Government and served from 1867 
to 1873 and again from 1878 to 1885. 

We are thus unable to accept the contention of 
New Brunswick that Resolution 66 of the London 
Conference constituted in any sense a contract or 
agreement with the Maritime Provinces; or that 
the term “ improvements” used therein implied the 
means of forcing trade through Maritime ports as 
New Brunswick contends; or that the term “ sea- 
board ” meant only the seacoast of the Maritime 
Provinces. But we have examined the submissions 
of New Brunswick carefully and, we trust, with 
detachment, in the hope that a complete review 
may not merely show why we are unable to recom- 
mend that this claim be allowed, but may also 
serve to remove a sense of grievance which has been 
long standing. 


OPERATION OF THE INTERCOLONIAL RAILWAY 


The submissions regarding the operation of the 
Intercolonial railway may now be considered. 

The complaint of New Brunswick, to which the 
Province attaches a good deal of importance, is 
that in making the Intercolonial railway a part of 
the government railway system the Dominion broke 
an understanding dating from Confederation that 
the road would be operated in perpetuity by the 
government and kept separate and distinct from 


21 Debates, House of Commons, 1883, pp. 337-38. 
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all other railways.22 The very general belief that 
there was a definite agreement to this end does not 
appear soundly based. In 1870 the question of 
the future control and management of the Inter- 
colonial was discussed in Parliament as one that 
still awaited a decision.22 Moreover, on October 
31, 1870, Sir John A. Macdonald wrote to C. J. 
Brydges, who was both General Manager of the 
Grand Trunk and a Commissioner for building the 
Intercolonial, discussing the manner of operating 
the Intercolonial railway when finished and voicing 
the tentative impression that “ the most satisfactory 
move in the public interest of working the rail- 
way” would be for the Government to make 
arrangements with the Grand Trunk for that 
purpose.24 In the same letter Sir John expressed 
the opinion that if “ Brown, Mackenzie and Com- 
pany” were to come into power they would seek 
a different solution. The expectation proved well- 
founded; following the accession of Alexander 
Mackenzie to the premiership the railway was 
placed in 1874 under the direct control of the 
Department of Public Works. This arrangement 
was not disturbed when Sir John A. Macdonald 
returned to office in 1878. In 1889 he declared 
that “the road can only be properly kept up, and 
the bargain with the Maritime Provinces can only 
be maintained by that road being always kept up 
as a government work.”25 A transfer of the Inter- 
colonial at the time of this statement could only 
have been made to a privately-owned road which, 
unless restrained by the terms of transfer, would 
presumably operate it on strictly commercial lines. 
Its merger thirty years later with other railways, 
also publicly-owned and under the direction of a 
board appointed by the Dominion Government, was 
an action widely different from that feared in 1889 
about which Sir John Macdonald’s assurance was 
given—an assurance of 1889, it is to be noted, and 
not of 1867. 


The New Brunswick Government also objects to 
the operation of the Intercolonial railway by the 
Canadian National Railways on the ground that 
this corporation is operating “not with reference 
to the rights of the Maritime Provinces under the 


22 Brief, p. 120. 

28 Dominion Parliamentary Debates (1870), pp. 988-1013. A 
motion introduced by Galt called for private construction and 
operation. Members of the Cabinet contended construction by 
the Government was required by the Imperial Intercolonial 
Guarantee Act, but admitted operation after construction was 
another matter. “After the construction”, said Sir John A. Mace 
donald, “the government might lease—to the Grand Trunk or to 
the company spoken of by the hon. member for Carleton.” 
(p. 1011). 

24 Macdonald Letterbook, No. 14. (Canadian Archives.) 

25 Debates, House of Commons, April 29, 1889, p. 1660. 
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Confederation system, but with the object of 
showing results in the same way as any private 
corporation.” Under “the Confederation agree- 
ment,” it is said, it was not intended that. freight 
rates should be made so as to cover interest on 
the cost of construction or even to meet operating 
expenses, if this involved rates, ‘“‘ bearing too 
heavily upon the interprovincial or other trades of 
the Maritime Provinces”. “The design of Con- 
federation,” it is stated, called for a local manage- 
ment of the Intercolonial with headquarters at 
Moncton. The present operation of the Inter- 
colonial is described as a “commercial operation 
which is entirely contrary to the scheme of Con- 
federation’. This Commission was asked by New 
Brunswick to make recommendations “that the 
Dominion remove the Intercolonial from the control 
of the Board of Transport Commissioners and put 
into effect a schedule of rates based on what was 
designed at Confederation and not upon exclu- 
sively commercial considerations”; that facilities at 
the ports be extended and shipping arrangements 
made to encourage trade through the ports; and 
that some compensation be given the Province for 
non-fulfilment of obligations.26 


That the rates imposed by the management of 
the Intercolonial in 1912, and continued for fifteen 
years, were wholly commercial in character is 
beyond question.27 Because this was a purely 
commercial rate it was held by the Duncan Com- 
mission to be a violation of an understanding 
reached at Confederation which it described in 
these terms: “ That to the extent that commercial 
considerations were subordinated to national, 
imperial and strategic considerations the cost would 
be borne by the Dominion, and not by the traffic 
that might pass over the line.”28 The reduction 
of 20 per cent which the Duncan Commission 
recommended would, in its view, take care of the 
“national, imperial and strategic considerations”, 
leaving the adjustment of other claims to the 
Board of Railway Commissioners. A _ reasonable 
inference from the Duncan Commission findings is 
that the reduction (which was made statutory in 
the Maritime Freight Rates Act, 1927) would meet 


*6 Brief, pp. 107-121. 

27 An explanation of this increase was given to the House 
of Commons by Hon. Frank Cochrane, Minister of Railways, in 
the session of 1912-13. He said the average increase was 5 
ae cent but that on particular commodities it worked out higher. 

ome of the members placed the increase on individual commod- 
ities as high ag 40 per cent, Mr. Cochrane’s defence was: “I am 
trying to run the Intercolonial on a business basis... I am 
satisfied that increases in rates are necessary.” Debates, House 
of Commons, 1912-13, col. 12,065. 

oy "8 Report of the Royal Commission on Maritime Claims, 
peels 


the obligations of Confederation leaving the adjust- 
ment of other rate matters to the system of rate 
control to which all the railways in Canada were 
subject; and we are confirmed in this deduction by 
the opinion of the Duncan Commission of the 
effect of its recommendation: “It separates com- 
pletely considerations of national public policy 
from considerations of railway policy proper. It 
restores the original purposes of the Intercolonial 
Railway as interpreted by the freight structure prior 
to 1912, without withdrawing it from the con- 
solidated system of National railways, a step which 
we think would be retrograde, and, in the end, 
very unsatisfactory.”29 

With this opinion we are in complete agreement, 
and we think that the criticism of the New Bruns- 
wick brief to the effect that the Intercolonial 
railway is now run as a “commercial operation 
which is entirely contrary to the scheme of Con- 
federation ” is not well founded. 


NATIONAL TRANSPORTATION POLICIES AND 
MarITIME Ports 


In view of the criticism, implied or express, in 
various submissions discussed in this chapter, that 
the Dominion has ignored the legitimate claims of 
Maritime ports to an adequate share of Dominion 
trade, we think it advisable to survey briefly the 
salient features of Dominion policies on railway 
construction and freight rates as they have related 
to the Maritime Provinces. 

The construction of the Intercolonial railway 
promptly followed the union of the provinces in 
keeping with the provisions of section 145 of the 
British North America Act. The building of the 
road was entrusted to a government commission 
with Sandford Fleming as chief engineer. While the 
choice of the route, with its maximum mileage, was 
compelled by supposed military necessities,39 there 
was confidence on the part of Fleming that through- 
traffic would be large from the outset which 
resulted in the railway being built to much higher 
standards than had been intended. The original 
estimates were $20,000,000, but the actual cost was 
$34,368,396. 


maa ae) 728, 


30 A more direct route would not have been acceptable to 
the Imperial authorities as is made clear by a despatch from 
the Secretary of State for the colonies to Viscount Monck dated 
July 22, 1868: “...Her Majesty’s Government have learned with 
much satisfaction that the latter” (the most northerly route) 
“has been selected by the Canadian government. The com- 
munication which this line affords with the Gulf of St. Lawrence 
at various points, and its remoteness from the American frontier, 
are conclusive considerations in its favour, and there can be no 
doubt that it is the only one which provides for the national 
objects involved in the undertaking.” Canada Sessional Papers, 
1869, No. 5, p. 8. 


The expectation that traffic would develop on a 
large scale over the Intercolonial was general. 
There was an evident expectation that ultimately 
freight from the middle western states as well as 
from Central and Western Canada would find its 
way to seaports by way of the Intercolonial. Thus 
in 1879, when the Dominion bought the Grand 
Trunk section from Riviére du Loup to Point Levis 
and added it to the Intercolonial, it was stipulated 
that the sum paid, $1,500,000, was to be “ devoted 
towards obtaining an independent railway connec- 
tion from Sarnia to Chicago ”.31 


The extra mileage of the Intercolonial, due to the 
military considerations which determined the route, 
was compensated for by low freight rates. A com- 
parison of rates on the Intercolonial with those 
charged by the railways in Ontario and Quebec in 
the eighties shows variations of 20 per cent in favour 
of the Maritimes in classes 1 and 2 rising to 40 per 
cent for classes 4 and 5; and these differentials 
remained fairly constant until the rates were equal- 
ized with the central rates in 1912. 


In 1897 the Intercolonial was -extended from 
Point Levis to Montreal by the purchase of existing 
railway lines at a cost of some seven million dollars. 
Hon. A. G. Blair, Minister of Railways, in justifying 
the extension, declared that under similar circum- 
stances any railway company would “ strain every 
nerve and assume every reasonable responsibility 
in order to relieve itself of the incubus under which 
it laboured, the trammels under which it was oper- 
ated, and to remove the blocks which prevented it 
reaching a point where it might fairly undertake 
all the business that offered, and where it might 
pursue under favourable conditions the object for 
which the railway was established. Under existing 
conditions, I say the Intercolonial railway cannot 
be successfully operated.” The lack of profit on the 
Intercolonial had created, he said, a prejudice in 
the public mind against government ownership; 
but the true explanation was that the Intercolonial 
had been “ cribbed, cabined and confined’”’.32 By 
arrangement the Grand Trunk was to turn over to 
the Intercolonial at Montreal a proportion of the 
through-traffic to be carried by the Intercolonial to 
Saint John or Halifax for transport to the markets 
of Europe. 


Although the Intercolonial railway ceased to be 
under a management directly responsible to the 


31 G. P. de T. Glazebrook, A History of Transportation in 
Canada, p. 213. 


82 Debates, House of Commons, June 16, 1897, col. 4258ff. 


235 


Minister of Railways in November, 1918, freight 
rates on the Intercolonial did not come under the 
control of the Board of Railway Commissioners 
until 1923. 


In implementing the Duncan Commission recom- 
mendation for a permanent differential of 20 per 
cent in favour of Maritime rates over those prevail- 
ing in the central section, the Dominion Parliament 
formally recognized by statute the right of the 
Maritime Provinces to this consideration because 
of the national, imperial and strategic conditions 
which controlled the building of the Intercolonial. 
The preamble to the Maritime Freight Rates Act 
relying on the finding of the Duncan Commission, 
defined in precise terms the part which the Inter- 
colonial was intended and is still expected to play 
in the national economy: “Whereas . . . the 
Intercolonial Railway was designed, among other 
things, to give to Canada in times of national and 
imperial need an outlet and inlet on the Atlantic 
ocean and to afford to Maritime merchants, traders 
and manufacturers the larger markets of the whole 
Canadian people instead of the restricted markets 
of the Maritimes themselves.”83 


This outlines in brief the Dominion railway 
policy in furtherance of trade between the Mari- 
times and the rest of Canada as expressed in the 
construction and operation of the Intercolonial. 


The “ Short Line” 


In the early projects for a transcontinental rail- 
way, which finally took form as the Canadian 
Pacific Railway, the interests of the Maritimes, it 
was thought, would be served equally with those of 
the other parts of Canada. The eastern terminus 
was fixed at Callander on Lake Nipissing; there the 
eastern system of transportation would connect 
with the transcontinental and as the traffic flowed 
eastward the Maritimes, through the operation of 
the Intercolonial, would get their share. When the 
Canadian Pacific Railway Company was chartered 
its eastern terminus was also fixed at Lake Nipissing; 
but there were further specific provisions empower- 
ing it to extend its line to Ottawa and, to obtain, 
hold and operate a line or lines of railways from 
Ottawa to any point at navigable water on the 
Atlantic seaboard or to any intermediate point. 


38 Statutes of Canada (1926-27) 17 Geo. V.. c. 44. 
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The all-Canadian purposes of the project were 
stressed by the Government when the arrangement 
was before Parliament for ratification.34 


The failure of the hopes that traffic would flow 
over the Intercolonial in increasing volume was the 
cause of much dissatisfaction in the Maritimes. Sir 
Charles Tupper, in 1884, gave as the reason the 
excessive mileage of the Intercolonial. ‘“ The gov- 
ernment,” he said, “have been driven to the con- 
clusion by the force of circumstances and by the 
practical results, that it is impossible for the ports 
of Saint John and Halifax to compete with the 
nearer ports of Portland and Boston in the United 
States.”85 To meet this condition he announced 
that the Government would, by the granting of 
subsidies, secure the building of a Short Line giving 
direct communication between Montreal and Saint 
John and Halifax. Then, he said, “we will have 
the complete realization of our hopes and expecta- 
tions.” The result was the building of the Short 
Line across the State of Maine, giving the Canadian 
Pacific railway direct access to the port of Saint 
John. 

That the Canadian Pacific Railway adopted the 
Short Line policy under strong pressure from the 
Dominion Government, and under assurances from 
its members that the Intercolonial thereafter would 
be operated as a local road, leaving the through- 
trafic to the Canadian Pacific, is stated categoric- 
ally in letters from Sir George Stephen to Sir John 


24 Thus Sir John A. Macdonald (Debates, House of Commons, 
1881, p. 493) said: “We desire, the country desires, that the 
road, when built, should be a Canadian road; the main channel 
for Canadian traffic for the carriage of the treasures and 
traffic of the west to the seaboard through Canada.” There was 
a further desire to “build up Montreal, Quebec, Toronto, Halifax 
and Saint John by means of one great Canadian line, carrying 
as much traffic as possible by the course of trade through our 
own country.” 

Sir Leonard Tilley, speaking in the same debate (p. 527) 
said the Government “desired that when the millions of acres 
in the Northwest were settled, the products of that country should 
be brought down to Montreal, Quebec, Halifax, Saint John or 
Toronto...through Canadian territory.” 

The fact that Sir John Macdonald at one time considered 
Quebec City as the right terminus for the Canadian Pacific is 
not generally known; at Quebec, of course, it would be easy to 
transfer freight to the Intercolonial. The statement indicating 
Quebee as the proper terminus was made in Parliament when 
Sir John defended the action of the Government in paying retro- 
actively subsidies to the Quebec Government for the construction 
of railways from Ottawa to Montreal and from Montreal to 
Quebec. Upon that occasion Sir John recalled that when the 
original project of building the Canadian Pacific had been initiated, 
Callander had been selected as the eastern terminus, but that 
subsequently the Mackenzie Government had extended the line 
“to Pembroke, and in fact to Ottawa.” He added: “Then, Sir, 
from that moment I saw, and everybody of common sense must 
have seen, that neues had, with unwonted energy, finished a 
railway from the nye of Quebec, which everybody admitted must 
be eventually the Atlantic terminus of the Canadian Pacific 
Railway; that Quebec, taking time by the forelock, in order to 
give to their province an immediate connection with the Far North- 
West, pledging their fortune and pledging their credit to complete 
the road, I foresaw... that the road they were constructin 
must form a portion of the great national highway and be aide 
like the rest.” Debates, House of Commons, 1884, p. 1565. 


85 Debates, House of Commons, 1884, p. 1480. 


Macdonald in 1889.36 Sir Charles Tupper’s hope 
that the building of the Short Line would bring 
traffic to the Maritime ports in volume sufficient to 
meet expectations was not realized; and following 
a change in government the Intercolonial again 
became the agency by which it was expected trade 
between Canada and the Maritime ports would be 
enlarged. Means to this end were supplied by the 
extension in 1897 of the Intercolonial railway to 
Montreal, as already noted. 


The National Transcontinental 


Just six years later the Dominion Government 
was proclaiming that both the Intercolonial and the 
Short Line had failed to promote trade through 
Maritime ports. When the Grand Trunk sought 
public assistance to extend its system from North 
Bay into the Prairie West, the Government found 
in the scheme the opportunity for constructing, in 
conjunction with the Grand Trunk, a second trans- 
continental railway whose eastern terminus would 
be in the Maritime Provinces. Sir Wilfrid Laurier, 
submitting the new transcontinental policy to the 
House of Commons, July 30, 1903, found both the 
Intercolonial and the Short Line inadequate as sup- 
pliers of traffic for the Maritime ports. Replying 
to the Opposition’s contention that Quebec should 
be the eastern terminal, which implied that western 
all-rail trafic would be transferred at that point, he 
rejected the contention that the Intereolonial had 
been built to serve as a carrier of traffic originating 
in the Central Provinces or brought to that region 
by the opening of communications with the Great 
West. Speaking in the House of Commons, Sir 
Wilfrid said: “‘ The answer which we have to make 
to this objection is plain, obvious, categorical, 
peremptory and paramount; the answer is that the 
Intercolonial never was intended and never was 
conceived and never was built for transcontinental 
trafic. The Intercolonial was first conceived as a 
military road. It was built and located for political 
reasons, .’37 Having dismissed the Inter- 
colonial as a suitable road for the movement of 
traffic from the West through Canadian ports, Sir 
Wilfrid went on to say that the Short Line was 
likewise unsatisfactory because it passed through 
United States territory. The Transcontinental, he 
predicted, would achieve the purpose which he 


386 Stephen wrote (Sept. 3, 1889) “ ... Tupper and Pope 
repeatedly said, by way of inducement to undertake the work, 
that, on the opening of the Short Line, the I.C.R. would be run 
as a local road, that the through business would all come over 
the Short Line, that the I.C.R. worked as a local road, would 
be just as useful to the people of the country traversed by 
it...” As quoted by Glazebrook, A History of Transportation 
in Canada, p. 297. For further correspondence see Pope, Oorre- 
spondence of Sir John Macdonald, pp. 454-57. 


stated categorically: “Our intention hasbeen .. . 
to force traffic in Canadian channels and through 
Canadian waters.”38 Hence the necessity for the 
Quebec-Moncton section of the National Trans- 
continental. 

These purposes were set out with precision and 
detail in the legislation embodying the Grand 
Trunk Pacific Agreement.39 

In keeping with the agreement with the Grand 
Trunk Pacific the National Transcontinental rail- 
way from Winnipeg to Moncton was built to the 
highest standard. No expense was spared in build- 
ing this road to provide the cheapest and most 
efficient means of carrying the wheat of the North- 
west to the Canadian seaboard. Estimates were 
made at the time the Transcontinental enterprise 
was launched that it would be possible to carry 
wheat profitably from Armstrong (equivalent to the 
Head of the Lakes) to Quebec for 6 cents per 
bushel. Once again the old belief was revived that, 
given a road bed and equipment of the highest 
standard, an all-rail rate could be set that would 
compete with the lake-and-rail rate. There is much 
to support the view that it was this faith that 
underlay the whole project of the National Trans- 
continental. Its chief objective was the delivery to 
Canadian ports, for export, of Canadian wheat. 


The project of a transcontinental railway operated 
by the Grand Trunk Pacific under an agreement 
with the Dominion Government disappeared in 
April, 1915, when the Grand Trunk Pacific refused 
to lease the line from Winnipeg to Moncton on 
the ground that it had not been completed in 
accordance with the agreement, the estimated 
cost of $61,415,000 having been increased to 
$159,881,197. The National Transcontinental line 
was thus left in the hands of the Dominion Govern- 
ment and became, on February 1, 1915, part of the 
Canadian Government Railways.49 Later all the 


37 Debates, House of Commons, 1903, col. 7,660. 

38 Tbid., col. 7,694. 

39 The principal provision in this agreement was: “The 
aid herein provided for is granted by the Government of Canada 
for the express purpose of encouraging the development of 
Canadian trade and the transportation of goods through Canadian 
channels. The company accepts the aid on these conditions, and 
agrees that all freight originating on the line of the railway, 
or its branches, not specifically routed otherwise by the shipper, 
shall, when destined for points in Canada, be carried entirely 
on Canadian territory, or between Canadian inland ports, and 
that the through rate on export traffic from the point of origin 
to the point of destination shall at no time be greater via 
Canadian ports than via United States ports, and that all such 
traffic, not specifically routed otherwise by the shipper, shall 
be carried to Canadian ocean ports.” Statutes of Oanada, (1903) 
3 Ed. VII, ec. 71, sec. 42 

40 The cost of the National Transcontinental up to March 
31; 1926, was $169,294,876 and $21,706,664 for the Quebec bridge. 
This does not include $129,972,139 advanced to the Grand 
Trunk Pacific Company. Annual Report, Dept. Railways and 
Canals, 1925-26, p. 82. See also Fournier: Railway Nationalization 
in Canada, p. 26. 
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railways that came into the hands of the govern- 
ment, together with the Intercolonial, were con- 
solidated and given the name of- the Canadian 
National Railways. 


It is now apparent that the purposes, so clearly 
avowed, and implemented by this vast outlay of 
money, have been attained only in relatively slight 
measure. The reason for this comparative failure 
is a proper subject for examination by all parties 
affected or interested; but from this survey, it seems 
to us there might fairly be excluded the presump- 
tion of indifference or hostility on the part of the 
residents of other parts of Canada to the fulfil- 
ment of the hopes which inspired the building of 
the National Transcontinental. 


Controversy Over Freight Rates 


The failure of the National Transcontinental to 
act as a vast grain-spout through which western 
wheat would flow to Quebec and the Maritime 
ports focused attention for a number of years on 
the freight rates over the line by the Board of 
Railway Commissioners, the courts and _ the 
Dominion Government. 


When the railway was opened for traffic in 1916, 
a special rate of 6 cents a bushel from Armstrong 
to Quebec was set.41 But, in the following year, 
the management which was directly responsible to 
the Government, raised the rate to 34°5 cents per 
hundred pounds (85-5 cents to Maritime ports). 
This rate proved to be prohibitive. In 1925-26 
when the Government ordered the Board of Rail- 
way Commissioners to carry out a general inquiry 
into freight rates, emphasizing the importance of 
“encouraging to the fullest extent the movement 
of Canadian grain and other products through 
Canadian ports” the Quebec Harbour Board, 
supported by the Governments of the Maritime 
and Western Provinces,4? asked that the rate from 
Armstrong to Quebec be adjusted to the statutory 
Crowsnest Pass rates for the West. 


The application of the Quebec Harbour Board 
succeeded, and the grain rate was cut from 34:5 
cents per hundred pounds to 18°34 cents—the 


41 According to statements made in numerous later rep- 
resentations to the Government (as for instance in a memorial 
presented to Rt. Hon. R. B. Bennett, Prime Minister of Canada, 
April 13, 1932, by the Conservative Members of Parliament from 
the Maritime Provinces) this rate had been described in Parlia- 
ment by the Minister of Railways as profitable, but no reference 
to Hansard was given in these memorials, and a diligent search 
of the speeches in Parliament has failed to disclose any such 
statement. 

42 The Maritime Provinces later withdrew in view of the 
passage of the Maritime Freight Rates Act. 
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Crowsnest Pass rate. There was at that time, 
as there still is, a rate of 1 cent per hundred pounds 
from Montreal or Quebec to Saint John or Halifax 
on grain coming by rail from Georgian Bay ports, 
and the application of the Quebec Harbour Board 
had been made on the assumption (shared by the 
Governments of the Maritime Provinces) that this 
1 cent rate would also apply to grain coming all- 
rail from Armstrong or Port Arthur. But, after 
an unsuccessful appeal to the Supreme Court 
against the ruling of the Board of Railway Com- 
missioners which had applied the Crowsnest Pass 
rates to Armstrong-Quebec grain traffic, the Cana- 
dian National refused to extend to this traffic the 
1 cent rate from Quebec to the Maritime ports. 
Instead, by adding to the rate from Quebec to 
Saint John and Halifax the reduction it had been 
ordered to make between Armstrong and Quebec, 
it left the through-rate from the West to the 
Maritime ports the same as it had been before the 
ruling of the Board.43 


In an effort to retrieve this defeat, the Halifax 
Harbour Board, supported by the Maritime Board 
of Trade, appealed to the Board of Railway Com- 
missioners, asking that the 1 cent rate between 
Quebec and the Maritime ports be applied to ship- 
ments from the West. The real point at issue was 
whether or not the agreement of 1903 entered into 
by the Government and the Grand Trunk Pacific 
called for an all-rail rate to the Maritimes which 
would not merely meet the all-rail rate to compet- 
ing American ports, but would also meet the lake- 
and-rail rate to these ports if this were lower. The 
Board divided on the application, and the appeal 
failed.45 The rate from Armstrong to the Mari- 


48 Quebec retained the advantage of the lowered rate from 
Armstrong ordered by the Board but it has been of little value 
to the port as the rate, low as it is, cannot meet the lake-and- 
canal rate while that is in operation, and the period between 
the freezing-up of the lakes and canals and the closing of the 
St. Lawrence is too brief to permit any considerable movement 
of grain through the port of Quebec. From the crop year 1927-28 
to 1937-38 (inclusive) total rail receipts of grain at Quebec 
naa some which came by other lines than the National 

ranscontinental) have been less than 5,400,000 bushels. 


45 The decision was rendered on October 28, 1930. Chief 
Commissioner McKeown and Commissioner Norris were of the 
opinion that Parliament had intended in 1903 that the rate 
over the Transcontinental should meet all competing rates; they 
therefore held that the 35-5 cent rate from Armstrong to Saint 
John and Halifax which matched the all-rail rate from Duluth 
to New York should be reduced to 19-34 cents to meet the lake- 
and-rail rate from Fort William to New York. Commissioners 
McLean and Lawrence would not grant the appeal but were 
ready to allow a proportionate extension of the Armstrong-Quebec 
rate which would have given a rate of 27-5 cents to Saint John 
and 30-5 cents to Halifax. Deputy Chief Commissioner Vien 
and Commissioner Stoneman thought that the parity of all-rail 
rates on Canadian and American lines was all that could be 
given, as any reduction in these rates would immediately be 
met by American carriers and no diversion of traffic to Canadian 
channels would result. Because of these conflicting opinions, 
the existing rate was undisturbed. 


time ports has fluctuated to meet competitive 
conditions, but has remained well above the figure 
which the Quebec Harbour Board sought to obtain 
in 1926. As at December 9, 1938, the rate was 
264 cents. 

An appeal was taken from the decision of the 
Board to the Governor in Council and heard 
January 15, 1932. Supporting it were the Halifax 
Harbour Commission and the Maritime Board of 
Trade Transportation Commission; and opposed to 
it were the Canadian National Railways, the 
Canadian Pacific Railway and the National Millers 
Association. Subsequently a petition signed by a 
number of Members of Parliament and Senators 
from the Maritime Provinces was presented to the 
Prime Minister objecting to the case being returned 
to the Board of Railway Commissioners for recon- 
sideration; the Government was asked to “ declare 
its policy ” and “render a final decision”. It does 
not appear from the records that have been con- 
sulted that any finding was made on the appeal 
by the Dominion Government.4& 


It is apparent from what has been said here that 
transportation facilities have been supplied in 
ample measure to look after a much larger traffic. 
It is also established that the engagement as to 
parity of grain rates to American and Maritime 
ports has been respected if the engagement is held 
to apply only to rates of the same type. All-rail 
rates from Armstrong to Saint John and Halifax 
are on a parity with similar rates from Duluth to 
New York and other American ports. Efforts to 
have the all-rail route to the Canadian ports 
lowered to the level of lake-and-rail rates to the 
Atlantic ports have failed to secure authorization 
from either the Board of Railway Commissioners or 
the Governor in Council; and it appears from the 
record that the reason for this refusal was an accept- 
ance of the argument advanced by the railways that 
this rate would be met by the competing American 
railways, thus leaving matters unchanged so far as 
the movement of grain would be concerned. The 
fact must be accepted that, with free competition 
and parity of rates, only a proportion of Canadian 
wheat exports will go via the Maritime ports. The 
defeat in one essential respect of the greatest rail- 


46 The last public reference to the ra appears to be 
that made by the Minister of Railways (Hon. R. J. Manion) 
in the House of Commons, February 10, 1933 (Debates, pp. 
2011-12) in which he said that he had been “informed, thoug 
quite unofficially, that the present arrangements were altogether 
rebate | to those who were asking for the appeal to be 
disposed of.” 


way venture upon which the Dominion ever 
embarked is the result of the economic impossibility 
of maintaining lower rates for grain than those 
offered by competing American transportation 
systems. 


In this connection, the conclusion of the Duncan 
Commission which examined the problem at length 
should be noted:— 


“We do not feel, however, that we would be 
exhausting our own Terms of Reference, if we did not 
take some notice of what we believe to be serious 
misapprehension in the public mind in the Maritime 
Provinces as to the proximate cause of the difficulties 
in the way of development at Halifax and Saint John. 

Over a series of years, the merchanting of the grain 
crops of the West in the markets of the world has 
been built up on a delicate mechanism which cannot 
be suddenly or violently disturbed without creating 
chaos, and even disaster. The routing has been deter- 
mined not by reference to railway haul entirely but 
by the need for concentrating the grain at a key 
position which commands a range of ports where— 
because of the quantity and variety of ocean tonnage 
available—the shipper can be sure of finding cargo 
space within the shortest possible time for the quantity 
and destination of his shipment, at any given 
moment.” (p.28.) 


“We think the beneficial reaction arising to the 
trading and commercial interests of the Maritime 
Provinces by reason of grain and other products pass- 
ing through their ports has been much exaggerated, 
although grain exports may be of considerable value 
as basic cargo when other freight is also available. 
In the character of modern shipping, there would be 
very definite limitations to port development based 
only on traffic that was, as it were, merely piloted 
through a given channel.” (p. 29.) 
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In conclusion, we have not found that any con- 
tractual, or quasi-contractual rights of the Mari- 
time Provinces in the matter of Dominion transpor- 
tation policy have been violated. Nor can the 
Dominion be fairly accused of having ignored the 
legitimate claims of the Maritime Provinces to the 
use of their ports for the external trade of the 
Dominion. As the record indicates, the people of 
Canada have made substantial sacrifices to divert 
trade through Maritime ports, and we do not 
consider that any compensation should be allowed 
for the failure of bona fide attempts to build up 
this trade. The fact is, with the development of 
the large steamship and the growth of great ports 
elsewhere on the Atlantic coast, the economics of 
transportation have weighed heavily against the 
ports of the Maritime Provinces. But the fullest 
possible utilization of the ports of the Maritime 
Provinces consistent with the general welfare of the 
Canadian economy must remain in the future (as 
we are convinced that it has been in the past) a 
prime objective of Canadian policy. The people 
and Governments of the Maritime Provinces will 
naturally seek, through whatever agencies seem 
best to them, such a direction of Dominion trans- 
portation policies as in their judgment is calculated 
to assist in the well-being of the Maritimes; just 
as the people and governments of other provinces 
will be alert to safeguard their own interests. The 
Commission is not concerned so much with the 
merits of the resultant policies as with the effect 
which they may have on the fiscal needs of the 
various provincial governments and the financial 
recommendations which are made elsewhere are 
designed to meet whatever situation may arise in 
the future in respect of these needs. 


Cuarrer VI 


OTHER NEW BRUNSWICK CLAIMS 


Two further claims were presented to us in our 
New Brunswick hearings, both requesting compen- 
sation from the Dominion. 


THe Hapuirax AWARD 


The Government of the Province of New Bruns- 
wick in the brief1 presented at the Commission’s 
hearings in Fredericton and again in its supplemen- 
tary submission? in Ottawa advanced a claim for a 
share of the Halifax Award made in 1877 under the 
provisions of the Treaty of Washington, 1871. 
These dates indicate that the claim arises from 
events which occurred many years ago and, as it 
was suggested3 that the claim for approximately 
$1,000,000 in 1877 should bear interest, the amount 
involved in this claim, as estimated by New Bruns- 
wick, is nearly $15,000,000. 


The basis of the claim may be stated briefly. The 
Treaty of Washington, 1871, between Great Britain 
and the United States of America contained several 
provisions relating to fishing privileges on the 
Atlantic Coast. By Article XVIII Great Britain 
agreed to give to fishermen of the United States, in 
addition to the privileges accorded to them by the 
Convention of 1818, the additional liberty to— 


“take fish of every kind, except shell-fish, on the sea- 
coasts and shores and in the bays, harbours, and 
creeks of the Provinces of Quebec, Nova Scotia and 
New Brunswick, and the Colony of Prince Edward 
Island, and of the several islands thereunto adjacent 
without being restricted to any distance from the 
shore, with permission to land upon the said coasts, 
and shores, and islands, and also upon the Magdalen 
Islands, for the purpose of drying their nets, and 
curing their fish; provided that, in so doing, they do 
not interfere with rights of private property, or with 
British fishermen, in the peaceable use of any part of 
the said coasts in their occupancy for the same 
purpose.” 


The right of British fishermen to the salmon and 
shell fisheries, and to all other fisheries in the rivers 
and mouths of rivers, was expressly reserved. 
Similar rights were given by Article XIX to British 
subjects in American waters, and provision was 


1 Brief of N.B., pp. 65-69. 
2 Ex. 413. 
8 Ev. pp. 8753-54. 


See also Ey. pp. 8749-79. 
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made by Article XXXII for the extension of the 
Treaty to Newfoundland. In Article XXII pro- 
vision was made for the determination by arbitra- 
tion of the “amount of any compensation which, 
in their opinion, ought to be paid by the Govern- 
ment of the United States to the Government of 
Her Britannic Majesty in return for the privileges 
accorded to the citizens of the United States under 
Article XVIII,” having regard to the privileges 
accorded to British subjects by Articles XIX and 
XXI. Necessary legislation to implement the 
Treaty was passed not only by the British Parlia- 
ment and the American Congress, but also by the 
Parliament of Canada and by the Legislatures of 
Prince Edward Island and Newfoundland. The 
provisions of the Treaty dealing with fisheries 
became effective on Ist July, 1873 (except as applic- 
able to Newfoundland where they became effective 
on Ist June, 1874). 


The three commissioners appointed pursuant to 
the Treaty met in Halifax in the summer of 1877 
for the purpose of determining the compensation 
payable to Great Britain in accordance with the 
provisions of Article XXII. By a majority they 
awarded to Great Britain the sum of $5,500,000. 
After deducting costs and expenses Great Britain 
paid $1,000,000 to Newfoundland and the balance 
of $4,490,882.64 including interest, to Canada, and 
this sum was by Canada paid into the Consolidated 
Revenue Fund. 


Shortly after receipt by Canada of this amount 
representations were made by the Maritime Mem- 
bers of Parliament and the Governments of the 
three Maritime Provinces that Canada’s share in 
the award moneys should be paid to the fishermen 
or to the governments of the respective provinces, 
but the Dominion took the position that the moneys 
belonged to Canada to be disposed of as Parliament 
might determine. Pressure from the Maritime 
Provinces continued from 1879 to 1882 and late in 
the parliamentary session of the latter year pro- 
vision was made by Parliament4 for payment of 
bonuses amounting to $150,000 a year to fishermen 
and owners of fishing vessels. In 1891 the amount 


4 Statutes of Canada (1882), 45 Vict. c. 18. 


appropriated for bonuses was increased to $160,0005 
and that sum has been paid yearly since that date. 
The payments of bonuses up to and including the 
year 1936 totalled $8,708,283, of which New Bruns- 
wick fishermen have received $935,145.6 


Prince Edward Island, which was a separate 
eolony when the Treaty of Washington was signed, 
had become a province of Canada when the 
fisheries articles came into operation on July 1, 
1873. When the award was made Prince Edward 
Island claimed treatment similar to that accorded 
to Newfoundland. This was refused because during 
the period covered by the award Prince Edward 
Island was a province of Canada. 


Since 1882 no serious attempt has been made by 
the Maritime Provinces to assert a claim to the 
award moneys. It was stated by counsel for New 
Brunswick that such a claim had never before been 
made to a commission, and in particular that it 
had not been made to the Duncan and White 
Commissions,’ although at least the former of these 
commissions had ample power to deal with such a 
claim. The Province of New Brunswick alone 
among the Maritime Provinces advanced before us 
the claim that “the amount paid to Ottawa as a 
result of the Halifax Award does not properly belong 
to Ottawa but to those provinces whose shore 
fishing rights were involved in the Treaty of 
Washington”. It asked that “the net capital 
amount, with accrued interest, should be distrib- 
uted to the provinces directly concerned” and 
retained by them “as a trust to promote the 
interests of the fishermen”.8 It was suggested in 
evidence that the present value of New Bruns- 
wick’s claim was approximately $15,000,000.9 At 
a subsequent hearing in Ottawa an elaborate argu- 
ment on a new footing was made in support of 
this claim.19 It was argued that the provinces 
alone had legislative power to grant or withhold 
the liberty of drying nets and curing fish on the 
shore above high water mark, and, as the Treaty 
accorded these privileges to fishermen of the United 
States, New Brunswick should be compensated for 
this invasion of her rights. 

No question can arise as to the power of Great 
Britain to enter into the Treaty of Washington, 
or the power of the Imperial Parliament to imple- 
ment the Treaty. In addition to the Imperial 
legislation Canada, Prince Edward Island and New- 


5 Statutes of Canada (1891), 54-55 Vict. c. 42. 
6 Brief, p. 67. 
tT Ev. P 8765. 
: Brie PR. 67-68. 
8753-54. 
10 cpaklal ta mentary brief. 
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foundland were requested to pass, and actually 
enacted, the necessary legislation to implement the 
provisions of the Treaty within their respective 
jurisdictions. By the express terms of the Treaty 
(Article XXII) the amount of the award was to 
be paid to the “Government of Her Britannic 
Majesty ”. We think it is beyond question that the 
Imperial Government was free to use the amount 
of the award in its uncontrolled discretion, and in 
the exercise of that discretion it saw fit to pay 
$1,000,000 to Newfoundland and the balance to 
Canada, in both cases unconditionally, free from 
any trust or direction as to the uses to be made of 
the moneys. It was argued by counsel for New 
Brunswick11! that the moneys thus paid to the 
Dominion Government constituted a trust fund, but 
we are unable to find any evidence of the creation 
of a trust nor is it possible to discover who would 
be the beneficiaries of it. In the New Brunswick 
submission it is indeed not contended that the 
Province has a beneficial interest in the amount 
claimed, and it is difficult to understand upon what 
basis the Province can establish a right to be con- 
stituted the trustee of a fund held by someone else. 

It was suggested in argument that the Dominion’s 
right to retain the share of the award transmitted 
to it by the British Government could not be based 
upon any proprietary right of the Dominion in the 
fisheries as a decision of the Privy Council in 1898 
denied the existence of such a proprietary right.12 
It was argued further that the Dominion is not 
entitled to this money because of its responsibility 
for the regulation of fisheries, as this is a respon- 
sibility specifically imposed by the British North 
America Act for which the Dominion is not entitled 
to receive financial assistance.13 In view of the 
fact that the payment by Great Britain to Canada 
was made without conditions, it appears to us that 
it is not for the Dominion to establish its right to 
retain this fund, but rather it is for the Province 
which asserts a claim to establish its right to receive 
a portion of it. There has been great delay in 
asserting the claim by the Province of New Bruns- 
wick, but we are unwilling to dispose of it on the 
ground of lapse of time alone. 

In the submission at Fredericton the Province 
based its claim on the suggestion that its “shore 
fishing rights were involved in the Treaty of Wash- 
ington ”’.14 No precise explanation of this sugges- 
tion was given, but if it was intended to imply 


11 Ky. p. 8752. 

12 Et Orie -General of Canada v. Attorneys-General of Ontario, 
Quebec and es ig [1898], A.C. 700. 

18 Ev. pp. 

14 TaD ag 
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that there was a provincial power to regulate shore 
fishing rights, there is an obvious error as the 
regulation of fishing is under exclusive Dominion 
jurisdiction. It is probable that the suggestion 
refers to the use of the shore for fishing purposes, 
such as the right to dry nets and cure fish on the 
shore; this matter was discussed at great length 
at the supplementary hearing at Ottawa.15 It was 
argued that a portion of the award should be given 
to the provinces concerned because their jurisdic- 
tion to regulate the drying of nets and curing of 
fish on the shore had been invaded by the pro- 
visions of the Treaty. It appears that New Bruns- 
wick has never in fact sought to regulate these 
matters, and the Treaty did not, therefore, inter- 
fere with the operation of any existing provincial 
regulations. Moreover, it is extremely doubtful 
whether the rights to land on the shore for the 
purpose of drying nets and curing fish were at the 
time of the Treaty of any real value. The matter 
was mentioned in the brief filed by Great Britain 
before the Halifax Fisheries Commission but little 
evidence concerning it was given, and the subject 
was entirely ignored in the concluding argument 
of counsel for Great Britain. Counsel for the 
United States argued that the concession was of 
no value, and that the practice of using the shore 
for drying nets and curing fish “belonged to the 
primitive usages of a bygone generation ”’;16 these 
statements went unchallenged by opposing counsel. 
If these rights were of little value to the fishermen 
to whom they were granted, it follows that the 
damages done by the infringement of the provincial 
right to regulate must have been infinitesimal. 

We cannot find that, upon any of the grounds 
argued by the Province, any claim as of right 
against the Dominion has been established. In so 
far as the provincial claim is based upon a plea 
for justice and fair dealing we feel that the 
Dominion by its bounty system has compensated 


15 Supplementary brief. Ev. p. 10,153f. 

16 In concluding the argument for the United States, Hon. 
Dwight Foster referred to the matter as follows: “If it was proved 
that the fishermen of the United States did use privileges of 
this kind under the provisions of the Treaty of Washington, to 
a greater extent than before, I hardly think you would be 
able to find a current coin of the realm sufficiently small in which 
to estimate compensation for such a concession. But, in point 
of fact, the thing is not done; there is no evidence that it is 
done. On the contrary, the evidence is that this practice belonged 
to the primitive usages of a bygone generation. Seventy, sixty, 
perhaps fifty, years ago, when a little fishing vessel left Massa- 
chusetts Bay, it would sail to Newfoundland, and after catchin 
a few fish, the skipper would moor his craft near the shore, lan 
in a boat and dry the fish on the rocks; and when he had collected 
a fare of fish, and filled his vessel, he would either return back 
home, or, quite as frequently, would sail on a commercial voyage 
to some foreign country, where he would dispose of the fish 
and take in a return cargo. But nothing of that sort has 
happened within the memory of any living man. It is something 
wholly disused; of no value whatever.” Record of Proceedings 
of the Halifax Fisheries Commission, (1877), p. 216. 


those who suffered loss by the grant under the 
Treaty of fishing privileges to the American fisher- 
men, namely, the Canadian fishermen with whom 
the fishermen of the United States came into 
competition and, therefore, that the Province of 
New Brunswick has no claim in equity. Although 
there is nothing to show any direct connection 
between the fishing bonuses and the moneys 
received by the Dominion from the Halifax Award, 
the amount of the bonuses is approximately 
equivalent to interest on these moneys at a rate of 
slightly over 34 per cent. 


We are of the opinion that the Dominion, because 
of its jurisdiction to regulate fisheries, is in a posi- 
tion to administer these bonuses. Yet they have 
given rise to some dissatisfaction. A subsidiary 
argument was advanced by New Brunswick in 
which it was alleged that the distribution of the 
fishing bonus (which New Brunswick contends 
bears no connection with the Halifax Award) was 
inequitable as New Brunswick fishermen received 
only 10:7 per cent of the bonus although they 
produced 26:1 per cent of the fish products of the 
Maritime Provinces and Quebec.17 This is a claim 
that a Dominion statute, clearly within the com- 
petence of the Dominion Parliament, dividing a 
sum of money among fishermen in different prov- 
inces, gave New Brunswick fishermen too little and 
other fishermen too much. It is thus a claim based 
on the alleged unfairness of Dominion policy as 
between fishermen of different provinces, and as 
such is not within our terms of reference. 


CoMPENSATION FOR Excess Freight Ratss 
1912-1927 


The Province of New Brunswick addressed to us 
a claim for compensation for loss caused to the 
people of the Province by the excessive freight 
rates on the railways in the Maritime Provinces 
between 1912 and 1927.18 It was submitted by 
counsel on behalf of the Provincial Government 
that in this instance it was acting in the interests 
of shippers who had sustained loss, and that any 
moneys paid under the claim would be held in trust 
and distributed to the proper parties if they could 
be found.19 

The Duncan Commission29° found that freight 
rates after 1912, when they had been raised, were 
excessively high and that such rates placed upon 


17 Brief, P- 68. 
18 Brief of N.B., pp. 57-59. 
19 Ev. p. 8802. 


79x. 142. Report of the Royal Commission on Maritime 
Claims. 


the traffic a burden which was never intended it 
should bear. The Duncan Commission found that, 
owing to excessive mileage on the Intercolonial 
railway alleged to be due to military and strategic 
reasons, a 20 per cent differential from rates in 
Central Canada should be allowed on traffic which 
originated or terminated at Maritime points. The 
findings of that Commission as to freight rates 
were subsequently implemented by the Maritime 
Freight Rates Act?1 (1927) and the recommenda- 
tion that a 20 per cent differential should be 
allowed, the cost of which was to be borne by the 
Dominion, was put into effect. The Province of 
New Brunswick claimed that the preamble to the 
Maritime Freight Rates Act amounted to a parlia- 
mentary declaration that the rates charged for 
freight after 1912 were excessive and unwarranted.?2 


Elsewhere in this Report?3 we have discussed at 
some length the validity of the contention that a 
claim as of right lies against the federal authority 
on behalf of a province for compensation for the 
adverse effects of federal policies upon a province 
or its people. For the reasons there set forth we 
have reached the conclusion that such claims are 
inadmissible. The claim by the New Brunswick 
Government which we are now examining would 
seem to come within this category. The action 
complained of was taken by the Intercolonial Rail- 
way, an agent of the Dominion Government. 


21 Statutes of Canada (1926-27), 17 Geo. V. ¢. 44. 
22 Brief, p. 58. 
23 See Sect. F, Ch. I. 
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While it may be argued that the Duncan Com- 
mission found that freight rates after 1912 were 
higher than it was ever intended the traffic should 
bear, and that the preamble to the Maritime 
Freight Rates Act admits this finding, it cannot be 
said that any contractual obligation to maintain 
rates at the differential applicable before 1912 ever 
existed. Intentions with respect to freight rates 
in so far as they had been declared, were declared 
solely as a matter of public policy, and these 
declarations never assumed the character of a con- 
tract. We are unable to see how this claim of New 
Brunswick differs in any substantial way from 
claims for compensation for adverse effects of the 
customs tariff or of federal monetary policy which 
we have elsewhere held invalid. We, therefore, 
conclude that this claim of the Province of New 
Brunswick should not be allowed. 


Although we have denied both claims discussed 
in this chapter we wish to repeat what we have 
said previously, that claims of this sort whatever 
their merits have by and large indicated real fiscal 
need in the claimant province. This, we think, is 
particularly apropos of the claims discussed in this 
chapter. We have noted in our financial section 
that New Brunswick is in a difficult financial and 
economic position, and we have recommended 
changes in financial relations with the Dominion 
which take account of the Province’s real fiscal 
need. Thus, while we have disallowed the claims 
on their merits, we have not been blind to the 
condition of need under which the Province labours. 


Cuaprer VII 


PRINCE EDWARD ISLAND CLAIMS 


Two claims arising from the agreement of Con- 
federation were presented to us in our Prince 
Edward Island hearings. As we have already said 
several times in this section of our Report, claims 
of this sort have often been evidence of real fiscal 
need on the part of the claimant province, what- 
ever the merits of the claims themselves. In our 
general financial proposals we have attempted to 
assess the real fiscal needs of the Province and to 
take account of them in recommending new finan- 
cial arrangements between the Province and the 
Dominion. We have thus attempted in a direct 
and more complete way to meet the fiscal needs of 
the Province than could possibly be done by the old 
method of presenting claims against the Dominion. 
Having done this we think that the claims pre- 
sented by the Province should be examined on their 
merits in order that no outstanding grievance 
should remain unanswered and thus continue to 
trouble relations between the Province and the 
Dominion. 


Continuous COMMUNICATION WITH THE 
MAINLAND 


A claim was presented to the Commission at its 
hearings at Charlottetown by the Board of Trade! 
of that city concerning the alleged failure of the 
Dominion to implement its obligation to provide 
continuous communication between Prince Edward 
Island and the mainland. The difficulties of trans- 
portation from the Island were also stressed in the 
brief of the Transportation Commission of the 
Maritime Board of Trade.2 To both of these sub- 
missions the Government of Prince Edward Island 
gave its support and approval,? and, therefore, 
while this claim was not put forward expressly by 
the Provincial Government, we feel it is desirable 
to express our opinions concerning it. 

By the Order in Council of June 26, 1873, under 
which Prince Edward Island entered Confederation, 
it was provided that the Dominion should assume 
the cost of an “ Efficient Steam Service for the con- 
veyance of mails and passengers, to be established 
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and maintained between the Island and the main- 
land of the Dominion, Winter and Summer, thus 
placing the Island in continuous communication 
with the Intercolonial Railway and the railway 
system of the Dominion.” This provision has been 
the basis of a number of complaints by the Prov- 
ince against the Dominion. In the brief submitted 
to this Commission by the Charlottetown Board of 
Trade a complaint was made about the failure to 
provide connections with the afternoon train from 
Montreal during the winter months, although it 
was admitted that a ferry service each week-day 
was provided. Protest was also made because of 
the fact that the ferry service did not operate on 
Sundays. It was admitted, however, that these 
alleged deficiencies in service were in large measure 
made up by an airplane service operated by Cana- 
dian Airways Limited and subsidized by the Post 
Office Department. 

It may be noted that, in 1901, following com- 
plaints by the Island of the Dominion’s failure to 
provide continuous communication with the main- 
land, an additional annual subsidy of $30,000 per 
year was paid and accepted by the Island as com- 
pensation for deficiencies in communication service 
with the mainland between 1873 and 1888. The 
statute providing for this subsidy stipulated that 
“such allowance to be paid and accepted in full 
settlement of all claims of the said province against 
the Dominion of Canada on account of alleged non- 
fulfilment of the terms of union between the 
Dominion and the said province as respects the 
maintenance of efficient steam communication 
between the Island and the mainland.’4 This 
special subsidy of $30,000 is still being paid and 
any claim for deficiencies in communication must 
depend upon events subsequent to 1901. 


In the brief of the Transportation Commission of 
the Maritime Board of Trade it was suggested that 
the practicability of tunnel communication between 
the Island and the mainland should be taken into 
consideration. In evidence, however, the represen- 
tative of the Board of Trade who presented the 
brief admitted that the cost of such a tunnel would 
involve a large sum of money. Because of the 
enormous cost of such a project, we cannot think 


that a tunnel is a practical solution of the Island’s 
difficulties of communication, nor do we think that 
the Island is entitled to demand from the Dominion 
this type of continuous communication. 


A similar claim that the Dominion has failed to 
provide continuous communication with the Island 
was apparently made to the Duncan Commission, 
which recommended that the matter should be 
considered “from the point of view of placing at 
the disposal of the Island such satisfactory means 
of communication as will ensure as regular and 
complete a service as can reasonably be made ”.5 
Following this recommendation the ferry service ti 
Cape Tormentine was considerably improved and 
a daily air service between Charlottetown and 
Moncton was inaugurated. In addition to this 
there is the summer ferry service between Char- 
lottetown and Pictou for which we understand an 
improved service by Wood’s Island, providing 
especially for the carriage of motor vehicles, will 
be substituted beginning in 1940. 


Upon consideration of the whole matter we find 
that the Dominion has not failed, and is not failing, 
to discharge its obligations under the terms of 
union, and that there is no basis today for a claim 
by the Province on this ground. A reasonable ferry 
service has been provided and reasonable improve- 
ments have been instituted from time to time. 


CANCELLATION OF LAND PurcHASE LOAN 


The Province of Prince Edward Island asked® 
that we should recommend the cancellation by the 
Dominion of a loan of $782,402.33 provided for the 
Province at the time of its entry into Confedera- 
tion. This loan was made to allow the Province to 
settle a serious land question which, for many years 
before Confederation, had created unrest and 
difficulty in the Island. 


In 1767 most of the lands on the Island were 
distributed by lot to a number of persons in Great 
Britain who had real or imaginary claims against 
the Crown. These absentee landlords leased their 
holdings, often at high rentals, to tenants on the 
Island and in most cases refused to sell their hold- 
ings to those who were eager to buy and own the 
lands upon which they lived. From uxe facts dis- 
closed in evidence at our hearings in Charlottetown 
it is quite clear that this system of land tenure 
produced great discontent and unrest. A “ Tenant 


4 Statutes of Canada, (1901) 1 Ed. VII, ¢. 
5 Report of the Royal Commission on al critime Claims, 


pp. 27-28. 
6 Brief of P.E.I., pp. 63-54. 
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League” was formed and frequent riots took place.7 
The Government of the Island sought to assist the 
tenants in buying the lands held by absentee land- 
lords and at the time of entry into Confederation 
had succeeded in purchasing about three-fifths of 
such holdings. Some provision for assistance in 
completing this transaction was made a condition 
of the Island’s entry into the union, both in the 
discussions at the Quebec Conference and in the 
subsequent negotiations leading to the union in 
1873. The Order in Council admitting Prince 
Edward Island into the union dated 26th June, 
1873, contains the following clause:— 

“ That as the Government of Prince Edward Island 
holds no lands from the Crown, and consequently 
enjoys no revenue from that source for the construc- 
tion and maintenance of local works, the Dominion 
Government shall pay by half-yearly, instalments, in 
advance, to the Government of Prince Edward Island, 
forty-five thousand dollars per annum, less interest at 
five per centum per annum, upon any sum not exceed- 
ing eight hundred thousand dollars which the 
Dominion Government may advance to the Prince 
Edward Island Government for the purchase of lands 
now held by large proprietors.” 


Advances were made under this clause to the 
Island totalling $782,402.33 and interest on this 
sum amounting to $39,120.10 annually was deducted 
from the land subsidy payment to the Province. 
The advances were used to purchase the holdings 
of the absentee landlords, and these holdings were 
resold principally to tenants in occupation of the 
lands.8 It appears that the purchase payments 
received by the Provincial Government for a num- 
ber of years after 1873 did no more than provide the 
interest payments due by the Province on the loan 
from the Dominion, and in later years, as purchase 
payments were completed, the annual receipts of 
the Province dwindled to nothing. The advances 
from the Dominion were accordingly never repaid, 
and the Province, in effect, lost most of the $45,000 
subsidy in lieu of land. Had the lands been resold 
on terms which would have provided for reimburse- 
ment of the expenditure of the Province plus 
interest on deferred payments, it seems clear that 
the loan from the Dominion could have been repaid 
and the Province could then have received its full 
subsidy given in lieu of public lands. 


We do not think this is a matter on which any 
finding in favour of the Province based on legal 
grounds could now be made. An argument on the 
subject of the land purchases was addressed to both 


7 Ev. pp. 4416-20. 
8 Kv. p. 4551. 
® Ev. p. 4415. 
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the Duncan and White Commissions. The Duncan 
Commission in its report dealt with this claim as 
follows:— 

“The claim is, of course, a very belated one, but it 
is advanced, as we understand it, on very broad 
equitable grounds rather than upon strict contract. 
We think it must be looked at in the general financial 
revision or readjustment which we are suggesting for 
the Maritime Provinces.”1° 


The White Commission in its report stated 
that :— 


“As recommended by the Duncan Commission we 
have given this claim, described by the Duncan 
Commission as ‘ a very belated one’, due weight, bear- 
ing in mind, however, that the facts mentioned were 
partly taken into account by Parliament in 1912 
when on this and other grounds an additional annual 
subsidy of $100,000 was granted to Prince Edward 
Island.”11 


It is thus clear that any hardship suffered by the 
Province over its land transactions has been con- 


10 Report of Royal Commission on Maritime Claims (1926), 
p. 19, 

11 Report of Royal Commission on Financial Arrangements 
Between the Dominion and Maritime Provinces, (1935) p. 18. 


sidered and provided for in previous financial 
adjustments between the Dominion and the Prov- 
ince, and we can see no sound reason for reopening 
the matter. 

If, however, our general financial proposals are 
to be implemented, including the proposal that the 
Dominion should assume provincial debts, we feel 
that the Province should be relieved of this debt of 
$782,402.33 to the Dominion along with all other 
provincial debts. In such an event, the Province 
could be relieved of annual interest payments on 
this loan, and its subsidy would be subject to the 
recommendations which we have made as to adjust- 
ment payments from the Dominion to the Province 
of Prince Edward Island. Such a result would be 
substantially what the Province has asked in the 
particular claim now under examination, but it 
should be noted that the relief of the Province from 
the debt arising from its land purchases would not 
be based upon any obligation of the Dominion in 
respect of this particular debt (an obligation which 
we find does not exist), but would arise as part of 
a general scheme under which the Dominion would 
assume all provincial debts. 


SECTION G 
ABSTRACT OF THE LEADING RECOMMENDATIONS 
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SECTION G 


ABSTRACT OF THE LEADING RECOMMENDATIONS 


The Report which the Commission has prepared 
is the outcome of two-and-a-half years of carefully 
planned study. In the course of this period the 
Commission has held sessions in the capital of 
every province of Canada and at Ottawa. It has 
had the benefit of the collaboration of many of the 
provincial governments, of the evidence of federal 
and provincial civil servants, of representations 
made by a large number of organizations in every 
province of Canada. The Commission has given 
careful consideration to the requests and sugges- 
tions presented to it and has also, with the assist- 
ance of a very able research staff, instituted 
inquiries of its own into the financial, economic and 
social problems which came within the scope of its 
terms of reference. 


The conclusions which the Commission has 
reached are, therefore, not sudden inspirations but 
the result of careful deliberation. The Commis- 
sioners consider it both remarkable and significant 
that, on questions on which the most divergent 
views are widely and tenaciously held both by 
public men and by private citizens, they should 
have arrived at complete agreement. This agree- 
ment is not the result of compromise or of give 
and take but reflects a sincere unanimity of judg- 
ment on the great issues which confront the nation. 
Its significance is enhanced by the fact that the 
four Commissioners are men from different regions 
of Canada, men who differ widely in background 
and in training, as well as in general outlook; and 
it is also significant that the conclusions which 
they have reached are far from being the views 
which any one of them held at the outset of the 
inquiry. Whether or not the Report will be 
successful in presenting clearly and forcefully to 
others the considerations which have carried weight 
with the Commission, and in convincing others of 
the validity of the conclusions which the Commis- 
sioners have formed, the future alone can show. 
But in drawing attention to the changes which 
have taken place in their own views, in the light 
of the studies which have been made, the Com- 
missioners hope that they may predispose others 


to peruse both the Report and the research studies: 
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which accompany it before arriving at their final 
opinion as to the merits of the recommendations 
which the Commission has made. 

In the present summary the aim is to set out 
the principal recommendations embodied in the 
Report and to indicate briefly the reasons for them. 
At the heart of the problem lie the needs of 
Canadian citizens. These needs, whether material 
or cultural, can be satisfied only if all the provincial 
governments in Canada are in a position to supply 
those services which the citizen of today demands 
of them. The ability of provincial governments ,/ 
to meet the demands of their citizens depends in 
part on the constitutional powers which they enjoy, 
in part on their financial capacity to perform their 
recognized functions. The striking fact in the 
Commission’s study of Canadian conditions is that 
many provinces, whose financial position is not the” 
result of emergency conditions, are unable to find 
the money to enable them to meet the needs of 
their citizens. The basic problem before the Com- 
mission lies, therefore, in finding a way in which 
the financial position of the provinces could be 
improved and assured, without disastrous financial 
consequences to the Federal Government on whose 
efficient functioning all provinces are dependent. 
National unity and provincial autonomy must not 
be thought of as competitors for the citizen’s 
allegiance for, in Canada at least, they are but two 
facets of the same thing—a sane federal system. 
National unity must be based on_ provincial 
autonomy, and provincial autonomy cannot be 
assured unless a strong feeling of national unity 
exists throughout Canada. 


Some provincial governments explained to the 
Commission that they could pay their way, and 
perform their functions to their own complete 
satisfaction, if the Dominion were to assume this 
or that onerous service, or were to withdraw from 
this or that field of taxation, or were to increase 
their subsidies. But, on examination, it was found 
that a solution on these lines could not be general- 
ized and that, while it might meet the needs of one 
or more of the provinces, it would do so at the 
cost of impairing the Dominion’s finances, or of 
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prejudicing the position of other provinces. The 


Commissioners were, therefore, compelled to dismiss’ 


any such solution as inadequate. 

The Commission did, however, find one onerous 
function of government which cannot, under 
modern conditions, be equitably or efficiently 
performed on a regional or provincial basis. This 
function is the maintenance of those unemployed 
who are employable and of their dependents. In 
reaching this conclusion (which is amply supported 
by the Evidence and the research studies) the 
Commission merely confirmed conclusions which 
had been reached by earlier Commissions.1 So 
firmly is the Commission convinced of the validity 
of this conclusion that, even when it comes to 
consider the situation which will arise if its main 
recommendations are not implemented, it proceeds 
on the assumption that the relief of the unem- 
ployed who are able and willing to work will become 
a federal function. 

Another function closely analogous to that of 
relief for employables is that of assistance to a 
primary industry (e.g., agriculture) in the form of 
operating cost advances. When relief is on a small 
scale the responsibility can be borne without diffi- 
culty by the province. But in the event of wide- 
spread disaster with which a province is unable to 
cope without assistance from the Dominion, or in 
the event that the Dominion by such means as an 
exclusive marketing organization has already estab- 
lished effective control of the industry concerned, 
the Commission recommends that the Dominion 
should assume direct administrative and financial 
responsibility rather than render indirect assistance 
by way of advances to the provinces affected. 

The Commission’s treatment of these expensive 
functions of government may be contrasted with 
its treatment of another expensive function, namely 
the payment of non-contributory old age pensions. 
As the Federal Government is already paying as 
high a proportion of their cost as it can reason- 
ably pay without assuming control of the admin- 
istration of the pensions, and as the Commission 
was convinced that it is more satisfactory that the 
provinces should continue to administer non- 
contributory old age pensions, it could not recom- 
mend any further financial help to the provinces in 
this connection. But the Commission is of the 
opinion that if non-contributory old age pensions 
were to be superseded or supplemented by a con- 
tributory system the latter should, for various 
reasons, be under the control of the Dominion. 


1The National Employment Commission and La Commission 
des Assurances Sociales de Québec. 


There is, however, an important financial burden 
of which provincial governments can be relieved 
without any sacrifice of autonomy. This is the 
deadweight cost of their debt service. The burden 
taken up by the Dominion, if it were to assume this 
deadweight cost, would be less than the burden 
of which the provinces were relieved because, as 
maturities occurred, the debts could be refunded 
more advantageously by the Dominion than by the 
provinces. To this extent a saving would accrue 
to Canadian taxpayers. The Commission has, 
therefore, recommended that the Dominion should 
assume all provincial debts (both direct debts and 
debts guaranteed by the provinces) and that each 
province should pay over to the Dominion an 
annual sum equal to the interest which it now 
receives from its investments. The reason for this 
proviso is that it would not be expedient that the 
Dominion should take over liability for a debt 
which represented a self-liquidating investment 
retained by a province. Conditions governing 
future provincial borrowing are outlined in detail 
in the Report. 

In the case of one province this recommendation 
as to debt requires an important modification. The 
provincial debt of the Province of Quebec is low in 
comparison with the per capita debt of other 
provinces, and is an unusually low fraction of the 
combined municipal and provincial debt of the 
Province. To meet this situation, which has arisen 
through the policy of this Province in imposing 
on municipalities onerous functions which are 
performed elsewhere by provincial governments, the 
Commission has recommended that the Dominion 
should take over 40 per cent of the combined 
provincial and municipal net debt service in Quebec. 


If the provinces are relieved, in accordance with 


| this recommendation, of the deadweight burden of 


their debt, it is not unreasonable that they should 
surrender to the Dominion the subsidies, whatever 
their character, which they now receive. Prince 
Edward Island alone would give up subsidies more 
than equivalent to the deadweight cost of its debt, 
and, as will be seen, this apparent loss will be 
more than made up in other ways. The abolition 
of the provincial subsidies will be in itself no 
inconsiderable reform, for their history (which is 
fully examined in the Commission’s research 
studies) is long and tortuous. The subsidies have 
been based on no clear principles and it has been 
impossible to say whether or not different prov- 
inces have received equal treatment. Specious 
reasons have often been advanced, and not infre- 
quently accepted, in support of readjustments in 


order to avoid the full implications of genuine 
reasons, and negotiations between the Dominion 
and the provinces have lacked the candour which 
is desirable in a democracy. 

Up to this point the Commission’s proposals, 
enormously beneficial as they would be to the 
provinces, would be very onerous to the Dominion. 
The Commission had, therefore, to consider how 
to provide the Dominion with sources of revenue 
which would enable it to carry its new burdens. 
This inquiry (as will be seen) was combined with 
the consideration of efficiency and equity in taxa- 
tion specifically entrusted to the Commission. 
There could be no question of increasing the legal 
taxing powers of the Dominion since these are 
already unlimited. But the provinces, in return 
for the benefits which they would receive, and for 
further payments which the Commission finds it 
necessary to recommend, should be prepared to 
renounce some of the taxes which they employ (or 
are entitled to employ) at present. The Dominion, 
for its part, should be able and willing to refrain 
from competing with the provinces in respect of 
sources of revenue left to them and should leave 
the provinces free to collect these revenues in 
whatever way appears to them most efficient even 
if the method of indirect taxation should be 
involved. 


Just as the assumption of provincial debts by 
the Dominion will lead to savings in interest from 
which taxpayers will benefit, so there are several 
taxes from which, if they are under unified control, 
as great a revenue can be obtained as at present 
with less hardship to the taxpayer. What is more 
important, a reorganization of these taxes, of a 
character which is possible only if they are under 
unified control, can remove many hindrances which 
in the recent past have been detrimental to the 
expansion of the national income (i.e., to the sum 
total of the incomes of all citizens of Canada). As 
this income expands, as the result of what may be 
fairly termed greater efficiency in taxation, the 
same revenue as at present can be obtained by 
taxes imposed at lower rates than those of today. 

The first of the taxes which the Commission 
recommends that the provinces should renounce 
is the tax on personal incomes. Not all provinces 
impose this tax. Those which get most revenue 
from it are often taxing incomes which other prov- 
inces think that they should have a share in taxing, 
because they are in part at least earned in them 
although they are received in those provinces in 
which investors live, or in which large corporations 
have their head offices. Nor is this all. The general 
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equity of the whole Canadian tax system—and the 
Commission has been instructed to concern itself 
with equity as well as with efficiency in taxation— 
requires that the tax on personal incomes, which is 
one of the very few taxes capable of any desired 
graduation, should be used to supplement other 
taxes and should be uniform throughout Canada. 
The second form of taxation which the Commis- 
sion recommends that the provinces should forgo 
includes those taxes imposed on corporations which 
individuals or partnerships, carrying on the same 
business as the corporation, would not be required 
to pay, and taxes on those businesses which only 
corporations engage in. ‘They include, therefore, 
the tax on the net income of corporations and a 
multitude of taxes devised to raise revenue from 
particular classes of corporations which a province 
cannot conveniently subject to a tax on net income. 
They do not include bona fide licence fees, the 
power to impose which would remain with the 
province. These provincial corporation taxes are 
peculiarly vexatious to those who pay them and 
particularly detrimental to the expansion of the 
national income. The cost of tax compliance is 
high. The tax is often payable by a corporation 
which has no net income. The tax is very likely 
to be a tax on costs rather than on profits. These 
taxes are also a frequent source of interprovincial 
jealousy. Great benefits may be expected if they 
are swept away and the equivalent revenue raised 
by federal taxes chiefly on corporate net income. 


To ask the provinces to give up the entire 
revenue which they now derive from taxing 
corporations would, however, intensify a grievance 
of which the Commission received complaint in 
more than one province; for the Dominion would 
recelve a tax on income which was in part derived 
from the depletion of irreplaceable natural wealth. 
It is clearly desirable that revenue of this char- 
acter should be used for developmental work which 
will compensate for the damage which has been 
done to the resources of a province. The Commis- 
sion has, therefore, recommended that the Dominion 
should pay over to the province concerned 10 per 
cent of the corporate income derived from the 
exploitation of the mineral wealth of the province. 
When what is required is the conservation of 
natural resources by maintaining their productivity, 
rather than compensation for depletion by new 
investment, the provinces are in a position to use 
their own taxing power. 

The third tax which the Commission recommends 
that the provinces should forgo consists of various 
forms of succession duty. These differ from the 
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income taxes in that they have not hitherto been 
used by the Dominion: but they are taxes to which 
the Dominion might at any time be compelled to 
resort. The use made of them by the provinces 
has given rise to bitter complaint because the 
provinces have not made equitable arrangements 
with one another so as to tax each item in an estate 
in one province only. The differences in rates 
between provinces, and the dangers of double 
taxation, seriously distort investment in Canada. 
The potential competition between provinces desir- 
ous of attracting wealthy residents has made it 
impossible to use these delicate instruments of 
taxation as a means for giving effect to social 
policies. Many provinces feel aggrieved because 
estates which have been built up by investment 
throughout the whole of Canada are taxed, not for 
national purposes, but for the benefit of strategically 
situated provinces. 


If the Commission’s recommendations stopped at 
this point, they would, instead of being enormously 
beneficial to the provinces, leave some of them in 
a parlous financial position. After the provinces 
had, on the one hand, been relieved of the cost of 
unemployment relief and of the deadweight burden 
of their debt, and had, on the other hand, given 
up their right to impose personal income taxes, 
corporation taxes and succession duties, they would 
find themselves with far less variable expenditures 
than in the past and with less variable revenues. 
It is, therefore, possible to form an idea of the size 
of the probable surplus or deficit of each province. 
There is a purpose in making this calculation for, 
if a province were left with a prospective annual 
deficit, it would not be able to provide for the 
reasonable needs of its citizens unless it were able, 
without causing hardship, to increase the revenue 
which it derived from the sources remaining at its 
disposal, or to reduce its expenditures while still 
providing services equivalent to those provided by 
other provinces. 


At this point there must be a refinement in the 
calculations. What is significant for the purposes 
of the Commission is the size of the surplus or 
deficit which would exist in a province if it were 
to provide the normal Canadian standard of 
services and impose taxation of normal severity. 
It is not the services which each province is at 
present providing, but the average Canadian 
standard of services, that a province must be put 
in a position to finance. It is not the revenue 
which its taxes yield at their present level which 
matters, but the revenue which it would derive 
from them if its people were as heavily taxed as 


Canadians in general. Just as in the case of debt 
it is necessary to take account of the fact that 
some provinces are more accustomed than others 
to provide services for their people through muni- 
cipalities or other agencies instead of directly. The 
Commission has, therefore, attempted to compute, 
province by province, what the cost would be if 
the province and its municipalities taken together 
were to provide services on the Canadian standard. 
Adjustments have been made for the cost of the 
developmental services appropriate to the prov- 
ince, and for the weight of taxation in the province. 
The result has been that the Commission has been 
able to make a recommendation as to the amount, 
if any, which each individual province should 
receive from the Dominion annually to enable it to 
provide normal Canadian services with no more 
than normal Canadian taxation. The calculations 
involved were not easy and presented peculiar 
difficulties in Quebec because of the extent to which 
educational and social services in that Province are 
provided, not out of taxation, but by the Church. 
But the calculations have been made and the 
Commission recommends that each province found 
to be in need of such a payment should receive 
it by way of an annual National Adjustment Grant 
from the Dominion. This grant as originally fixed 
would be irreducible. The Commission recom- 
mends, however, that National Adjustment Grants 
should be re-appraised every five years. For special 
emergencies, which might arise in respect of any 
province (and which exist in one province today), 
special provision should be made, as it would be 
undesirable either to fix an annual grant in 
perpetuity on the basis of conditions that are 
transitory, or to fail to provide for serious emer- 
gencies. The Commission believes that these 
provisions will permit of the necessary elasticity 
in the financial relations between the provinces and 
the Dominion which has been lacking in the old 
subsidy system. 


In order to assure all provinces of fair and equal 
treatment in the matter of grants, and in order to 
assure the general taxpayer that any new or 
increased grant is justified on the basis of the 
comparative need of the province concerned, it will 
be essential that all requests from the provinces 
with respect to grants should be examined as 
scientifically and objectively as possible. The 
Commission, therefore, recommends the establish- 
ment of a small permanent commission (which 
may be called the Finance Commission), assisted 
by an adequate technical staff, to advise upon all 
requests for new or increased grants, and to 
re-appraise the system of grants every five years. 


The recommendations which have been described 
would, if implemented, safeguard the autonomy of 
every province by ensuring to it the revenue 
necessary to provide services in accordance with 
the Canadian standard. Every provincial govern- 
ment (including those whose position will be so 
good as to make adjustment grants unnecessary) 
would be placed in a better financial position than 
it is in today. And the financial position of every 
province would be immeasurably more secure than 
it is today. The Commission looks on this as its 
primary achievement. It is convinced that this 
fundamental problem must be faced and it has not 
been able to discover any alternative way in which 
it could be solved. The recommendations which 
the Commission has made must be judged as a 
whole. They cannot with fairness either to the 
provinces or to the Dominion be considered in 
isolation for any one of them taken alone might 
produce grotesque results. 

At what cost, it may be asked, will the prov- 
inces have secured these advantages? ‘There will 
be a certain cost to the Dominion and, therefore, 
to the Dominion’s taxpayers. The taxes forgone 
by the provinces, if replaced by Dominion taxes 
of equal yield, would not provide all the money 
which the Dominion will probably be called on 
to pay under the Plan. It is necessary to say 
“probably” because the Dominion, unlike the prov- 
inces, will be left with highly variable expenditures 
(e.g., those on unemployment relief) and variable 
revenues. The long-run effects of the proposed 
arrangements should, as has been explained, be to 
increase employment and to increase the national 
income and, therefore, the national revenue. But 
the expectation of the Commission is that the 
Dominion, in the first instance, will have to increase 
taxes somewhat. Even without increasing tax rates 
it will obviously increase the taxes payable by 
citizens of those provinces which have no personal 
income tax today. It is hardly necessary to add 
that, in view of the end to be attained, the price 
seems low. 

There will, of course, be adjustments. At every 
stage of the Commission’s inquiry it has 
endeavoured to frame recommendations which, if 
implemented, will avoid the minor hardships or 
inequities that might result if the measures which 
have, perforce, been somewhat crudely described 
in this summary, were crudely applied. One or 
two examples will be given here. Others will be 
found in the Report itself. But the whole spirit 
of the Report would suggest that analogous adjust- 
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ments should be made, even if the Commission has 
not thought of them and, therefore, has not 
mentioned them. 

If the administration of a service or the collection 
of a tax is transferred from one government to 
another it is desirable that those who have admin- 
istered the service or collected the tax in the past 
should continue to do so in the future and that 
their skill and experience should not be lost to the 
nation nor their personal expectation of continuous 
employment disappointed. The Commission has, 
therefore, recommended that the Dominion, if it 
takes over a provincial function, should continue 
the employment of those previously employed by 
the provincial government concerned. This recom- 
mendation is particularly important when questions 
of language are involved. 

If a tax now levied by one government is to be 
replaced by a tax levied by another the new tax 
should be adjusted to the circumstances of the 
people on whom it is to be imposed, and advantage 
should be taken of the opportunity to design the 
new tax as equitably as possible. Thus, if the 
Dominion collects succession duties, it is important 
that the administration for their collection should 
be decentralized and that small estates should be 
rapidly cleared without correspondence having to 
go through Ottawa. And the taxation scales should 
be arranged so as to tax an estate more lightly 
when it is divided among many children. 

If legislative powers (e.g., in relation to unem- 
ployment insurance) are to be conferred on the 
Dominion in addition to those which it now enjoys, 
it is important that they should be strictly defined 
so as to avoid the danger of their being extended 
by interpretation in unexpected ways which might 
interfere with the civil code in Quebec, or with the 
corresponding interests of other provinces. 

This brief summary would lose its way among 
details were it to attempt to enumerate the recom- 
mendations—some of them important recommenda- 
tions—which the Commission has felt bound to 
make in its Report. What has been said should 
indicate the structure of the Dominion-provincial 
financial relations which would, in the opinion of 
the Commission, characterize a healthy federal 
system in Canada. Before passing on to mention 
a few of the subsidiary recommendations, it may be 
worth while to point out that the Commission’s 
financial proposals are, in terms of the economic 
life of 1939, very similar to what the provisions of 
the British North America Act were in terms of 
the economic life of 1867. 
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In the first place the Dominion assumed pro- 
vincial debts in 1867, as it would do today were 
effect to be given to the Commission’s recom- 
mendations. In the second place the Dominion 
was expected to exercise in 1867 the chief taxing 
power of that time (customs and excise) as, under 
the Commission’s proposals, it is expected to 
exercise other chief taxing powers of today (the 
personal income tax, corporation taxes and succes- 
sion duties). In the third place the Dominion 
was to pay subsidies in 1867 to enable the prov- 
inces to perform the functions entrusted to them 
without having to resort to oppressive taxation. 
Under the Commission’s proposals the Dominion 
would pay National Adjustment Grants for 
precisely the same purpose. It is true that a 
different measure of the amount to be paid to 
each province would be adopted now than that 
which was then considered appropriate. But this 
difference is more apparent than real, for it arises 
from the inequalities of wealth which have 
developed as between the provinces. Equal per 
capita subsidies did conform in some rough 
approximation to the fiscal needs of 1867. They 
would not do so today. The Commission hopes 
that the methods which it has employed for calcu- 
lating the appropriate adjustment grants will be 
able to accomplish what the per capita formula was 
intended to achieve in 1867, for, though the means 
have changed, the end remains the same, namely 
the maintenance of provincial governments which 
can provide the necessary services for their people. 


It will be noted that, in the recommendations 
which have been summarized, nothing has been 
said of one of the major problems of Canadian 
governmental finance—the problem of municipal 
finance and of the burdens which have been placed 
on real estate. On this subject the Commission 
received numerous representations and was made 
fully aware of the seriousness of the situation. But 
the Commission was in a peculiar position, in so 
far as the municipalities were concerned, for they 
are the creatures of the provinces in which they 
are situated and their financial powers and duties 
are such as the province chooses to confer on them. 
The financial plan which has been described has 
taken account of municipal expenditures and taxa- 
tion as part of the provincial picture and it will, 
if it is implemented, have very important indirect 
effects on municipal finance. It will relieve the 
municipalities of their share in providing relief for 
employables and their dependents. It will put 
every provincial government in a better position 
than it is in today for extending such aid as it 


may think fit to its municipalities, whether by 
relieving them of the cost of services which they 
now perform, or by contributing financially to the 
cost of these services. In the case of the Province 
of Quebec, as has been explained, the Dominion 
would assume a portion of the municipal debt. 
In every province the way would be cleared for 
dealing (if the province so desires) with municipal 
debts generally in the same sort of way that the 
Commission has recommended should be adopted 
for provincial debts. Such a step would, in turn, 
facilitate much needed reforms in the structure of 
municipalities, particularly in the great metropolitan 
areas. But the future of the municipalities lies in 
the hands of the provinces. 


One or two illustrations must suffice to show that 
other matters have come under consideration which 
are not closely related to the main financial ques- 
tions. The Commission did not consider that it 
lay within its terms of reference to deal with the 
desirability, or undesirability, of the Dominion 
having power to implement its treaty obligations 
(otherwise than under section 132 of the British 
North America Act), if implementation would 
require legislation on topics within the exclusive 
jurisdiction of the provinces. But the Commission 
did consider that it could recommend that the 
Dominion should have power to implement con- 
ventions of the International Labour Organization. 
These partake of the character of international 
legislation. Many of the parties to them are 
countries with civil codes not dissimilar to that of 
Quebec; others are countries with English common 
law. Some are Catholic: others Protestant. In 
these circumstances it seemed that the rights of 
particular provinces were adequately protected 
against any encroachment of the federal power. 
And if international normative legislation of this 
character is desirable it is through the Dominion 
Government that Canada must become a party 
to, it. 

In respect to marketing legislation great difficulty 
has been experienced in framing Dominion and 
provincial legislation which will cover the whole 
field, even when the wishes of Dominion and 
provinces are identical The Commission has 
sought to remedy this situation by recommending 
that the Dominion and the provinces should have 
concurrent legislative powers to deal with the 
marketing of a named list of natural products to 
which additions may be made from time to time 
by common consent. 

Nor is this the only instance in which it has 
seemed appropriate that a power of delegation 


should form part of Canadian federal relations. 
The Commission has recommended that this power 
should be quite general and that the Dominion 
should be able to delegate any of its legislative 
powers to a province, and that a province should 
be able to delegate any of its legislative powers 
to the Dominion. Delegation should provide a 
convenient means of dealing with specific ques- 
tions as they may arise from time to time without 
limiting in advance the power of either the 
Dominion or the provinces. In some instances one 
or more of the provinces might be prepared to 
delegate powers to the Dominion while other 
provinces were unwilling, and in such cases the 
advantages of a power of delegation over consti- 
tutional amendment would lie in flexibility. 

The Commission has come to consider the 
transportation problem of Canada one of the 
problems which cannot be solved without close 
collaboration between the Dominion and the prov- 
inces. It realizes, however, that its own technical 
competence is slight in this field and has, therefore, 
confined itself to discussing the issues which will 
have to be faced, in the hope of doing something 
to clarify the problem of jurisdiction. It points 
out, however, the great advantage which might be 
derived from a Transport Planning Commission 
which would be concerned both with planning 
transportation developments in a broad way, and 
with facilitating the co-operation between the 
Dominion and the provinces in transportation 
matters which is necessary for the taxpayer. 


While the Commission believes that new govern- 
mental machinery should be kept at a minimum, 
it nevertheless considers that special provision 
should be made to facilitate co-operation between 
the Dominion and the provinces. In an earlier 
day, when the functions of government were 
relatively few and administrative organization 
relatively simple, it may have been possible for 
Dominion and provincial governments to operate 
largely in watertight compartments. But with the 
great expansion of governmental functions, and the 
growing complexity of administration, it is no 
longer possible to do this without serious loss of 
efficiency and economy in government. Co-opera- 
tion between the autonomous governments of the 
federal system has today become imperative. The 
Commission recommends as the principal means to 
this end that Dominion-Provincial Conferences, 
which have hitherto met at infrequent intervals, 
should now be regularized, and provision made for 
frequent meetings, say every year. It urges further 
that the Conference should be provided with an 
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adequate and permanent secretariat for the purpose 
of serving the Conference directly, and of facilitat- 
ing co-operation between the Dominion and the 
provinces in general. 

The special claims advanced by certain govern- 
ments have been considered in detail in the body of 
the Report. Although these claims will have little 
financial importance if the Commission’s main 
financial proposals are implemented, it was deemed 
advisable to examine them on their merits and to 
report upon them in view of the desirability of 
clearing up old grievances in any general settle- 
ment between the provinces and the Dominion. 

Many complaints about the working of the federal 
system were also presented to the Commission by 
private organizations. The Commission viewed 
such complaints as important evidence, but in many 
eases their subject matter fell outside its terms of 
reference. TOM vel eye a 

In conclusion of this summary it remains to add 
that the decisions underlying the recommendations 
contained in the Report were reached before the 
outbreak of War. The Commission decided, after 
deliberation, to complete the Report exactly as it 
would have been completed had War not been 
declared. Although it is true that the War is 
certain to produce great changes in the structure 
of the Canadian economy, it is equally true that 
the nature and extent of these changes, dependent 
as they are on the length and intensity of the 
struggle, cannot be predicted at the present time. 
The basic recommendations of the Commission 
concerning the re-allocation of the functions of 
government and the financial relations of the 
Dominion and the provinces were framed with the 
possibility of emergencies in mind and are, it is 
hoped, sufficiently flexible to be adjusted to any 
situation which the War may produce. 

Of the subsidiary recommendations many are 
concerned with matters not in the least likely to 
be affected by the strains and stresses of War, 
while some may require modification in the light 
of events. The need for some action designed to 
enable the people of Canada to throw their whole 
weight into any great national effort, such as the 
struggle to which they have committed themselves, 
and at the same time to ensure the smooth working 
of the social and educational services on which the 
welfare of the mass of the people depends, is far 
greater and far more urgent in time of War and of 
post-War reorganization than it is in time of peace. 
And it is precisely to these two main objectives 
that the chief recommendations of the Commission 
have been directed. 
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It has been the aim of the Commission to frame 
proposals which will, if implemented, place juris- 
diction over the social services in the hands of 
the governments most likely to design and admin- 
ister them, not merely with the greatest economy 
and the greatest technical efficiency, but with the 
regard for the social, cultural and religious outlook 
of the various regions of Canada, which is essential 
to genuine human welfare. The financial proposals 
have been designed to enable every province of 
Canada to rely on having sufficient revenue at its 
command in war-time as in peace-time, in years of 
adversity as in years of prosperity, to carry out 
the important functions entrusted to it. They 
are also designed to produce this result while 
leaving the fiscal powers of the Dominion as wide 
in fact as they have always been in law, so that it 
may direct the wealth of the nation as the national 
interest may require. If some such adjustment of 
Canadian economic life appeared sufficiently urgent 
to lead to the appointment of the Commission in 
time of peace, how much more urgent is it in time 
of war? How much more urgent will it be in the 
critical transition from war to peace again? 


Alex. Skelton, 
Secretary. 


Adjutor Savard, 
French Secretary. 


The Report must face the verdict of public 
opinion and opinion is not the same in war as in 
peace. The Report was prepared with peace-time 
opinion in mind. But it is the hope of the 
Commission that the gravity of the hour will 
dispose people in all regions of Canada to take 
serious thought of their country’s welfare and to 
look at the broad lines of the recommendations, 
keeping matters of detail in rational perspective. 
For the Report, while taking account of possibility 
of war as of any other emergency, was framed with 
a view to a future which will, it is hoped, be in 
the main one of peace, and it is on its merits with 
respect to this supposedly peaceful future that the 
Report must stand or fall. The Commission does 
not consider that its proposals are either central- 
izing or decentralizing in their combined effect but 
believes that they will conduce to the sane balance 
between these two tendencies which is the essence 
of a genuine federal system and, therefore, the 
basis on which Canadian national unity can most 
securely rest. 


Chairman, 
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Fisheries educational purposes, for, 51, 52 

administrative difficulties, 58 health services of provinces, for, 44 

bonuses to fishermen by Dominion, 260, 261, 262 highway grants in United States, 211 

concurrent jurisdiction suggested, 59 ' National Adjustment Grants, see Financial Recommendations 
decentralization of Dominion administration, 58, 59 old age pensions, for, 32 

cai deen Uc 59 provincial social services, for, 44 


Pree ee public works, 28 
jurisdiction over, 58 relief iwerke) 28 


non-tidal fisheries, regulation of, 58, 59 
relief for fishermen in distress, 29, 30 
several problems in different provinces, 59 


unemployment relief, 21, 22 
universities, for, 52 
venereal disease control, 16, 17, 34 


Freedom of Internal Trade, see Interprovincial Trade 
Great Britain 


corporation income taxation, 113 
income tax progressivity, 157 
income taxes, rates of, 111 
succession duty progressivity, 157 
transportation problems, 209, 210 


Freight Rates, see also Transportation 

“agreed rate” arrangements, 206 

Alberta submissions, 190, 191, 194, 196 

analysis of present and past rates, 197 

Board of Transport Commissioners, judgments and rulings, 195 
powers of, 189, 195, 196 


proposal to enlarge powers, 198 Halifax Award, see New Brunswick 
rate-making, powers as to, 195, 196 
British Columbia submissions, 191, 194, 196 Health Insurance, see also Public Health, Workmen’s 
Compensation 


competition by other transportation systems, 195, 196, 200ff 
Crow’s Nest Pass Agreement, 189, 257, 258 collection of premiums, 42 

Duncan Commission, findings of, 190, 198, 254 contributory old age pensions compared, 42 
equalization of rates, 193, 197, 206 co-ordination with other public health services, 42 
export and domestic rates, 196 delegation of powers as to, 43 

General Freight Rates Inquiry (1925-27), 192, 193 difficulties in provincial schemes, 43 


general investigation suggested, 199, 219 income or wage levy for, 42 
grain rates to Maritime ports, 257, 258 provincial jurisdiction recommended, 42, 43 


highway competition, see Transportation sickness benefits under unemployment insurance, 40 
Intercolonial Railway rates, 254, 255 recommendations of Commission, 42, 43 


Maritime Board of Trade brief, 190, 206 unemployment insurance compared, 42 
Maritime Freight Rates Act, 190, 198, 197, 206, 231 Health Probleme,| see Public Health 
Maritime Provinces’ submissions, 190, 193 

New Brunswick claim for 1912-27 period, 262, 263 Highways, see also Transportation 

Ontario submissions, 190, 191, 192 adjustment grants include needs for, 125 

order in council of June 5, 1925, 189, 190 automobile, influence of the, 143 

parliamentary power to limit rates, 189 British Columbia highway costs, 236, 237 
present situation as to rate-making, 189, 195ff competition with railways, see Transportation 
rates based on what traffic will bear, 195, 204, 205 declaration for general advantage of Canada, 201, 217 
regional differentials, reduction of, 197 demand for improved highways, 216 
representations to Commission, 190ff financial recommendations, effect of, 129 
Saskatchewan submissions, 190 historical development, 143 

special rates for assistance to an industry, 223 jurisdiction over, 201 

trade through Maritime ports, see Maritime Provinces Manitoba, reduction in expenditures in, 99 
trend toward downward rate equalization, 1938, 197, 206 motor vehicles, increases in number of, 204 
truck competition as affecting, 190, 193, 200f municipal expenditures, 143 

water competition, effects of, 195, 196 New Brunswick, recent expenditures in, 91 
wheat rates, whether profitable or not, 192, 193 Nova Scotia, recent expenditures in, 90 


Prince Edward Island, recent expenditures in, 87 
provincial control over highway users, 217 
Fundamental Rights provincial highway construction, 143, 204 
protection of, submissions as to, 224 Quebec, recent expenditures in, 93 

relevance to inquiry of Commission, 225 taxation of motor carriers, 218 


French, see Language 


Hospitalization, see Public Health 
Hours of Labour, see Labour Legislation 


Housing 

beginnings of governmental assistance in, 16 
real property taxation, restrictions from, 145 
tax exemptions, effects of, 156, 157 


Income, see National Income 


Income Taxes, see also Collection of Taxes, Corporation 
Taxes, Exemptions from Taxation, Taxation, Tax 
Compliance 

advantages of income taxation, 111 

capital gains taxes, 160 

collection by single authority suggested, 177 

comparative rates of income taxes, 111 

concentration of incomes in certain areas, 77 

difficulties of divided jurisdiction, 111, 112 

efficiency of, 151 

exemptions, 158, 159, 160, 161 

functions of proper income taxation, 112 

graduation of rates discussed, 153, 154 

improvements in system under Plan I, 152 

inequities in present taxes, 158 

insurance premiums, exemption for, 158 

international aspects of income taxation, 112, 159 

life insurance premiums, 158 

Manitoba special 2 per cent tax, 98 

nature of personal income taxes, 111 

New Brunswick municipal taxes, 92 

non-residents’ investments, 159 

Nova Scotia municipal tax revenues, 90 

possible developments of present taxes, 108 

priorities of competing jurisdictions, 158 

progressive and regressive features, 157 

proportions of income taken by provincial taxes, 158 

provincial claims based on Dominion policy, 230 

provincial protests against Dominion encroachment, 63 

recommendations as to jurisdiction, 112, 271 

royalties, 159 

uniformity arising under Plan I, 108 

unsuitability of provincial jurisdiction, 111 


Incorporation of Companies, see Companies 


Indians 

Dominion responsibility for social services to, 15 
health services for, 35, 178 

prosecution for offences by, 182 

tuberculosis control, 35 


Indigency, see Poor Relief 
Industrial Disputes, see Labour Legislation 
Inheritance Taxes, see Succession Duties 


Insurance, see also Companies, Health Insurance, Old Age 
Pensions, Unemployment Insurance 

advantages of Dominion supervision, 62 

agents, licensing of, 61 

Association of Insurance Superintendents, 61 

clarification of jurisdiction recommended, 60, 62 

constitutional disputes, basis for, 60 

contracts, regulation of, 60, 61 


Insurance—C oncluded 

financial supervision of companies, 61 

health insurance, see Health Insurance 
history of insurance legislation, 59, 60 

income tax exemptions, 158 

Interprovincial Conference (1926), discussed at, 69 
licences to do business, 61 

licensing of agents, brokers and adjusters, 61 
Nova Scotia, regulation in, 61 

Nova Scotia, system of regulation in, 61 

old age insurance, see Old Age Pensions 
overlapping and duplication, 61, 62 

present constitutional jurisdiction, 59 
provincial companies with local operations, 61 
provincial power to regulate contracts, 60, 61 
returns by companies, 61 

social insurance, see Social Services 
statistical returns, duplication of, 61 
succession duties on insurance proceeds, 117 
summary of recommendations, 62 

uncertainty as to Dominion powers, 60 
unemployment insurance, see Unemployment Insurance 


Intercolonial Railway, see Transportation 
Interest, see Public Debt 
International Labour Conventions, see Labour Legislation 


Interprovincial Trade 
barriers to, arising during depression, 78 
comparison with United States, 64 
constitutional safe-guards discussed, 65 
disallowance power as safe-guard for, 65 
discriminatory taxes favouring local products, 63 
Dominion power to curb abuses discussed, 65 
Dominion-Provincial Conferences, discussions at, 65, 70 
“dumping” arising from provincial price control, 63, 64 
examples of regional protectionism, 63 
exclusive Dominion power to impose tariffs, 62 
exemptions from taxation, effect of, 63 
expedients to create provincial trade barriers, 62 
licensing and grading restrictions, 63 
losses arising from trade barriers, 64 
marketing legislation, barriers created by, 55 
means of avoiding interprovincial discrimination, 65, 66 
minimum wage laws, effect of differences in, 46 
municipal regulations as trade barriers, 66, 67 
national income curtailed by trade barriers, 64 
obstacles to freedom of internal trade, 62 
prevention of interference with, 62ff 
price control by provinces, 63 
principles applicable to, 67 
provincial tariffs, see infra, regional tariffs 
regional tariffs 

losses arising from, 64 

New Brunswick’s suggestion of, 63 

protests received by Commission, 62 

submissions in favour of, 63, 64 
sales taxes locally imposed, as barriers, 85 
succession duty effects, 119 
tribunal for consideration of complaints, 65, 66 


Judiciary, see Administration of Justice 


Justice, see Administration of Justice 
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Labour Legislation, see also Unemployment 
administrative requirements, 46 
advantages of provincial control of some matters, 45, 46 
age of employment, 46 
conclusions and recommendations, 49 
co-operation between Dominion and provinces needed, 49 
difficulties of divided jurisdiction, 45 
Dominion jurisdiction where uniformity needed, 46 
Dominion-Provincial Conferences concerning, 49 
enforcement mainly a provincial problem, 47 
industrial disputes 
delegation of powers to Dominion, 48 
duplication between Dominion and provinces, 47 
present division of jurisdiction, 47 
International Labour Conventions 
Canada’s implementation of, 45 
constitutional difficulties, 48 
Dominion power to implement, suggested, 48 
recommendations as to, 274 
labour unions, status of, 47 
maximum hours, see infra, minimum wages 
minimum wages 
Dominion power to establish minimum standards, 46 
interprovincial trade, effect on, 46 
unemployment relief, relation to, 46 
uniformity between provinces desirable, 46 
overlapping and duplication of services, 182 
part-time employment, difficulties in, 46 
present division of jurisdiction, 45 
recommendations of Commission, 49 
requests for enlarged Dominion powers, 45 
subjects included under, 45 


Labour Unions, see Labour Legislation 

Land Available for Settlement, see Settlement Possibilities 
Land Taxes, see Real Estate Taxation 

Language 

relevance to Commission’s inquiry, 224 


submissions as to, 223, 224 


Law Enforcement, see Administration of Justice 


Legislative Power, Division of, see Allocation of Jurisdiction, 


British North America Act 


Libraries, see also Education 
National Library, 52 


Loan Companies, see Companies 


Loan Council, see Financial Recommendations, Public Debt 


Lendon Resolutions, see also British North America Act, 


Quebec Resolutions 
Resolution 66, 249, 250, 251, 252 


Manitoba, see also Prairie Provinces 
economic and financial factors, 98 

financial proposals, effect of, 98, 99 

income taxes, rates of, 111 

relationship with Saskatchewan economy, 98 
tax burdens, on present scales, 99 


Maritime Freight Rates Act, see Freight Rates 


Maritime Provinces, see also New Brunswick, Nova Scotia, 


Prince Edward Island 
appeal courts, union of, 170, 171 
failure to share in wheat prosperity, 77 
freight rates, submissions as to, 190, 193 
Maritime Board of Trade brief, 190, 206, 247 
municipal development, 137 
public works policy during depression, 78 
relief works programs during depression, 20 
trade through Maritime ports 
conclusions of Commission, 259 
construction of the “short line”, 255, 256 
Dominion efforts to stimulate trade, 248, 255 
expectations of Confederation, 248 
freight rates, argument as to, 249, 250, 254, 257, 258 
Intercolonial Railway, claim as to, 248 
National Transcontinental, construction of, 256, 257 
Resolution 66, 249, 250, 251, 252 
“seaboard”, meaning of, 249, 252 
union of, see Union of Provinces 


Marketing 
concurrent powers suggested, 55, 56 
“conjoint” legislation, 55 
constitutional difficulties, 54 
constitutional position today, 53, 55 
definition of terms, 53, 56 
delegation of powers suggested, 55, 56, 72 
difficulties of provincial or Dominion control, 55 
Dominion aid for controlled production, 30 
Dominion-Provincial Conference (1935), 69 
enabling legislation, 54, 55 
exclusive jurisdiction undesirable, 55 
grading 

constitutional difficulties, 54, 55 

definition of terms, 56 

historical developments, 54 

interference with interprovincial trade, 63 

necessity of early grading, 54 
growth of governmental control, 53 
historical developments, 53, 54 
legislative expedients employed, 54, 55 
manufactured and semi-manufactured products, 56 
marketing boards, establishment of, 54 
price regulation in general not discussed, 53 
prices, see infra, regulation of prices 
recommendations as to jurisdiction, 56 
regulation of prices 

historical developments, 54 

marketing boards, through, 54 
summary of recommendations, 274 


Martin Commission, see British Columbia 


Metropolitan Areas, see Municipalities 
Minimum Wages, see Labour Legislation 


Mining, see also Natural Resources 
mining tax rebate 
Alberta revenues, 104 
British Columbia revenues, 107 
description of, 83 
Ontario revenues, 97 
Quebec revenues, 94 
recommendations as to, 114, 271 
Ontario development during depression, 78 


Monetary Policy, see also Federal Policies 
budgeting over business cycle, 109 

deficit financing during depressions, 109 
depression period, policy during, 78 

lack of co-ordination in, 79 

Manitoba claim, basis of, 232 

Plan I, relationship with, 108 

prevention of unemployment, 27 

provincial claims for adverse effects of, 230 


Mothers’ Allowances 

contributory old age pensions, relation to, 41 
historical development of, 16 

provincial responsibility for, recommended, 31 


Municipal Debts, see Municipalities, Municipal Finances 


Municipal Finances, see also Municipalities, Real Estate 
Taxation 
adequacy for earlier functions, 138 
automobile, influence of the, 139, 143 
breakdown in, caused by social services, 15 
classification of municipalities, 141 
debts 
debt charges by different units, 142 
defaults, causes of, 147, 148 
detailed discussion of, 147ff 
future borrowing under Plan I, 149 
jurisdiction over, recommendation as to, 137, 148 
provincial responsibility for, 148 
provincial supervision of borrowing, 148, 149 
Quebec debt assumption under Plan I, 148 
Quebec, special conditions in, 82 
statistics for 1937, by purposes, 147 
unemployment as cause of increases, 147 
differences in financial position, 138, 140 
expenditures for 1937 classified, 142 
growth of municipal responsibilities, 139 
highways, see Highways 
historical developments, 137ff 
inadequacy of tax sources for present functions, 145 
jurisdiction of provincial legislatures, 137, 148 
metropolitan areas 
definition of terms, 141 
differences in services between units, 142 
“dormitory” suburbs, 147, 148 
governmental inefficiency, 139 
growth of such areas, 17 
Montreal relief expenditures (1935), 18 
Toronto relief expenditures (1935), 18 
provincial grants-in-aid (1937), 144 
real property taxes, see Real Property ‘Taxation 
relationship to Commission’s inquiry, 137 
revenues for 1937 classified, 144 
roads, see Highways 
statistical information, inadequacy of, 140 
statistics of aggregate figures, dangers in, 140 
summary of Commission’s suggestions, 149 
tax arrears, increases in, 146 
taxation revenues of municipalities, 137 
unemployment costs, inequality of, 140 
unemployment relief, effect of, 18 
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Municipalities, see also Municipal Finances 
adjustment of municipal boundaries, 139 

Alberta, financial position of, 103, 104 

assistance from senior governments (1931-37), 19 
British Columbia, financial position of, 105, 106 
classification of, 141 

co-ordination between, need of, 139 

Crown property, see Exemptions from Taxation 
decline in essential services, 19 

finances, see Municipal Finances 

financial proposals, adjustments necessary under, 85, 137, 138, 143 
highways, see Highways 

historical developments, 137ff 

increase in land held by, 19 

interdependence of different areas, 139 
interference with interprovincial trade by, 67 
Manitoba, financial position of, 98, 99 
metropolitan areas, see Municipal Finances 
Montreal, financial reorganization suggested, 95, 148 
New Brunswick, financial position of, 92 

Nova Scotia, financial position of, 90 

Ontario, financial position of, 97 

population increases, 1867-1930, 15, 16, 17, 18 
Prince Edward Island, financial position of, 87, 88 
provincial aid in poor relief and health services, 31 
provincial jurisdiction exclusive, 137, 148 

Quebec, special position of, 93, 95 

readjustment of social service costs, 44 
recommendations merely in general terms, 149 
relationship to Commission’s inquiry, 137 

relief expenditures concentrated in cities, 18 
roads, see Highways 

Saskatchewan, financial position of, 100, 102 
summary of Commission’s suggestions, 149 
unsuitability in size of certain units, 139 
Vancouver, special factors affecting, 105 
variations between provincial systems, 137 


National Adjustment Grants, see Financial Recommendations 


National Employment Commission 
administration of relief, views as to, 21 
compensation to Dominion if relief assumed, 131 
employment service, recommendations as to, 26 
public works in relief of unemployment, 27, 28 
relief works, 28 

unemployment insurance recommendations, 39 


National Employment Service, see Employment Offices 


National Income 

British Columbia, 105, 237 

decline in, as result of depression, 78 

decline in, through unemployment, 24 

definition of, 9 

distribution of, necessary improvement in, 9 
distribution uneven, between regions and classes, 78 
expansion of, necessity for, 9 

percentages taken in taxes in different regions, 157 
personal income taxation, effects of, 112 

Plan I, effects of, 273 

Plan II, effects of, 133 

Prince Edward Island, 87 
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National Income—Concluded Old Age Pensions—Concluded 
provincial protectionism, effects of, 64 contributory pensions 
public finance powers, effects of present distribution, 79 administration of, 41, 42 
regional disparities, 10 benefits for widows and orphans, 41 
regulation of economic activities as affecting, 53 continued need of non-contributory pensions, 41 
relief of taxpayers through expansion of, 166 difficulties of provincial schemes, 17, 40, 41 
Saskatchewan, drastic decline in, 100 Dominion jurisdiction recommended, 40 
taxation based on costs, instead of surpluses, 79 experience in other countries, 40 
taxation, effects on, 150ff government annuities system, 41 
taxation now takes 30 per cent of national income, 79 health insurance compared, 42 

present jurisdiction as to, 40 
National Policies, see Federal Policies state assistance for, 40 


taxation difficulties connected with, 41 


; We i costs likely to increase, 32, 40 
allocation of jurisdiction seeks to promote, 13, 269 defects in present arcane 
? 


dangers from provincial fiscal inequality, 79 delegation of powers, 32, 42, 72 
SEN on FERRE GREE conti Ts expenditures on, 1913, 1921, 1926, 1930, 17 
economic aims consistent with national aspirations, 10 expenditures on, 1937, 1939, 20 

economic interdependence of Canadians, 23 ‘ j f 
maintenance of, by Commission’s recommendations, 9 
separate schools question, 51 

social services at Canadian standards, need of, 44 


National Unity 


grants-in-aid for, suitability of, 32 
historical development of, 17 

increase in life expectancies, 17 
non-contributory pensions, necessity of, 41 
overlapping and duplication of services, 180 
present system of pensions, 31, 32 
regulations, interpretation of, 180 


Natural Resources, see also Mining 

Alberta award for natural resources, 246 

conservation 
British Columbia, decline in expenditures, 107 
concurrent power as possible remedy, 58 
necessity for adequate policies, 130 


provincial responsibility for, 115 economic and financial factors, 96 

provision of finances for, 129 financial proposals, effect of, 96, 97 
developmental expenditures, 129 freight rates, submissions as to, 190, 191, 192 
Saskatchewan claims as to, 246 importance to, of rationalizing public finance, 79, 96 
taxation of wasting assets, 114 income taxes, rates of, 111 
mining developments during depression, 78 
municipal development, 137 
municipal financial position, 143 


Ontario 
appeal court judges, 170, 171 
dependence on prosperity in other provinces, 96 


New Brunswick, see also Maritime Provinces 
departments for Dominion-provincial relations, 71, 72 
Dominion-Provincial Conferences, views as to, 70 
economic and financial factors, 91 

financial proposals, effect of, 91, 92 

freight rates (1912-27), claim as to, 262, 263 
Halifax Award, claim as to, 260, 261, 262 

income taxes, rates of, 111 

public debt, 92 

public works policy, 91 

regional tariffs, suggestions as to, 63 


Overlapping 
agricultural services 
division of services suggested, 174 
duplication not extensive, 173 
experimental farms, 175, 176 
grants to fairs and organizations, 176 
high level of co-ordination exists, 177 
improvements in recent years, 173, 174 
multiplicity of services, 173 
necessity of all governments participating, 173 
research, 175 
wastes from obsolete services, 174, 175 
American Social Security Act, 37 


instability in present financial situation, 89 audit investigation of companies, 58 


insurance regulation, 61 collection of taxes 
public debt, 90 corporation taxes, 177 


income taxes, 177 
stock transfer taxes, 178 


Nova Scotia, see also Maritime Provinces 
Dominion-Provincial Conferences, suggestions as to, 69, 70 
economic and financial factors, 89 

financial proposals, effect of, 89, 90 

income taxes, rates of, 111 


public works policy, 89 


Old Age Pensions, see also Social Services substantial savings possible, 177 

administrative difficulties, 32 company returns, 57, 58, 183 

American system, 37, 38, 40 difficulties of, in a federal system, 172, 173 

blind persons’ pensions, 32 examination within each government not attempted, 172 
British old age pension system, 38, 40 fisheries regulations, 58, 59 

change in jurisdiction not recommended, 32, 270 gaols, 182 


conditional subsidies from Dominion, 127 


Overlapping—C oncluded 

general conclusions as to, 183 

geological surveys, 181, 182 

industrial disputes conciliation, 47 
insurance, financial supervision of, 61, 62, 183 
investigations made by Commission, 173 
labour legislation, 182 

law enforcement activities, 182 

old age pensions, 180 

organization branch of Civil Service Commission, 183 
parliamentary committee suggested, 183 
penitentiaries, 182 

periodic appraisal of services suggested, 183 
police services, 178, 179 

public health services, 34, 178 

regulation of economic activities, 53 
research, 180 

services not departments considered, 172 
statistical services, 181 

surveys, 181, 182 

terms of reference as to, 172 

tourist facilities, 180, 181 

trade promotion, 180, 181 

transportation services, 182, 183, 187/f, 200f 
unemployment relief, 179, 180 

wastes from obsolete services, 174, 175, 183 


Pacific Great Eastern Railway, see British Columbia 
Penitentiaries, see Administration of Justice 
Pensions, see Old Age Pensions 

Personal Income Taxes, see Income Taxes 

Plan I, see F inancial Recommendations 

Plan II, see Financial Recommendations 


Police 

economies possible by co-ordinating services, 179 
present provincial organizations, 178, 179 

Royal Canadian Mounted Police, 178 


Poor Relief, see also Unemployment Aid 
definition of, 30 

provincial assistance to municipalities, 31 
provincial responsibility is traditional, 30 
recommendations as to jurisdiction, 30 
transiency and non-residence problems, 31 


Population 
shifts in, from rural to urban, 15, 16, 17, 18 


Prairie Provinces, see also Alberta, Manitoba, Saskatchewan 
agricultural relief in, 18, 19 

agriculture not self-sufficient in, 16 

appeal courts, union of, 170, 171 

debt allowances, 241 

debt assumption by Dominion, 123 
dependence on wheat production, 29 

depressed conditions after 1929, 18 

depression experience and results, 78 
Dominion loans for relief (1931-37), 20 
expansion of wheat production (1920-30), 17 
extension of municipal areas, 139 

injury to provincial credit from relief costs, 20 
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Prairie Provinces—C oncluded 

municipal development, 137 

natural resources, effect of Dominion control, 241, 242 
quinquennial census, 171 

relief expenditures and debts, 19, 20 

relief for distressed agricultural workers, 29, 30 
subsidies compared with British Columbia, 240, 241 
union of, see Union of Provinces 

universities, conditions during depression, 52 


Prince Edward Island, see also Maritime Provinces 
continuous communication, claim as to, 264, 265 
Dominion-Provincial Conferences, views as to, 70 
economic and financial factors, 87 

financial proposals, effect of, 87, 88 

Halifax Award, 261 

income taxes, rates of, 111 

land purchase loan, claim as to, 265, 266 

public debt, 87 

public works policy, 87 

transportation, responsibility of Dominion for, 87 


Provincial Autonomy 

allocation of jurisdiction safe-guards, 13, 269 

cultural and social powers undisturbed, 10 
dependence on national unity, 269 

educational policies, 51 

financial proposals as safe-guards of, 84, 269 

financial proposals recognize non-economic factors, 80 
financial security a basic requirement, 125, 269 
provincial protectionism arising from, 64 

social service development, 44 


Provincial Claims, see Special Claims by Provinces and under 
individual provinces 


Provincial Finances, see also Financial Recommendations, 
Public Finance 

Alberta, 103, 104 

balanced budgets possible under Plan I, 108 

breakdown in, caused by social services, 15 

British Columbia, 105, 106, 107 

credit injuries from relief burdens, 20 

deficits on current account (1930-37), 19 

Dominion interest in provincial finance, 109, 110 

highway expenditures, 204 

inequalities in present fiscal positions, 79 

inequality between provinces, 247 

inter-relation of, between provinces, 79 

Manitoba, 98, 99 

New Brunswick, 91, 92 

Nova Scotia, 89, 90 

Ontario, 96, 97 

Prince Edward Island, 87, 88 

provincial debt assumption by Dominion, see Public Debt 

public health expenditures, 33 

Quebec, 93, 94, 95 

railway guarantees, 202 

recommendations, see Financial Recommendations 

Saskatchewan, 100, 101, 102 

tax increases (1930-37), 19 

unemployment aid, effect of, 19 


Provincial Trade Barriers, see Interprovincial Trade 
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Public Debt, see also Financial Recommendations, Provincial Public Finance—Concluded 
Finances, Public Finance increase in overhead costs after 1914, 77 
Alberta, decline in credit position of, 103, 104 interdependence of different regions, 77 
basis of recommendations concerning, 123 inter-governmental loans, 20, 134 
bondholders’ position under constitutional changes, 81 international trade, dependence on, 77 
classification of types of debt, 122 inter-relation of provincial finances, 79 
Confederation arrangements, 123 national policies, effect of, 77 
control of future borrowing, 124 present distribution of powers, effects of, 79 
eredit destruction, effects of, 123 provincial revenues, assurance of adequacy, 10, 269 
currency for future provincial borrowings, 83, 123, 124 resources not related to constitutional responsibilities, 78 
deadweight and investment debt, segregation of, 81, 82 statistics and research, 84 
“deadweight” debt problem, 122, 123 transfers through public finance system, 134 
debt conversion unemployment costs, ability to meet, 23 
capital gains tax suggested, 82 unified control of policy, need of, 78 


economies easier for Dominion, 81 

forced conversion discussed, 82 

Plan I, savings possible under, 82, 108 
debt retirement in prosperous years, 109 


Dominion burden from recommendations, 124 yee divans d hi 
exchange control as a national policy, 123 ominion co-ordination and leadership, 35 


Leieatoranuclonly menOwnunaer 99 Dominion Department, establishment of, 16, 34 
Coreen holdings ora led Dominion functions 1D public health, 34, 35 
Dominion health services, 178 


Public Health, see also Health Insurance 
administrative health units, need of, 33 
Confederation, conditions at, 32, 33 
constitutional jurisdiction at present, 33 


future provincial borrowings, 83, 123, 124 


urowth of during war waned tT grants-in-aid for specialized services, 44 
Peaioent Mevelopaient 122 "193 growth in governmental activities since 1867, 33 
UOTE ase un rae foe relief. 20 inequalities of services between provinces, 34 
o ’ . ° 
interlocking of provincial and Dominion credit, 81 medical isha fo unemployed, 20, 31 
municipal, see Municipal Finances oe ed oF : 
national responsibility for provincial credit, 123 municipal CO Once 734 tees ee raete nee 
Ne Bien te go overlapping and duplication of services, 34, 178 
Nowa Geo ereGeaene bhabges 90 principles applicable to division of jurisdiction, 34, 35 
Pence Pa eal Tan (se ’ provincial assistance to municipalities, 31 
provincial borrowing in future, 83, 123, 124 provincial expenditures a aoe a 
provincial credit, inequalities between provinces, 79 provineial functions, Suge = upue OS Tas 
Provintial dehiramearintion purchase of services by Dominion, 35, 178 
Alberta debt includes interest arrears, 103 Parone ndarions np fe acon ae 
Domimontisitcatrane trom, 108 regional differences in social philosophy, 34 
Say aren in aeenidiever to Dominion St ae3 Saskatchewan, decline in health services in, 101 
provincial sinking funds unnecessary, 83 nuperenlosie a entice ae a 
recormuandations sao si, 83, 1294) 270 tuberculosis death rates in provinces, 34 
recommendations conditional on tax transfers, 83 venereal disease control, 16, 17, 34 


technique of transfer and management, 82 


Public Lands, see Natural Resources 
Quebec debt for charitable purposes, 124 


Quebec, municipal debt, special position of, 82, 93, 270 Public Works, see also Unemployment Aid 
railway debts assumed by Dominion, 202 concentration of, during depressions, 109 
recommendations as part of general rearrangement, 82 deadweight debt arising from, 122 
recommendations discussed, 122ff Dominion-provincial collaboration, 28 
Saskatchewan, damage to credit of, 100 grants-in-aid of provincial works, 28 

sinking funds, recommendations as to, 109 New Brunswick, 91 

social services, effect on, 122 Nova Scotia, 89 

unemployment relief debts, 19, 20 Prince Edward Island, 87 

uniformity in borrowing policies needed, 80 Quebec, 93 


timing of, to relieve unemployment, 24, 27, 28 
Public Finance, see also Financial Recommendations, iming of, to re. ploy 


Provincial Finance, Public Debt Quebec 
consequences of divided responsibility for unemployment, 22, administrative officials in, 14 

Zon colonization and public works policies, 78, 93 
dangers of present system, 100 Commission des Assurances Sociales de Quebec, 39 
decline in revenues as social costs rise, 78 diversity of several regional economies, 93 
depression burdens, 78 economic and financial factors, 93 
Dominion-provincial friction, effects of, 78 financial proposals, effect of, 93, 94, 95 
economic factors, influence of, 77 fisheries regulation, special arrangement as to, 58 
financial recommendations, see Financial Recommendations income taxes, rates of, 111 


future plans require flexibility, 78 insurance contracts, relation with civil code, 60, 61 


Quebec—C oncluded 

land settlement program for unemployed, 20, 78, 93 
Montreal, special problems of, 18, 93, 95, 148 
municipal debt under Plan I, 148 

municipal development, 137 

public debt for charitable purposes, 124 

public debt in, 98 

public works policies, 93 

religious bodies, contribution to social services, 93 
social service expenditures and private charity, 44 
social services, assumption of equality of standards, 93 
succession duty collection in, 120 

tax yields of income, corporation and estate taxes, 94 
taxation burden in, 94 

Travailleurs Catholiques du Canada, Inc., 39 

welfare services supplied by Church, 16 


Quebec Resolutions, see also British North America Act, 
London Kesclutions 

fisheries, regulation of, 59 

insurance, jurisdiction over, 59 


Railway Belt, see British Columbia 
Railways, see Transportation 


Real Estate Taxation, see also Taxation 
assessment problems, 145 

capitalization of taxes in reduced values, 144, 145 
construction industry, effect on, 145 ; 
Crown property, see Exemptions from Taxation 
disparities between municipalities, 144, 145 
exemptions where rental inadequate, 146 
financial proposals, effect of, 85 

housing, relation with, 145 

income basis for taxation discussed, 145 

increase in lands held by municipalities, 19 
inequities in charging services against land, 145 
protests against burden of present taxes, 144 
reduction possible under Plan I, 145 

revenues in 1937 from different units, 144 
“single tax” theories, influence of, 145 

tax arrears, increases in, 146 

tax increases when values were declining, 19 
transference of incidence, 156, 157 


Refunding of Debt, see Financial Recommendations, Public 
Debt 


Regional Income, see National Income 

Regional Tariffs, see Interprovincial Trade 
Regulation of Companies, see Companies 

Relief, see Unemployment Aid, Poor Relief 

Relief Works, see Public Works, Unemployment Aid 


Report of Commission 

all provincial claims considered, 229 

basic considerations underlying, 9 

economic aims stressed, 10 

effect neither centralizing nor decentralizing, 276 
financial proposals, basis of, 79 

inter-relation of three volumes, 9 

inter-relation of various proposals, 10, 273 
introduction to recommendations, 9, 10 
legislative powers not all discussed, 13 
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Report of Commission—C oncluded 

practical nature of recommendations, 10 
regulation of economic activities, problems of, 53 
summary of principal recommendations, 269ff 
unanimity of Commissioners, 269 

war, effect of outbreak of, 275 


Research 

agricultural research, 175 

economic and financial, by Finance Commission, 84 
labour problems, 49 

medical research by National Research Council, 35 
overlapping and duplication, 180 

public health, 35, 178 

social science research, 52 

university activities, 52 


Sales Taxes, see also Collection of Taxes, Exemptions from 
Taxation, Taxation, Tax Compliance 

amendment of tax powers proposed in 1936, 63 

efficiency and equity discussed, 150, 151, 161, 162 

excise taxes on commodities by provinces, 162 

financial proposals make local taxes unnecessary, 85 

indirect taxes by provinces, 63 

municipal sales tax revenues, 144 

progressive elimination suggested, 161 

provincial and municipal taxes undesirable, 162 

representations to Commission concerning, 161 

social insurance premiums, effect of, 35 


Saskatchewan, see also Prairie Provinces 
agricultural relief in, 18, 19 

causes of financial breakdown, 29 
depression conditions in, 100 

Dominion loans to, 101 

economic and financial factors, 100 
educational costs during depression, 51 
financial proposals, effect of, 100, 101, 102 
freight rates, submission as to, 190 
importance in national economy, 100 
income taxes, rates of, 111 

natural resources award, claim as to, 246 
public debt assumption by Dominion, 123 
teachers’ salaries during depression, 51 


Security Frauds Prevention, see Companies 


Settlement Possibilities 
disappearance of free land about 1930, 18 


Social Insurance, see Social Services 


Social Services, see also Education, Health Insurance, Old 
Age Pensions, Poor Relief, Public Health, Unemploy- 
ment Aid, Unemployment Insurance 

Alberta, standards in, 104 

allocation of jurisdiction over, 15ff 

breakdown in municipal finance from, 15 

British Columbia, high standards in, 107 

contributory old age pensions, 40ff 

contributory services, 35ff 

decline in provincial revenues as costs rise, 78 

definition of term, 15 

disparity between jurisdiction and financial resources, 15 

Dominion jurisdiction over, discussed, 15 

Dominion-Provincial Conference (1935), 69 

Dominion responsibility should be strictly defined, 24 
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Social Services—Concluded 
education, see Education 
equality between provinces desirable, 44 
expenditures by different municipal units, 142 
expenditures on, 1913, 1921, 1926, 1930, 17 
expenditures on, 1937, 1939, 15, 20 
financial proposals aim to remove disparities, 44, 80, 272 
financing of provincial and municipal services, 44 
grants-in-aid of provincial services, 44 
Great War, increases caused by, 16 
growth in total expenditures on, 15 
health insurance, see Health Insurance 
inequality in, between provinces, 79 . 
insignificance of, in 1867, 15, 16 
Manitoba, decline in expenditures in, 99 
municipal inequalities in standards, 140 
national interest in provincial standards, 128 
nature of, in 1867, 15, 16 
New Brunswick standards, 92 
Nova Scotia, standards, 89, 90 
old age pensions, see Old Age Pensions 
Ontario, high standards in, 97 
poor relief, see Poor Relief 
population shifts, effect of, 15, 16, 17, 18 
present division of jurisdiction, 15 
Prince Edward Island, standards in, 88 
provincial jurisdiction over, 15, 24, 30, 44 
public debt, effects of, 122 
public health, see Public Health 
Quebec, contributions of religious bodies, 93 
Quebec, equality of standards assumed, 93 
research in social sciences, 52 
residual responsibility of provinces, 30 
Saskatchewan, decline in expenditures in, 101, 102 
social changes since 1867, 15f 
social insurance 
advantages of uniformity in Canada, 36 
advantages to the individual, 36 
American social security program, 37, 38 
concurrent powers suggested, 43 
delegation of jurisdiction, 43 
deterrent to exorbitant demands for services, 36 
disadvantages of provincial systems, 36, 37 
employers’ contributions, justification for, 35, 36 
marginal industries, effect on, 36 
premiums may conflict with tax collections, 35 
state contributions, basis for, 36 
summary of recommendations as to, 43 
wage taxes in form of premiums, 35, 36 
unemployment aid, see Unemployment Aid 
unemployment insurance, see Unemployment Insurance 


Special Claims by Provinces 

British Columbia as to Pacific Great Eastern, 244, 245 
British Columbia’s claim for subsidy revision, 234ff 
federal policies, effects of, see Federal Policies 
financial proposals, relation to, 229 

New Brunswick, as to freight rates, 1912-27, 262ff 
New Brunswick, as to Halifax Award, 260ff 

Prince Edward Island, as to continuous communication, 264f 
Prince Edward Island, as to land purchase loan, 265ff 
reasons for consideration by Commission, 229 
Saskatchewan as to natural resources award, 246 
trade through Maritime ports, 247ff 


State Medicine, see Health Insurance, Public Health 


Statistics : 

annual meetings for co-operation suggested, 181 
municipal statistics, inadequacy of, 140 
overlapping and duplication of services, 181 
public finance statistics, continuation of, 84 


Stock Transfer Taxes, see Overlapping 


Subsidies, see also Grants-in-Aid 
Adjustment Grants compared, 126, 274 
British Columbia’s special claim, see British Columbia 
capitalization, proposal for, 135 
claims for revision, nature of, 247 
conditional subsidies 

difficulties of, 126, 127 

Dominion control, difficulties of, 127 

growth of, 126 

old age pensions, 127 

unemployment relief, 127, 128 

usefulness in certain fields, 127 
Confederation proposals compared with Plan I, 126, 274 
debt allowances, 241, 242 
finality of subsidy settlements, 240 
financial recommendations, under, 83, 270 
history of Confederation arrangements, 126, 274 
inconsistencies of present subsidy system, 126, 243, 270 
National Adjustment Grants, see Financial Recommendations 
revision based on censuses, 171, 240 


Succession Duties, see also Collection of Taxes, Exemptions 
from Taxation, Taxation 

collection of, 120 

comparative weight of, in various countries, 120 

depletion of capital resources, argument as to, 119 

detrimental effects on Canadian economy, 119 

difficulties of provincial jurisdiction, 117 

discrimination against outside estates, 63 

Dominion collection, suggestions as to, 120 

Dominion’s power to levy, 117, 120 

double taxation, 117, 118, 120, 121 

exemptions, 161 

historical developments, 117 

inequities of present system, 117, 119 

international aspects, 118 

interprovincial agreements concerning, 118 

national character of, 118, 119 

Ontario revenues in 1937, 97 

possible developments of present taxes, 108 

present forms of, 117 

progressive and regressive features, 157 

provincial yields from, 118 

Quebec revenues from, 94 

recommendations as to jurisdiction, 120, 271, 272 

restriction of investment, 119 

uniformity, advantages of, 152 

uniformity arising under Plan I, 108 

variability of yield, 118, 119 


Summary of Recommendations, 269ff 


Surveys 

geological surveys, division of activity in, 182 
Ontario willing to assume geological survey, 182 
overlapping and duplication, 181, 182 


Tariff Policy, see also Federal Policies 
claims based on adverse effects, 230 
depression period, effects of policy during, 78 
exclusive Dominion power over tariffs, 62 
regional tariffs, see Interprovincial Trade 


Taxation, see also Collection of Taxes, Corporation Taxes. 
Exemptions from Taxation, Income Taxes, Overlapping, 
Real Estate Taxation, Sales Taxes, Succession Duties, 
Tax Compliance 
American Social Security Act, under, 37 
based today on costs instead of surpluses, 79 
businesses on national scale, discrimination against, 79 
collection of taxes, see Collection of Taxes 
contributory old age pensions, difficulties arising from, 41 
corporation taxes, see Corporation Taxes 
discriminatory taxation by provinces, 63, 67 
Dominion restrictions under financial proposals, 85 
double taxation by succession duties, 117, 118, 120, 121 
efficiency in taxation 
corporation taxes, 151 
costs, inefficiency of taxes on, 150, 151 
definition of, 150 
detailed discussion of, 150ff 
difficulties of divided jurisdiction, 151 
income taxes, 151, 152 
national income, effects on, 150 
succession duties, uniformity in, 152 
tax compliance costs, 154, 155 
equity in taxation 
detailed discussion of, 155ff 
difficulties of estimating tax burden, 156 
equities as between individuals, 156, 157 
inequities within a single province, 157, 158 
personal income taxes discussed, 158 
regional inequities, 157 
exemptions, see Exemptions from Taxation 
forms, see Tax Compliance 
income taxes, see Income Taxes 
increases in taxation, 1930-37, 19 
indirect provincial taxes, 63 
inequality of burdens between provinces, 79 
Interprovincial Conference, 1926, discussion at, 69 
mining, see Mining 
motor carriers, of, 218 
municipal revenues from, 137 
national income, effects on, 150 
national income, thirty per cent taken by taxes, 79 
national taxation to aid provincial finance, 109 
Plan I, possible results under, 108 
premiums for social insurance, effect of, 35, 36 
present inequity and inefficiency of system, 150ff 
Quebec, burden of taxation, 94 
real estate taxation, see Real Estate Taxation 
reallocation desirable in each case apart from general financial 
proposals, 79, 80 
recommendations summarized, 121 
sales taxes, see Sales Taxes 
stock transfer taxes, see Overlapping 
succession duties, see Succession Duties 
tax compliance, see Tax Compliance 
utilities, public and private, 159 
weight of Dominion taxation, calculation of, 109 


Tax Barriers, see Interprovincial Trade 
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Tax Compliance, see also Collection of Taxes, Taxation 
American Social Security Act, under, 37 

corporation taxes, 113, 114 

costs of tax avoidance, 155 

differences between Dominion and provincial returns, 154 
efficiency of taxation, relation of, 154, 155 

financial recommendations, results from, 108 
investigations made by Commission, 154 

loss in productive activity resulting from, 154 

succession duties, 117 

survey made by Canadian Manufacturers Assoc., 154 


Technical Education, see Education 


Terms of Reference 

amendment of Constitution, methods of, 72 
equity and efficiency of taxation, 150 
federal system to be respected, 13 

financial proposals, instructions as to, 77 
governmental expenditure, review of, 165 
national unity to be promoted, 13 
overlapping and duplication, 172 

public policy, advice on, not included, 223 


Terms of Union, see British North America Act 


Tourist Traffic 

Canadian Travel Bureau, 180 
Dominion-Provincial Conference (1935), 69 
overlapping and duplication of services, 180, 181 


Trade and Commerce, see Interprovineial Trade 


Transiency, see also Unemployment, Unemployment Aid 
American difficulties in respect of, 37 

Dominion responsibility for unemployment aid, 31 
immobilization of labour under present system, 21 
municipal administration of relief defective, 21 

poor relief, problems in administration, 31 

problems of, nature and treatment of, 21 


Transportation, see also Federal Policies, Freight Rates, 
Highways 
air transportation, jurisdiction over, 201 
amalgamation of railways, 187 
Board of Transport Commissioners, see Freight Rates 
Canadian National Railways 
capital expenditures, 203 
development of the system, 203 
mileage of, 203 
Canadian Pacific Railway 
capital expenditures, 203 
mileage of, 203 
net operating income in 1923 and 1928, 203 
common regulatory authority, 217 
competition between highways and railways, see infra, highway- 
railway competition 
concurrent powers, 208, 217 
construction of the “short line”, 255, 256 
control of new investment, 218 
delegation of powers, 217 
Dominion aid to railways, 202 
Dominion assumption of provincial debts, 202 
Duff Commission, 216, 219 
freight rates, see Freight Rates 
Great Britain, experience of, 209, 210 
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Transportation—C oncluded 
highway-railway competition 
attempts by railways to meet, 205, 206 
common regulation of transportation, 217 
conflict of interest between Dominion and provinces, 217 
control of new investment, 218 
co-ordination of transportation systems, 208, 216ff 
costs of moving freight compared, 205 
detailed discussion of the problem, 200ff 
effect on railways, 208, 204, 205 
freight rates, effect on, 200, 204, 205 
highway developments, 204 
historical developments, 202, 203, 204 
jurisdiction over transportation, 200, 201 
lack of recognition of problem, 188 
planning and research, 218, 219 
possible solutions discussed, 207, 208, 216ff 
statistics of truck competition, 204 
uniform provincial regulation, 216, 217 
Intercolonial Railway 
historical developments, 250, 251, 254, 255 
management of, 253, 254 
New Brunswick claim as to, 248, 253, 254 
rates between 1912 and 1927, 254 
rates prior to 1912, 255 
jurisdictional division, 200, 201 
mileage of railways per capita, 203 
motor transport, jurisdiction over, 201 
National Transcontinental, construction of, 256, 257 
over-investment, past and future, 200 
overlapping and duplication, 200ff 
Pacific Great Eastern Railway, 244, 245 
planning and research, necessity of, 218, 219 
Prince Edward Island, 87 
Prince Edward Island claims, 264, 265 
provincial aid to railways, 202 
public finance, effects of national policies, 77 
railway-highway competition, see supra, highway-railway com- 
petition 
railway investment by provinces, 191 
recommendations summarized, 275 
relation to Commission’s inquiry, 187 
taxation of motor carriers, 218 
trade through Maritime ports, see Maritime Provinces 
United States experience, 210ff 
water competition, 201, 203, 248, 251 


Treaties 

implementation of treaties, submissions as to, 48, 225 
income tax treaties, 112 

International Labour Conventions, 48 
recommendations not made as to general powers, 225 
submissions as to treaty-making power, 225 
succession duty conventions, 118 


Trust Companies, see Companies 
Tuberculosis, see Public Health 


Unemployment, see also Poor Relief, Public Works, 
Transiency, Unemployment Aid, 
Insurance 

conditions following post-war boom, 16 

conditions in 1867, predominantly rural population, 15 

definition of terms, 24 

depression following 1929, conditions during, 18 


Unemployment 


Unemployment—C oncluded 

Dominion-Provincial Conference (1935), 69 
employers’ responsibility for share of cost, 36 
fall in export trade as cause of, 23 

Great War, problems caused by, 16 

historical development of problem, 16 
importance of problems, 9 

income taxes, relation of, to, 111 

limits of insurance as a remedy, 38 

municipal debt increases since 1930, 147 
municipal inequalities in costs, 140 

national income, effect on, 24 

poor relief, see Poor Relief 

prevention of, suggestion of methods for, 27, 28 
public works, see Public Works 
recommendations as to jurisdiction, 24ff 

relief, see Unemployment Aid 

taxation reforms as a remedy, 150, 151, 152 
temporary organization for dealing with, 16 
terminology, 24 

transiency, see Transiency 

unemployment aid, see Unemployment Aid 
unemployment insurance, see Unemployment Insurance 
uneven distribution of burden, 18 

unskilled labour as chronically depressed class, 78 
wastage of human assets caused by, 24 


Unemployment Aid, see also Poor Relief, Public Works, 
Transiency, Unemployment, Unemployment Insurance 
administration of 
appeal boards to review decisions, 25, 26 
defects of municipal administration, 21 
employment offices, duties of, 26 
failure to develop remedial policies, 22 
failure to distinguish unemployed and unemployables, 21 
grants-in-aid from Dominion, 21, 22 
lack of uniform standards, 21 
recommendations as to, 24, 25, 26, 27 
transiency and non-residence, problems of, 21 
agricultural workers, 29, 30 
Alberta, expenditures in, 103 
appeal boards, review of administration by, 25, 26 
British Columbia, expenditures in, 19, 20, 106 
concentration of costs in urban areas, 18 
concurrent powers suggested, 25 
conditional subsidies, abolition suggested, 127 
co-operation between Dominion and provincial officials, 26 
definition of terms, 24 
Dominion assumption conditional on tax transfers, 83 
Dominion loans to provinces for relief, 20 
Dominion, provincial and municipal expenditures, 18 
economic factors affecting jurisdiction, 23 
education of the unemployed, 50 
employability, definition of, by Dominion, 24, 25 
employment offices, see Employment Offices 
expenditures as percentages of current revenue, 19 
expenditures on, 1980 to 1937, 18, 19 
financial disabilities of provinces for dealing with, 23 
financial effects of Dominion assumption, 81, 131ff 
grants-in-aid from Dominion, 21, 22 
inadequacy of system, 18 
jurisdiction over 
administration of aid, 24, 25 
economic and financial considerations, 22, 23, 24 
employability, definition of, 24, 25 
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Unemployment Aid—Concluded Union of Provinces 
jurisdiction over—Concluded appeal courts, Maritime and Prairie Provinces, 170, 171 

recommendations of Commission, 24ff, 270 Dominion, effects on, 169 

relief works, 28, 29 factors involved in, 167 
Manitoba, expenditures in, 98 Maritime Provinces 
Maritime Provinces, relief works programs, 20 local opposition to, 169 
medical services to unemployed, 30, 31 savings possible, 169 
minimum wage laws, relation to, 46 special factors affecting, 169 
municipal finances, effect on, 18 Prairie Provinces 
New Brunswick, 91 debt charges, effect on, 168 
non-residents, see Transiency examination by provinces suggested, 168 
Nova Scotia, 89, 90 financial and economic results, 168 
Ontario, expenditures in, 97 political factors, 168 
overlapping and duplication of services, 179, 180 savings possible, 167, 168 
Plan I, possible results under, 108 universities, union of, 168 
poor relief, see Poor Relief taxpayers’ advantages and disadvantages, 169 
Prairie Provinces, expenditures and debts, 19, 20 
prevention of unemployment, methods of, 27, 28 United States 
primary industries, relief of distress in, 29, 30 grants-in-aid for highways, 211 
Prince Edward Island, 87, 88 income taxes, rates of, 111 
protection, on reallocation, of present officials, 14 interstate discrimination and trade barriers, 64 
provincial finances, effect on, 19, 20 old age pensions, system of, 37, 38, 40 
public works, see Public Works social security program, 37, 38 
Quebec, expenditures in, 95 transportation problems, 210ff 
Quebec, land settlement scheme, 20, 78, 93 unemployment insurance system, 37 
reasons for recommendations as to, 128, 129 
rehabilitation of unemployables, costs of, 81 Universities, see also Education 
relief works, 28, 29 grants-in-aid from Dominion, function of, 52 
remedial policies, failure to develop, 22 importance in national life, 52 
Saskatchewan, expenditures in, 101 Manitoba, lack of endowments in, 99 
statistics of provincial and municipal costs (1937), 132 medical research, assistance for, 35 
transiency, see Transiency Prairie Provinces, conditions in, 52 
unemployment insurance, see Unemployment Insurance research, 52 
wastes resulting from theory of local responsibility, 22 social science research, 52 
youth training, 50 union of western universities, 168 
Unemployment Insurance, see Employment Offices, Unem- Venereal Disease Control, see Public Health 

ployment, Unemployment Aid 

administration through employment offices, 26 Vocational Education, see Education 
advantages of uniformity throughout Canada, 36 
American experience, 37, 38 Wages, see Labour Legislation 


British system, 37 

Commission des Assurances Sociales de Quebec, 39 
competitive disadvantages of provincial schemes, 36 
concurrent powers suggested, 25 

definition of jurisdiction, 39, 40 


War Time Conditions 
relation to Commission’s Report, 275, 276 


Weekly Day of Rest, see Labour Legislation 


disadvantages of provincial schemes, 37 White Commission, see also Duncan Commission, Maritime 
Dominion jurisdiction recommended, 25, 38, 39 Provinces 

employers’ contributions, justification for, 35, 36 Prince Edward Island claim as to land purchase loan, 266 
health insurance compared, 42 railway policy, operation as to, 191, 192 

limitations of, in curing unemployment, 38, 39 

marginal industries, effect on, 36 Widows’ Pensions, see Mothers’ Allowances 

National Employment Commission recommendations, 39 

premiums for, as a form of taxation, 36 Workmen’s Compensation, sce also Health Insurance 
present provincial jurisdiction, 25 advantages of provincial administration, 46 

Quebec Civil Code, effect of, 39 confirmation of provincial powers needed, 43 

seasonal labour, difficulties arising from, 39 delegation of powers, possibility of, 43 

sickness benefits under, 40 employers’ contributions, basis for, 35, 36 

statistics of numbers covered by, 39 provincial jurisdiction should continue, 43 


taxation on “safe” industries and employees, 39 
Travailleurs Catholiques du Canada Inc., 39 Youth Training, see Unemployment Aid 
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PART A 
COMPARATIVE STATISTICS OF PUBLIC FINANCE 


INTRODUCTION 


THE first part of this volume contains condensed comparative statistics of the finances 
of Dominion, provincial and municipal governments for the years 1913, 1921, 1926, 1930, and 
1937, and in certain tables for the years 1938 and 1939. For convenience the tables have been 
divided into three groups, as follows:— 


Section I—Grand Summary, all Governments. 
Section II—Statements illustrating the Commission’s Financial Recommendations. 
Section III—Municipal Governments. 


Dominion and Provincial Statistics 


These were compiled on the basis outlined in the Introduction to Appendix I. 


At the commencement of the Commission’s Public Finance Inquiry, an examination of the 
Public Accounts of the several governments revealed a complete lack of uniformity in accounting 
methods. Most governments report financial statistics by departments, having in mind minis- 
terial responsibility; the work of departments varies between governments, and a departmental 
classification was valueless for comparative purposes. ‘There was no uniform classification of 
revenue or expenditure under income or capital accounts; certain governments report on a 
cash basis, and others use the accrual system, and some a combination of both methods. There 
was the further difficulty of fiscal year ends. The Dominion and three provinces now have 
fiscal years ending March 31st; others vary from October 31st of the previous calendar year to 
June 30th following the Dominion year end. In many instances the fiscal years of subsidiary 
enterprises do not coincide with those of their governments. 


To secure uniformity, the Dominion and provincial governments were invited, and agreed, 
to co-operate in the preparation of a financial questionnaire giving particulars of financial opera- 
tions up to and including year ends nearest to December 31, 1936. The questionnaire was 
duly completed by all governments except Quebec, and the statistics for that Province were 
extracted by the Commission’s staff from the Public Accounts and other official documents. 
In the case of the other governments the completed questionnaires were test checked against the 
Public Accounts, and adjusted where necessary for comparative purposes. Details of these 
adjustments appear in Appendices A-K. Draft statements were circulated to the governments 
and reviewed by them. Statistics for the fiscal years 1937, 1938, and 1939 were prepared by 
the Commission’s staff on the basis of Public Accounts or official estimates. 


In the consolidated tables the difference in fiscal year ends resulted in minor variations, 
but did not materially affect the general results. 


Municipal Statistics 


In spite of serious deficiencies in the material available, an attempt has been made to compile 
statistics on a comparable basis for every province, classified in the same manner as the Dominion 
and provincial accounts. Instead of the customary classification by cities, towns, villages and 
rural municipalities, which is of little value for purposes of analysis due to the variations in 
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INTRODUCTION—Concluded 


provincial definitions of units, a new and more significant grouping was employed—Meetropolitan 
Areas, Other Urban, and Rural. It is considered that these statistics are sufficiently accurate to 
give a satisfactory picture of relative proportions and comparative trends, although individual 
items may not be entirely accurate. The consolidated Balance Sheets and other statements 
shown in this volume have been constructed, as far as municipal statistics are concerned, within 
the limitations set forth above and should be interpreted accordingly. 


Section I 


This group contains tables showing the combined position of all Canadian governments 
for 1913, 1921, 1926, 1930, and 1937. 


Section II 


In this group particulars are given of the effect of Plan I and Plan II on each province and 
its municipalities for selected years. In addition, details are shown of the chief categories of 
expenditure which are affected by Plan I. A breakdown is given of expenditures for relief, 
public welfare, education, and debt charges. Further tables give an analysis of outstanding 
debt by purposes, the increase in debts from 1913-1937, the over-all surplus or deficit for the 
selected years, and the gross bonded debt of the Dominion of Canada, Canadian National Rail- 
ways, and Provinces, by currencies of payment, average coupon rates and maturities. 


Section III 


Tables in this section summarize the operations of municipal governments and give parti- 
culars of outstanding debt, over-all surplus or deficit, and revenue and expenditure on current 
account. Necessary explanations and qualifications will be found in the Introduction to this 
Section. 
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CONTENTS OF SECTION I 


GRAND SUMMARY, ALL GOVERNMENTS 


Table gre iM 4 As at fiscal year ends nearest to Page 

No. December 31 No. 
1 Balance Sheets, combined...................000. 1913, 1921, 1926, 1930, 1937......... 9 
2-6 Balance Sheets, comparative..................205. 1913, 1921, 1926, 1930, 1937......... 10 
7 Outstanding Debt, comparative.................. 1913, 1921, 1926, 1930, 1936, 1937... 20 
8 Outstanding Debt, increase in................... DOTS EL Akos ye os ae a Lie ool 21 


Over-all Surplus or Deficit— 


9 Pilate VATIIMONTS 1)... o 5). 0k ais Us ws ce quale eae 1913, 1921, 1926, 1930, 1937......... 23 
10 Provinces and Municipalities, combined...... 1913, 1921, 1926, 1930, 1937......... 24 
11 Provinces, COMparativVe. ...5.5.06ke0daev ees 1913, 1921, 1926, 1930, 1937......... 26 


Revenue and Expenditure— 


12 ODI PTIC Cty es so ea te wie) ale weet Oks) POZE, 1926551930" 1037) oo oo 29 
13-17 MU OHID REGU aa ceils wes vies Slee ob ean 1913, 1921, 1926, 1930, 1937......... 30 
18 Revenue, Analysis by Sources................... 1913, 1921, 1926, 1930, 1937......... 50 
19 Expenditure, Analysis by Services................ 1913, 1921, 1926, 1930, 1937......... 58 

{ 20 Net Debt Charges, as a percentage of Current 
Bi ee is 2 alg whic ia ao Ja eho wo tot Rhy 1913, 1921, 1926, 1930, 1933, 1937... 67 
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ALL GOVERNMENTS 
COMBINED BALANCE SHEET 


Thousands of Dollars 
_————eeeeeeeeeeooooeaeaeaeaeaeeeeaeaeaeaeaeeeeoeeaoooooaoooooooee—e=E=SS=S0Q0QEDEPEPOOE 


AS AT FISCAL YEAR ENDS NEAREST TO DECEMBER 31 


ASSETS 
1913 1921 1926 1930 1937 


CASH AND OTHER LIQUID ASSETS. . 59,622} 248,768, 255,885} 353,645] 415,811 
RAILWAYS 762,514] 2,059,244] 2,369,992] 2,650,051) 3,089,313 
163,171} 427,888) 576,414 674,100] 658,956 

30,332 46 ,389 82,354,  137,067| 174,455 

HIGHWAYS, BRIDGES AND STREETS} 193,940] 364,575} 517,989] 744,551| 1,105,428 


CANALS, HARBOURS AND RIVER 
IMPROVEMENTS 149,170 229 ,063 296 ,036 373 , 792 413 ,222 


241,685 431 ,939 556 , 782 669 , 569 766 ,414 


LOANS, PARTIAL OR NON-INTEREST 
BEARING— 
Colonization, Agricultural Aid and 
Development 119,892 159 , 468 185 ,998 253 ,002 
20,561 16,861 13 ,989 20,158 


mer 264 7,784 (')623,248 


OTHER NON-RECOVERABLE 
EXPENDITURES— 
1,688,046} 1,673,092) 1,658,885 
Merchant Marine — 9,476 24,951 
Shipbuilding 57 , 288 55 , 763 55 ,043 
Wheat Bonus and Stabilization — — — 
29 , 247 35,565 58 ,845 


Sub-Total 1,774,581| 1,773,896, 1,797,724 
CUMULATIVE SUB-TOTAL............| 1,632,621| 5,722,900} 6,605,941 7,608,270 


SURPLUS AND RESERVE ACCOUNTS 334 ,646 840,103} 1,141,139] 1,434,481] 1,490,042 


TOTAL ASSETS, accounting for Outstand- 

1,297,975 4,882,797| 5,464,802| 6,173,789 

LIABILITIES 

FUNDED DEBT, less Sinking Funds 1,149,121) 4,525,276) 5,093,970} 5,678,762 
TREASURY BILLS 10,750 165 ,333 62 ,063 91,183 
FLOATING DEBT 138 ,104 184 ,645 305,158 393 ,025 
GUARANTEED BANK LOANS 10,270 
OTHER CONTINGENT LIABILITIES. 
TOTAL OUTSTANDING DEBT 5,464,802) 6,173,789 


(*) In addition 65,347 charged by municipalities to current account. 
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ALL GOVERNMENTS 


Dominion 
and 
C.N.R. 


24,313 
598 , 237 


149,170 
15,765 


426 
412 


22,014 


Provincial 


27,193 
164,277 
30 ,962 


4,915 
3,463 


402 


Municipal 


9,777 


132,209 


163,205 


199 ,461 


840 , 669 
319,832 


288 , 406 
3,438 


504,652 


520, 837 


400 ,817 


120,020 


284,968 


263,140 


504 , 652 


494 ,875 


COMPARATIVE BALANCE SHEET 
1913 (’) 
Thousands of Dollars 
ELIMINATIONS 
Item eae 
GOVERN- 
No. ASSETS MENTS | Dom.- | Prov.- 
Prov. | Mun. 
1 | CASH AND OTHER LIQUID ASSETS................- 59,622 71 94 
Dhl: RAILWA VSt hs) 5 MCs WN a. 6 IRS AVIA. «3s a oan 762,514, — an 
Sil) PUBLIC ULTILITING SN fen. . OUR ade... 163,171, — = 
4 | HARBOUR COMMISSIONS...........0:0.0ceceeeeeeees 30,332) — _ 
5 | HIGHWAYS, BRIDGES AND STREETS............... 193,940) — — 
6 | CANALS, HARBOURS AND RIVER IMPROVEMENTS| 149,170) — —_ 
7 OTHER PUBLIC. WORKS coils Wed esc cd aoe deeea eee 241,685) — — 
LOANS, PARTIAL OR NON-INTEREST BEARING— 
8 Colonization, Agricultural Aid, and Development........ 5,161 18 — 
9 CER E Eee ceo od SR Peas Saake so: Ss eter aede. 8 Pathe 84.0) ee Ae Oe ah ek 3,875) — a 
10 | OTHER NON-RECOVERABLE EXPENDITURES...... 23,151 735} — 
Ll ICUMULA TIVE SUB-TOTAL... iu chat amannemen tues 1,632,621 160} 946 
12 | SURPLUS AND RESERVE ACCOUNTS................ 334,646) 11,376, — 
13 TOTAL ASSETS, accounting for Outstanding Debt........ 1,297,975} 11,536 946 
LIABILITIES 
14 | FUNDED DEBT, less Sinking Funds.................... 1,149,121) 3,765 946 
153) | TREASURY Biles see at iii es one Uae ate ae set Rtaers 10,750) — — 
16. | RLOACINGI DUS eee oe terete ale tas. 138,104) 2,645) — 
17. | OTHER CONTINGENT LIABILITIES................. — 126 — 
18241 TOTAL OUTSTANDING LOEB I iid acsiasst oats ane cen 1,297,975) 11,536] 946 


() As at fiscal year ends nearest to December 31, 1913, 
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ALL GOVERNMENTS - TABLE 2 
COMPARATIVE BALANCE SHEET 
1913 (') 


Thousands of Dollars 


PROVINCIAL AND MUNICIPAL 


: Item 
Prince New 
N ; : Saskat- British 
TOTAL Edward Psa Bruns. Quebec | Ontario | Manitoba | SAS*at Alberts, | Gone | ANe. 
36,970 — 5,341 1,775 5,458 5,502 1,654 6 , 633 8,498 2,109 
164,277, — 4 5,702) 16,744| 27,556 24,042} 17,904, 33,068) 39,261 
163,171 182 4,168 3,426 26,700 41,954 26 ,647 16,801 26 ,093 17,200 


——— —= —= — —— — —= ——— —_ — 


193 ,940 1,460 8 ,893 3,788} 28,339| 65,800} 18,244 13,869 16,892 36,655 


_—_— — — —_ — ae — —— — — 


225,920 23 5,166 2,952) 98,481) 29,617; 20,019) 21,839 28 ,613 19,210 


4,915 Saag so 48 Sag ae 3,393 190 58 1,226 
3,463 a 4 452 1,488 56 = 490 2 971 
402 2 ee 32 Se a — 135 220 13 


_—_—— | | | | | | | 


793,058 1,667} 23,572} 18,175) 177,210) 170,485] 93,999} 77,861) 113,444 116,645 
3,438 ule 1,055 14 6,162 2,399 4,801 1,040 175 4,950 


789 ,620 1,667, 24,627; 18,161, 171,048; 172,884; 89,198) 76,821, 113,619, 121,595 


758,015 1,396, 21,166; 16,529) 167,908! 169,703) 89,188) 69,922 103,160} 119,043 
10,750 Ses ae 973 1,460 2,920 — 3,893 — 1,504 
20,729 271 3,461 659 1,680 261 10 2,880 10,459 1,048 

126 — — se ans — 126 — = 


me | rr | | | | | | | 


789 ,620 1,667, 24,627, 18,161) 171,048} 172,884) 89,198) 76,821; 113,619} 121,595 
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ALL GOVERNMENTS 


COMPARATIVE BALANCE SHEET 


Dominion 
and C.N.R. 


178 , 230 
1,949,470 


46 ,389 


Provincial | Municipal 


98,825] 9,732 
112,502) — 
172,064] 255,824 


1921 (') 
Thousands of Dollars 
ELIMINATIONS 
ALL 
GOVERN- 
ASSETS ears ret 
Mun 
CASH AND OTHER LIQUID ASSETS................. 248 , 768} 21,109] 16,910 
RAILWAYS....... SN IN 8s OMS, A a oS RU 2,059, 244 ee 
PUBLIC UFIGITIES. si iikic chess coset ates so Bae ban 427, 888 — 
HARBOUR COMMISSIONS.......0..eceseseesecesceces 46, 389 — 
HIGHWAYS, RRIDGES AND STREETS............... 364,575 ~ 


© 60 


22 


CANALS, HARBOURS AND RIVER IMPROVEMENTS| 229,063 


OTHER PUBLIC WORKS........... Ae ee tL, 5d 431,939 


LOANS, PARTIAL OR NON-INTEREST BEARING— 


Colonization, Agricultural Aid and Development......... 119, 892 
Other eet. e ccccs thas ss cedeaeas sis cece aes 20, 561 
OTHER NON-RECOVERABLE EXPENDITURES— 
Mae Cree oes wees docile ORE ERNE ETN ooh ts 1,688, 046 
Shipbiniding mint, rece Tete reek onc ane ee 57, 288 
Others eerie reeks eee ake lo's a She OU te ere eee eae 29 , 247 
Br LOCAL 5s sp iale'n' dors sis eee o's slerals wiaicla sleleietn sige + 1,774,581 
CUMULATIVE SUB-TOTAL, £000.00 602000 eee 5,722,900 
SURPLUS AND RESERVE ACCOUNTS............0005 840, 103 
TOTAL ASSETS, accounting for Outstanding Debt......... 4,882,797 


7,666 


— 


229 ,063 
29 ,300 


83,725 
8,401 


1,684,513 
57,288 
21,645 


119,522} 245,053 


109 ,564| 293 ,075 


43045150 
12, 166, «— 


3,933) — 


8 302) tee 


a | ee | | 


1,763 ,446 


11,835) ~~ — 


ee | | — + | + | — 


767 ,985 


680 ,417| 803 ,684 


47,075| — 


—— | SS | | | 


24,876) 3,520,039 


633,342) 803,684 


LIABILITIES 
FUNDED DEBT, less Sinking Funds.................... 4,525, 276) 41,294 23,356 3,225,542] 570,432! 793,952 
TREASURY BILES. ocschs sys secdases vss fae tee sie 165,333) — — 143,820} 21,513} — 
FLOATING DEBT eee ees tee ee 184,645} 28,323 15067710 S327 7010732 
GUARANTEED BANK LOANSG..............0c0ce0e0- 7,154, — — 7,1544 — 
OTHER CONTINGENT LIABILITIES................. 389 " —— 4646 — 
TOTAL OUTSTANDING DEBT.«. oscecscsuscless coos 4,882,797) 49,692 24,576 3,520,039} 633,342) 803,684 


(*) As at fiscal year ends nearest to December 31, 1921. 
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ALL GOVERNMENTS TABLE 3 
COMPARATIVE BALANCE SHEET 
1921 (') 
Thousands of Dollars 
PROVINCIAL AND MUNICIPAL 
TOTAL Edvard ioe Brune Quebec | Ontario | Manitoba | S#skét- | atberta ea No 
108 , 557 4 6,463 2,952 13 ,031 35 ,319 10 ,437 18 ,252 7,458 14,641 1 
112,502 — — 10,794 16,526 23 ,600 ok — 26 ,859 34,723 2 
427 , 888 149 14537 8 ,536 43 ,677| 228,665 555.792 23 ,543 39 , 450 20 , 294 3 
— se a a “a 7 ve a a i 4 
364,575] 1,934] 17,368] 12,511] 71,144| 140,103] 17,397] 20,881) 31,314) 51,923, 5 
402,639 283 8,792 3,857) 151,513 88 ,829 44 ,332 32,796 39 ,606 32 ,631 7 
43,945 — — 160 2,536 642 12,257 11,227 7 ,337 9,786 8 
12,160 —_— 8 456 488 5 ,638 3,470 118 363 1,619 9 
3,533 — —_ 120 1,693 — 1,283 _— 437 —_ 10 
8, 302 i 1 ate i 37 3,533 im 466 "509 2,399 1,357 a 
D leresas Heo 157|\ Whiss@2q | i 1,749 509| 2,836 1,357] 13 
1,484,101} 2,371 40,468| 39,423; 304,141] 522,796] 145,379] 107,326] 155,223; 166,974] 14 
47,075 iy, 615019 943] 23,883} 11,906]  3,377| 4,739] 1,053 6,186] 15 
1,437,026 2,372; 41,487; 40,366) 280,258) 510,890) 142,002} 102,587| 156,276) 160,788 16 
1,364,384 l Joy 38 ,179 35,529] 274,759) 493,951} 135,123 87,618) 144,832 152,636} 17 
21, 513 —_ — — — 16,000 2,438 1,372 — 1,703} 18 
43,511 615 3,308 4,837 5 ,499 939 4,441 10,901 7,376 5,595} 19 
7,154 — —_ _— — ae — CBE KY: 4,068 854; 20 
464 — — — ne — —_ 464 — —_ 21 
1,437,026 2,372| 41,487) 40,366} 280,258) 510,890; 142,002} 102,587; 156,276; 160,788 22 


ALL GOVERNMENTS 
COMPARATIVE BALANCE SHEET 
1926 (') 


Thousands of Dollars 


ASSETS 


SS NN es) en ey ey 


CASH AND OTHER LIQUID ASSETS................. 


TRALISWA Leathe esis estes ser ssc ccs ce eet a ile eisighstaleha ware 


HIGHWAYS, BRIDGES AND STREETS............... 
CANALS, HARBOURS AND RIVER IMPROVEMENTS 


OTHER PUBLIC YWORKS(S dite 5 6. cards Rial ccs aheleia antie 


LIABILITIES 
FUNDED DEBT, less Sinking Funds.................... 


AREASURYUBIL Sion aiid ces cls ses esevccervewunese sie 


ELIMINATIONS 
any Dominion bw ; 
MENTS Dom.- } Prov.- CN R. rinebn 1 aa 
Prov Mun 
255,885} 28,536) 25,416, 120,539) 128,725 60,573 
2,369,992) 2,728) — |2,241,696] 131,024 — 
576,414, — = ie 259,912] 316,502 
82,354, — = 82,354 we 
517,989} — — — 231,959) 286,030 
296,036) — — 296 ,036 — — 
556,782; — _ 33,103) 148,346) 375,333 
159, 468 95; — 92 ,687 66 ,876 — 
16,861), 7 1) 7,858 8,455} 16,259 — 
2644 — -— _ 264 — 
1,673,092) — — |1,669,039 4,053 — 
9,476 — — 9,476 — — 
55,763) — — 55, 763 — a= 
35,565 145, — 21,930} 13,490 — 
1,773 ,896 145} — |1,756,208| 17,543 — 


5,464,802] 61,476 | 33,269|3,569,618] 951,491/1,038,438 
5,093,970) 48,496 {31,951 |3,397,008) 799,544) 977,865 
62,063) fo uy 62,063, | — 

305,158)12,911 | 1,318 | 172,610} 86,204 60,573 
3. SASiihe- on lin we 3xa4s aeons 
268 69 ~ —_— 337 — 

5,464, 802|c1,476 [33,269 |3,569,618| 951,491|1,038,438 


| () As at fiscal year ends nearest to December 31, 1926. 
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ALL GOVERNMENTS TABLE 4 
COMPARATIVE BALANCE SHEET 
1926 (') 


Thousands of Dollars 


PROVINCIAL AND MUNICIPAL 


Prince New Item 

TOTAL Edward ee sdad Bruns. Quebec | Ontario | Manitoba seine Aibertal |, Bras) No. 
189,298 112 9,152 3,815 48,576 56,080 27,458 13,737 13 ,668 16,700 1 
131,024 — — 12,195 16,918 30,208 ves — 35 ,379 36,324 2 
576,414 266, 11,544, 11,608} 57,508} 340,833} 64,191; 31,924 37,594, 20,946) 3 
— ves = —_ ae sat — one fu ae 4 
517 ,989 967 22,905 19,115 98 ,673| 225,747 26,550 27,312 38 ,372 58 ,348 5 
a = a ed =a pee Pel ae he ae 6 
523,679 1,529 14,163 6,002} 191,060) 137,488 45 ,603 35,530 50 , 883 41,421 7 
66,8766 — A 210| 7,000] 12,893} 16,057/ 10,992 6,598} 13,126, 8 
16,259 _— 132 503 533 8,711 4,067 17 788 1,508 9 
2644 — — ~~ — — — 2644 — Le 10 
4,053 — —_— 120 1,693 — 1,665 —_ 575 — 11 
= = = or a i rm 1 sa cel he 
13,490 9 72 30 6,406 17 780 738 2,543 2,895) 14 
17,543 9 72 150 8,099 17 2,445 738 3,118 2,005) 10 


2,039,346 2,883} 57,968) 53,598) 428,367) 811,977; 186,371) 120,514 186,400) 191,268} 16 
49,417 465 2,320 5} 50,130 18 ,452 5,057 6,341 1,763 10,884} 17 


—— | | | | | | | 


1,989,929 3,348, 60,288) 53,593) 378,237; 830,429} 181,314; 114,173} 188,163; 180,384) 18 


1,777,409 2,648} 53,005} 48,764 349,189) 723,609) 151,749) 106,505 172 ,621 169,319} 19 


62,063} — 2,500) — 6,750| 48,000| 1,750 817, — 2,246] 20 
146,777 700i  4,710|  4,829| 22,298} 58,820| 26,656, 5,678) 14,267 8,819| 21 
3,343) 42, — — —_ 1,159] 1,017 13725) 7S 22 
337) >) 31," — — — = 156 150} + AS 23 


2 i Se) 


1,989,929 3,348} 60,288 53,593} 378,237, 830,429) 181,314; 114,173; 188,163 180,384 24 
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ALL GOVERNMENTS 
COMPARATIVE BALANCE SHEET 
1930 (’) 


Thousands of Dollars 


ELIMINATIONS 
Item GOVERN ——————| Dominion 7 
: Provincial | Municipal 
No. ASSETS MENTS |Dom.-| Prov.| cNR | ree! 


Prov. | Mun, 


| A | | | | a 


1 | CASH AND OTHER LIQUID ASSETS...........00000% 353,645) 24,804] 20,710] 123,916) 179,310} 96,023 
2 ARATE WAYS trten tiie sids gree telecine v.04 belies on eeu 2,650,051) — — |2,541,494) 108,557 — 
3). MV PUBLICIUTIEIT IES) UPR Io LAA, 5. es 674,100) — _ o 330,403) 343,697 
4 | HARBOUR COMMISSIONG..........:ccceceeeeeeeeeeees 137,067, — — 137 ,067 — — 
5 | HIGHWAYS, BRIDGES AND STREETS............... 744,551; — — 1,117} 390,005} 353,429 
6 | CANALS, HARBOURS AND RIVER IMPROVEMENTS| 373,792) — — 373,792 a — 
7) | OTHER *PUBMIC WORKS #6.0520.5 .6 SRW cae eee 669,569) — — 40,841) 183,532} 445,196 


LOANS, PARTIAL OR NON-INTEREST BEARING— 


8 Colonization, Agricultural Aid, and Development........ 185,998 oT — 87 ,353 98 , 734 — 
9 EGE rte es 5% os wise Bieccin 018 suse Gee aMls lars oe TE 13,989) — | 10,227 8,472} 15,744 — 
RO SIBDIRE CIGREUIEG oli sch s baa vee ods eueee Meee e none 7,784, — — 3315 4,469 — 
OTHER NON-RECOVERABLE EXPENDITURES— 
il Wie cat ees ts: ss 5/4 ie wie eis aralbve ie ctele Met alec aictan wceetets 1,658,885) — — |1,654,804 4,081 _ 
12 Merchant aviatinesy as oisois so hiss a hicsniel sey aise tees aD 24,951, — — 24,951 a —— 
13 Sihinbuilding ie. cg c.c Ath anc 0 reba Ne tas. hele te end ee dx 55,043; — — 55 ,043 — — 
14 Other atric it aneese doo rary shred eae niente Shoei 58,845) 1,304, — 21,931; 35,610 — 
15 Siib-Totales<cerhc eve eee 1,797,724| 1,304 — |1,756,729| 39,691 — 
16 CUMULATIVE SUB-TOTAL sib. is fuce see es oui nes 7,608,270) 23,679) 30,937|5 ,074 ,096|1 ,350 , 445)1 , 238 ,345 
17 | SURPLUS AND RESERVE ACCOUNTS..............5. 1,434,481) 35,248) — |1,294,842| 104,391 ara 
18 | TOTAL ASSETS, accounting for Outstanding Debt........ 6,173,789) 58,927] 30,937/3, 779, 254/1, 246 ,054/1, 238,345 
LIABILITIES 
19 | FUNDED DEBT, less Sinking Funds.................... 5,678,762) 43,025] 26,212/3,570,561/1,035 ,116)1,142 ,322 
20) JWETREASURYWBILLS 0) ee tees 5 oa tie sees cores ars 91,183) — — a 91,183 a 
2) i FLOATING I DEBT. 2.22, ausci ck eae ae nla wee esac es 393,025) 15,833] 4,725) 208,693] 108,865) 96,023 
22. | - GUARANTEED: BANK: LOANS. (032500500 95.0004 gee 10,270) — _ — 10,270 — 
23 | OTHER CONTINGENT LIABILITIES...............4. 549 mo— — 620 _ 
24° | TOTAL OUTSTANDING DEBE ie encase sees os 6,173,789) 58,927| 30,937|3, 779, 254/1, 246 ,054/1, 238,345 


(*) As at fiscal year ends nearest to December 31, 1930. 


ALL GOVERNMENTS TABLE 5 
COMPARATIVE BALANCE SHEET 
1930 () 


Thousands of Dollars 


PROVINCIAL AND MUNICIPAL 


: Item 
Prince New 
No Saskat- British 
TOTAL 5 iene te ioe Sci Quebec Ontario | Manitoba einer Alberta Coh ee No. 
275,333 111 9 ,936 8 ,383 53 , 703 86,735 36,941 17,710 33 ,099 28,715 1 
108 ,557 ona — 6,251 17,020 36 , 208 aa 7a 11,441 37,637 2 


674,100 470 19 ,383 10,565 82,172); 391,922 69 ,473 35 , 200 39,577 251/338 


— —— — — — — — — pus ee) — 


3 

4 
743,434, 1,713/ 30,265/ 37,115| 131,078] 329,178] 33,799 43,214, 47,667) 89,405) 5 | 

6 

7 


628,728 1 771 17 ,026 7,726} 232,095} 164,718} 49,725) 46,926 59,879 48 , 862 


§8°734) he as 925} 7,000/ 30,776} 17,072) 21,340 8,620| 13,0011 8 
15,7444 — 270 455 758) 1) 8,925). 3113 176 951 1,096} 9 
ar469) | = zh 312 24 289} 2,582 270 992| 10 
£081): s 120) BU Yogs ieee 1604) re BTA iodo 11 
ae we 12 = ou Be = oe ses 12 
= AB oe = = a aa bese oe 13 
35,610 20 453 939) 919/227) 4,647 931 911 3,269 5,913] 14 
39,691 20 453 359| 20/920\\ | 4/6071, 2,625 911 3,843 5,913) 15 


2,588,790) 4,085} 77,333 71,779] 545,058/1,053,133/ 213,037) 168,059 205,347; 250,959] 16 


104,391 332 1,641 2,372! 86,373; 11,187) 10,106 4,384 835 13,481] 17 


2,484,399 4,417| 78,974 69,407) 458,6851,064,320| 202,931; 163,675; 204,512| 237,478 18 


2,177,438} 3,285) 72,363) 54,533] 437,249| 940,870/ 162,862| 135,523 170,452 200,301) 19 
) oe 1,500) 4,745) — 38,940) 8,154, 7,876 9,935, 20,033] 20 
204,888) 1,132] 4,796 10,129 21,436 84,510; 31,355 14,390/ 19,996, 17,144] 21 
10,270) — 315) — ~- — 560| 5,616 S5779h 22 
620) — me — — iS wl 270 sel okabiiees 23 


2,484,399 4,417, 78,974) 69,407; 458,685)1,064,320, 202,931, 163,675; 204,512; 237,478) 24 


8337—3 
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ALL GOVERNMENTS 
COMPARATIVE BALANCE 
1937 () 


Thousands of Dollars 


SHEET 


ELIMINATIONS 


Item GovEEN Rome 
No. ASSETS MENTS | Domi ecove| sate. 
Prov. | Mun. 

1 | CASH AND OTHER LIQUID ASSETS............00005 415, 811)159,485| 15,000| 283,221 

2) /MRAIL WAYS PRE. Re eG erie 3 ae ge 3,089,313) — — |2,975,008 

3) JSPUBLIC UTIETTI“S... INS. hk. Dee 658,956) — — —- 

4 | HARBOUR COMMISSIONS. ............0ecceeeeeeeeees 174,455) — — 174,455 

5 | HIGHWAYS, BRIDGES AND STREETS............... 1,105,428) — — 66,619 

6 | CANALS, HARBOURS AND RIVER IMPROVEMENTS, 413,222) — — 413 ,222 

7. SOTHER PUBLICIWORKS: 7, 2)... 05.5.0. .. CaUR ae 766,414, — — 82,499 

LOANS, PARTIAL OR NON-INTEREST BEARING— 

8 Colonization, Agricultural Aid, and Development........ 253 , 002 87; — 85 ,009 

9 0 idea Rss et SO: SRS A NA MB Ue 2 ek RY of 20,158)  — | 15,000 7,984 
DOMED REC TER ICLGR:. | G5 :h6 go ois sin «Sota es oie Sac 623,248] 2,555) — 317 ,831 

OTHER NON-RECOVERABLE EXPENDITURES— 
11 AE MA i ond rcclyidl NC ks ORINNORE it a eRe 1,646,427; — = 11.642: 333 
12 MM erchantiMietine: «oc. 4 se cate ene eM cc ned caine 23,708) — _— 23,708 
13 BiMDDULINE ARE ois hse Ses oes tea eee eee tne 54,268) — — 54,268 
14 Wheat Bonus and Stabilization... 45.8%. ..0cme «te 27,834, — a 27 ,834 
15 Oa CORE 0. Ny i! A A. oo RAR 7 80,529) 4,203) — 21,946 
16 Sab Cotal. 5 sic fetes ds c/o ans Seotas ye ao ne 1,832,766) 4,203) — {1,770,089 
17\ RCUMULATIVE. SUB-TOTAL. i);... 228.8558. . RE, Ga! 9,352, 773]157,924| 30,000/6,175 ,937 
18 | SURPLUS AND RESERVE ACCOUNTS................ 1,490,042 35,804 — |1,320,91 
19 | TOTAL ASSETS, accounting for Outstanding Debt........ 7,862, 731493, 728! 30,000/4, 855 , 027 
LIABILITIES 

20 | FUNDED DEBT, less Sinking Funds.................... 7,059,291) 41,845] 21,000/4,405 ,551)1,557,452)1, 159,133 
DAA) RECASUIR VEEL Toss his tae nets ae hie gs, Sas oh, tee 252,900)130,377) — 150,250} 233,027 
22 BLOAT INGE Dt MER et ef aa hine, «J ohiea tyne 507,911) 6,569] 9,000 280,826) 130,646 
23.) GUARANTEED BANK: COANS hen ficue sc. aieeieccs obs 40,106) 14,937) — 18,400; 36,643 
24 | OTHER CONTINGENT LIABILITIES................. 2,523) — _ — 2,523 
25> | TOTAL OUTSTANDINGs DED bas tries acute s lc 7,862, 731/193 ,728] 30, 


(*) As at fiscal year ends nearest to December 31, 1937. 
(?) In addition 65,347 paid from Current Account. 


112,008 


304,222 


348 ,000 


449,911 


1,960, 291/1,271,141 


pet | 


112,008 


4,855 ,027/1, 960, 291)1, 271,141 


TOTAL 


307,075 
ARS! 

114,305 

658,956 


1,038,809 


683,915 


168 ,080 
27,174 


307,972 


4,094 
54,380 
58,474 

3,364,760 
133,328 
3,231,432 


2,716,585 
233 ,027 
242,654 

36,643 
2,523 
3,231,432 


Prince 
Edward 
Island 


Nova 
Scotia 


ALL GOVERNMENTS 
COMPARATIVE BALANCE SHEET 


1937 (’) 


Thousands of Dollars 


PROVINCIAL AND MUNICIPAL 


Ontario 


Manitoba 


Saskat- 
chewan 


Alberta 


TABLE 6 


British 
Columbia 


DC OO rr OO | | | | | 


140 


18,076 


62,235 


18,120 


1,014 
460 


13,274 


62,713 


12,137 


989 
463 


1,835 


246 , 704 


247 ,532 


33 , 360 
685 


86,490 


56,462 
40,633 
384,852 


426,614 


195 ,917 


45,730 
10,125 


99 ,370 


53 ,869 


54,150 


13,140 
2,761 


12,733 


—— | | | | | | | TT 


ee Sy Se ey 


833 ,927|1 ,270,539 


74,081 


15,551 


i | | | a | | | a | | 


759, 846'1, 254,988 


116 , 797 


108, 248 
2,250 
6,276 


102,393 


88,165 
5,865 
8,118 

245 


699 ,982/1, 113,823 


9,500 
49,187 


15177 


49 000 
84,527 
7,638 


162,551 
33 ,496 
13,201 


273 ,624 


154,054 
65,786 
27 ,844 
23 , 886 


221,043 


166,423 
27,607 


| | a | | | | 


102,393} 759,846'1,254,988} 209,510) 273,624 


8,520; 116,797 


221, 043 


216,382 
39,523 
28,653 

153 


284,711 
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ALL GOVERNMENTS TABLE 7 
OUTSTANDING DEBT 
Thousands of Dollars 
Item As at fiscal year ends nearest to December 31 


1913 1921 1926 1930 1936 1937 
ALL GOVERNMENTS— 


1 DOMINION OF CANADA AND CANA- 
DIAN NATIONAL RAILWAYS....... 520 ,837/3 ,520 ,039/3 ,569 ,618/3 , 779 , 254/4 , 799 ,412/4 855 ,027 


PANTS 8 58 5< GMO 05 SoH Ne A SE GCM 284,968) 633,342) 951,491)1 , 246 ,054)1 ,836,225/1 ,960 , 291 

SD | AP IVERREGT COLE ed MRICS ier hee ci. 2 lye asso oat 504,652} 803 ,684/1 ,038 ,438]1 , 238 ,345)1 ,278 ,882)1 ,271 ,141 

4 Sruor Ratal yay At). Fes Othe ee 1,310, 45714 ,957 ,06515 ,559 ,547\6 ,263 ,653|7 ,914 ,519|8 ,086 ,459 

LESS INTER-GOVERNMENTAL 
DEBTS— 

5 Dominion-Provincial...............-.. 11,536} 49,692 61,476| 58,927) 177,866} 193,728 

6 Provincial-WMunicipals oy tienes alesis 946; 24,576} 33,269) 30,937} 29,123 30 ,000 

7 NET OULSTANDING DEBT .).......2.5% 1,297,975 | 4,882,797! 5,464,802) 6,173,789! 7,707,530) 7,862,731 

PROVINCES AND MUNICIPALITIES— 

8 PRINCE EDWARD ISLAND—Frovincial..... 962 1,240 2,080 2,830 a peay i} a922 

9 Municipal..... 705 1,132 1,268 1,586 2,226 43997 
10 SHOWOCAL, sue k hai cutter ra at 1,667 2,07e 3 , 348 4,416 7,797 8,519 
it Nova ScoTia—Provincial................ 11,681 21,828} 38,561 55,364, 84,477) 93,097 
12 Municipal). lea aps 12,946} 19,659] 21,727| 23,610] 24,032} 23,700 
13 ‘oY eal Rh ae A | 24,024|  41,484| 00,283} 78,974, 108,509) 116.707 ‘ 
14 NEw BRUNSWICK—FProvincial........... 11,472 28,604, 37,801 52,540 72,818} 81,963 
iS Municipal isi... 0: 6,689} 11,762 15 ,792 16,867} 20,935} 20,430 
16 CSTE SE No ot 2 REST Re ee Te 18,161) 40,366, 53,593| 69,407) 93,753) 102.,393\! 
17 QueBEc—Provincial.................... 31,848) 61,326} 98,438) 104,934; 235,618] 285,629 
18 Municipal! oa... Sees. wk 139,200} 218,932) 279,799] 353,751] 463,741] 474,217 
19 iho had Us 4 UE 70 aes Ana ea 171,048| 280,258| 378 ,237| 458,685) 699,359| 759,846 : 
20 ONTARIO—Provincial..................5. 41,536) 218,954; 406,968] 552,670) 783,798} 807,040 
21 Municipal....................] 131,348] 291,936} 423,461) 511,650) 468,236) 447,948 
22 DUDE Ota ksi Wik. os \edeteteletaelon 172,884 510,890) 830,429|1 ,064 ,320\1,252 ,03411 ,254,988 
23 MANITOBA—Provincial................. 45,579} 72,179) 90,098} 107,652} 125,033) 122,350 
24 IVE CID Eo ote micssosyererncnchakinic 43,619) 69,823} 91,216) 95,279| 86,123) 87,160 
25 Sub+ Potable yp aegis tbe ss ose eee 89,198| 142,002| 181,314, 202,931; 211,156| 209,510 
26 SASKATCHEWAN—Provincial.............. 39,194) 53,094 58,793 99 ,648} 180,533) 215,892 
27 Municipal..... We aa 8 376270 49549S 8) 55,380) 0! 643027) OR. 57, 748ae 579 tae 
28 Ribot alia Le Ls 0) oak 76,821) 102 ,587| 114,173) 163,675| 238,274) 273,624 
29 ALBERTA—Provincial..................5 52,051} 95,844) 122,841) 138,246)(7)170,478)(?)169 , 740 
30 Witiniciparynn hh g Bal 61,568) 60,432) 65,322) 66,267 51,848) 51,304 
31 Sub-Total, Cras 0 bees... a 113,619} 156,276| 188,163| 204,513) 222,326| 221,044 
32 BRITISH CoLumBIA—Provincial Pee Aanut 50 ,645 80,273} 95,911) 132,170; 177,899) 178,658 
33 Municipal.......... 70,950} 80,515} 84,473) 105,308) 104,000) 106,053 
34 SubTotal): aie: he. nine |: 121,595| 160,788\| 180,384| 237,478| 281,899| 284,711 


(*) Does not include 2,695 unpaid interest. (?) Does not include unpaid interest estimated at 6,095. 
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Debt Outstanding, 1913 


Increase, 1914-1937........ 


Debt Outstanding, 1937 
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ALL GOVERNMENTS 


OUTSTANDING DEBT 
INCREASE OR DECREASE 
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TABLE 8 


Thousands of Dollars 
y Elimination of In eor D 
awa Increase or Decrease before Elimination of Inter- 
in Inter-Governmental Debt Government Debt 
Increase he eae iby 
Dominion- Provincial- - M - 
oF Brovinciald Wi Micaieipal Provinces | jtities 
Decrease 
INR 3,584,822 38,156 23,630} 2,999,202 348 ,374 299 ,032 
Baa 549 , 356 10,194 9,000 259,882) 203,870 
PH i 20,820 1,066 127 19,776 10,015 
LA ae 53 , 469 52 434 38 ,491 20 , 869 
27,826 8,219 1,692 34,255 32,715 
43 ,428 1,430 1,466 55,241 17 ,066 
Bh dates 189 , 364 5,540 258 62 , 836 56,451 
Rees 448 ,369 1,300 568 142 , 231 93 ,675 
see ie 426,300 26,682 473 154 ,437 55 ,472 
int 269 , 636 25,441 490 94 ,217 42 ,695 
ee 274,212 13,231 213 85,731 3,998 
Se 263 ,127 27,499 28 117,429 2,998 
A a 295 , 834 29,111 2,398 108 , 743 5,461 
hate 16,759 3,025 1,362 29 ,614 39 ,042 
oa 143 ,074 15,862 877 124 ,066 19,868 
6,564,756 182,192 29,054| 4,334,190) 1,675,323; 766,489 
RECONCILIATION 
| 
Bie a's 1,297,975 11,536 946 520 ,837 284 , 968 504 ,652 
6,564,756 182,192 29,054! 4,334,190} 1,675,323 766 ,489 


7,862,731) mein 30,000} 4,855,027) 1,960,291; 1,271,143 
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ALL GOVERNMENTS 
OVER-ALL SURPLUS OR DEFICIT 
(Excluding debt retirement) 

AS ADJUSTED FOR COMPARATIVE PURPOSES 
Thousands of Dollars 


TABLE 9 


Item 
No. 
1913 1921 1926 1930 1937 
ALL GOVERNMENTS— 
1 Revenue, Current Account joo. .c.3 ah. os 8. 276,771 640 , 064 750,817 788 ,922 995 ,213 
2 Expenditure, Current Account (!)............. 200,201 636 , 405 633 ,117 836,095] (7)996 ,050 
3 Surplus or Deficit,Current Account........... 23,564 3,659} 117,700 47,173 837 
4 EPxpendittire, WW apitalsAccount,., .)....-..06s a6 v4 188 ,637 181,109 151,635 284,719 180,729 
5 Bank Loans and cash collection adjustment (°) — — — — 462 
6 OSCR A yi Ee whet agg, anata Sl a ec RIED AD 2 165 ,073 177,450 33,935) 331,892} 182,028 
DOMINION OF CANADA AND CANADIAN 
NATIONAL RAILWAYS— 
1 Revenue dtCurrent 2aCCOUNT....... 0% +s cree ede on 135 , 203 332 ,508 360 , 290 314,043 464 ,324 
8 Expenditure, Current Account (4)............. 118 , 294 354,467 282 ,545 387 ,844 478,168 
9 Surplus or Deficit,Current Account........... 16,909 21,959 77,745 73,801 13,844 
10 Expenditure,,Capital Account... ais...... 405. 74,358 60 ,441 68 , 140 102 , 082 34,615 
i} Over-all Surplus or’ Deficit .. 0. eo. ea 57,449 82,400 9,605, 175,883 48,459 
PROVINCES— 
12 Revenue, Current Account..................: 44 ,935 90 , 400 1s Sy hey | 173 ,823 244 ,474 
13 Expenditure, Current Account (#)............. 47 ,381 90 ,653 124,559 183 ,400} (258,500 
14.2 Surplus or Deficit Current Account........... 2,446 253 9,198 9,577 14,026 
15 Expenditure, Capital Account. . «gic. 8. se 29,129 62,309 32,126 86,125 118,419 
16 Oy erealnoeninitiret inemenme teint rt 31,575 62,562 22,928 95,702} 132,445 
MUNICIPALITIES— 
17 Reventie,"Current Accounts... 00 oe 109 ,875 230,387| 270,832) 317,155) 309,065 
18 Expenditure, Current Account (1)............. 100,398] 204,883) 240,311} 285,728) 282,037 
19 Surpis, CusenteAccount.7.... 6/98 ...50.d een 9,477 25 , 504 30,521 31,427 27 ,028 
20 Expenditure, Capital Account................ 85,150 98 ,359 51,367 96,511 27,695 
21 Bank Loans and cash collection adjustment (*) or 5 a — 462, 
22 Cereal ete Sereda Ok, oa dah) 75,673 32,855 20,846 65, 084 1,129 
Not included in the above— 
DEBT RETIREMENT CHARGED TO 
CURRENT ACCOUNT— 
23 PMOTE OTD ents Bacher ees acs % wise oe of oe ate le TF Rte ah owe near 
24 Fe dion vusniir dy vrwseeoaoend coe 777 2,634 4,590 5,256 6,271 
25 Mloricusatice.,. oye. .... Ma ee 6,575 15 ,430 20 ,656 27 ,376 29 , 260 
paging VC nd eee a rt ee nae Ar 7,352; 18,064, 25,246) 32,632; 35,531 
INTER-GOVERNMENTAL ELIMINATIONS 
P| FPEVENUEC,) CUPLENCHACCOURE s cabs eters a eleleisisie. ta Seats lelsin titeye ¢ 13,242 13,231 14,062 16,099 22,650 
28 Expenditures CurrentsAccountanias ni. -o.isinsrelelatele eres sols « «= 12,866 13 ,598 14,298 20,877 22,655 
29 Amount included in Dominion current expenditures but not 
in provincial current revenues—Natural Resources Award, 
WrartltODabrac. ct eeitichintics © celtic es, basis ofa Medsiave abe: sieveleuehels —_ —_ — 4,584 ~— 
30 Amounts included in Dominion capital expenditures but not 
ITRDLOMINICIANCADItaltevenuUecsa.u's aniwiris ©ltualisied chine ciclslel el — — 2 1 — 
31 OUHErIACCOUNtS: joe ee ce Perales spices « a8 ests ea euete nie —_ — 2 1 ~— 
32 Variation, due to difference in fiscal year ends............. 376 367 236 194 5 


() Excludes debt retirement. (?) Excludes unpaid interest, Alberta, estimated at 3,400. 


For the fiscal years ended nearest to December 31 


(*) For year 1937 only. 
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PROVINCIAL AND MUNICIPAL GOVERNMENTS 
(COMBINED) 
OVER-ALL SURPLUS OR DEFICIT 
Thousands of Dollars 


jm 


For the fiscal years ended nearest to December 31 


1913 1921 1926 1930 1937 


Item 
No. 


ALL PROVINCES AND MUNICIPALITIES— 


Irevenwe, |Current Accountnoct:... PRS ae gad 154,810) 320,787) 404,589) 490,978 
Expenditure, Current Account...............000: 147,779| 295,536} 364,870) 469,128 


—_———_— | | 


STS MOUTON E VACCOUME as p-sis.'s bikie eee es 7,031 


Expenditure, Capital ‘Accounts. 0.0) 6). 9% 6 sw the 114,279 
Bank Loans and cash collection adjustment........ . 


Ne 


oO np Ww 


GR eT LS DY 5] = RS WEARERS BTS AIRE CT " 107 , 248 


PRINCE EDWARD ISLAND— 


7 RevenienCurrent’Account. 2.80. oe eee sg 672 
8 Expenditure, Current Account... .........0.0..05- 594 
9 Surplus eurrent ACCOUnE Hilo co cctausteniedtueamiueee ¢ 78 


10 Expenditures Capital ACCOUNE :.<\ainmounanmmeentnn © = 59 


11 Overall Surplus ors Deficit. ae... tees dkte «os delle 19 


NOVA SCOTIA— 


12 Reevenue Current: ACCOUNE Soh .c.ue td cibinin'e sunel douse We aiens 4,674 
13 Expenditure, Current Account. cuismscmemanades 4,588 


14 Surplus or Deficit, Current Account............... 86 


15 Expenditure, Capital Account................00-5 705 
16 Bank Loans and cash collection adjustment........ ‘i 


17 Oretsall Deheitn Me... eek: oo) ic estes 619 


Se eS ——eEeEeE——E——EEEE 
aaa S| | SE eEeEaESESaSaoaEaE>— SS] |_—EIL——SEy™T—E——=S==_————SSSSS=—SS= 


NEW BRUNSWICK— 


18 Revenue, CurrentAccount:s 0% 6... PRU ai ide oc Byalo 
19 Expenditure; Current‘ Account! eee... 3,134 


20 Surplus or Deficit, Current Account............... 78 


21 Expenditures Capital -Actount...¢. 24. ee arreiee aia 755 
22 Bank Loans and cash collection adjustment........ * 


23 Over-all . Deh rer ee ies Oe tie eco ee ek he alpieed 677 


QUEBEC— 
24 Revenue, Carrentoaccounte. «2.44. 26 «cee ee ne 29 ,393 
25 Expenditure, Current Account... .. nosis ccc cones 28 , 760 


26 Surplus or Deficit, Current Account............... 633 
27 Expenditure, Capital Account.................00% 11,381 


28 Over-all DeRGit ote oer a we i aaa ae Paes 10, 748 


11,018 


* Information not available. 
(4) Excludes unpaid interest, Alberta, estimated at 3,400, 


Item 
No. 


on > WwW noe 
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PROVINCIAL AND MUNICIPAL GOVERNMENTS TABLE 10 
(COMBINED) (Concluded) 


OVER-ALL SURPLUS OR DEFICIT 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1926 1937 
ONTARIO— 
Revenue; Current. Account... 0.55. 06% Jaws cakces hae 150 ,037 212,740 
PeADONGIL Uren CULTENtL ACCOUNT oi. 54/5 Sisiars oldie cteras s 4 139 ,471 191,791 
Surplus, Current Account... oio0). . ./ sks i Ue ee 10,566 20,949 
Beapeucicure, Capita: ACCOUNL, . cs.) acs jumew als 53 ,389 
Vera eCih ay eer ce cs cs le thane ets howe 32,440 
MANITOBA— 
Be veiuer Ce Urrenc: ACCOUNC, of. oi.is 5 des cela satinte tele 35 ,314 
Expenditure, iCurrenteaccounts:. ... sg ih ss sakes 34,956 
ROUILDIUIS aC MIELOTIE, A CCOUNE soc oe cc) vae-die onary» duouiereulgubeheda aa: 358 
fxpenditure, Capital Account) 2200s. 0 day ie: 3,051 
Bank Loans and cash collection adjustment , hi i 2,613 
Over-all Surplus OTrlDWehicit .. iis. ss dine ose oleh ae 80 
SASKATCHEWAN— 
revenue, Current Account... 5.50.05 6 de wus amine 38 , 136 
Hxpenditure, Current‘Accountii..o5. i Pe ie dees 46.491 
Surplus or Deficit, Current Account............... 8.355 
Expenditure, Capital Account......... 46 cu0ee ee aes. 23.960 
Bank Loans and cash collection adjustment * 4 ‘ 103 
VEl-OU SUPPIUS OF LQGNI CIE. 5 sepsis: ste! x Auer al die oe aso < 25,576 36,418 
ALBERTA— 
revenie, Current Account 2/4. . 2. s+ « so.o's/sia wietes19 oe 36 ,478 38 , 788 
Expenditure, Current Account................... 37,338) (34,787 
Surplus or Deficit, Current Account............... 860 4,001 
Expenditure, Capital Account. ..... 0.0652 amos s 11,753 3,006 
Bank Loans and cash collection adjustment * . be 8 569 
Over-all Surplus orDeficit ........6...02-.00e000. 12,613 1,564 
BRITISH COLUMBIA— 
evento. Curent ACCOUNL..vin cs cee dene smeeie ees 46 , 774 51,932 
Roxpetoituire. Current ACCOUNL. «i. '.> dann c er iele haar 46,720 50 ,956 
Surplus or Deficit, Current Account............... 976 
Expenditure, Capital Account... 0 o5/.056 0). 7,011 
Bank Loans and cash collection adjustment : a : 990 
Oe ETN BS Te | I eS IR FS Rl os eat 2 4 7 5,045 


* Information not available. 
(") Excludes unpaid interest estimated at 3,400. 


8337—4 
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PROVINCIAL GOVERNMENTS TABLE 11 


OVER-ALL SURPLUS OR DEFICIT 


As adjusted for comparative purposes 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


Item 
No. 1913 | 1921 1926 1930 1933 1937 
ALL PROVINCES— 
1 Revenue, Current Account (!)............0000: 44,935} 90,400; 133,757| 173,823} 150,283 244 ,474 
2 Expenditure, Current Account (').............. 47,381) 90,653) 124,559) 183,400) 198,942| (27)258,500 
3 Surplus or Deficit, Current Account............ 2,446 253; 9,198} 9,577) 48,659 14,026 
4 Expenditure, Capital Account................6. 29,129) 62,309) 32,126} 86,125; 24,543) 118,419 
5 Overall Deere bie rscas rene irene ter wiertreitersenelantniinte ois 31,575) 62,562) 22,928) 95,702) 73,202] (7)132,445 
PRINCE EDWARD ISLAND— 
6 Revenue, Current Account (')...........00000 791 868) 1,114 1,161 1,586 
ie Expenditure, Current Account (').............. 705 800 1,074 1 152 1 ,466 
8 SuUrpiis Current ACCOUNES iiss /dicuioie anes ote iets 86 68 40 9 120 
9 Expenditure, Capital Account...............4. 188 48 277 283 470 
10 QOyer-all, Surplus or Deficit jac. oreusmeesh av > 102 20 237 274 350 
NOVA SCOTIA— 
11 Revenue, Current Account (')..............00. 3,344 3,987 6,918 6 , 233 10,112 
12 Expenditure, Current Account (4).............. 1 3,565) 4,960) 6,73 8,189 9,805 
13 Surplus or Deficit, Current Account 221 973 181; 1,956 307 
14 Expenditure, Capital Account................. 2,816) 1,151) 2,373) 3,181 9,345 
15 Onec-ealWOGH eli sacs sce ce tah os clea toe wa ee ts 3,037; 2,124 2,192; 5,137 9,038 
NEW BRUNSWICK— 
16 Revenue, Current Account (1).............000. 2,729} 4,064 6,304) 5,007 7,543 
L7 Expenditure, Current Account (!).............. 33393) 8,958! 6(388r. 5.792 7,186 
18 Surplus or Deficit, Current Account 664 106 79 785 357 
19 Expenditure, Capital Account.............0... 1,484 1,587 7,492 942 9,819 
20 Over-all Dencituse o. cetiswee so cael d Be oko? 2,148 1,481) 7,571) 1,727 9,462 
QUEBEC— 
21 Revenue, Current Account (4)...............0. 8,493] 20,749] 31,060) 42,603) 30,401 56 , 888 
22 Expenditure, Current Account (4).............. 7,960] 12,833} 24,405] 39,585) 45,660 67 ,459 
23 Surplus or Deficit, Current Account............ 533} 7,916) 6,655) 3,018) 15,259 10,571 
24 Expenditure, Capital Account:% 2... 006s. unos 3,831) 6,856 7,218) 12,682 5 71 34,543 
25 Over-all’Surplus or Deficit 5.9) Sn hE UE. 6c hs.c oars 3,298! 1,060 563! 9,664! 20,970 45,114 


(*) Less refunds. (?) Excludes unpaid interest, Province of Alberta, estimated at 3,400. 


TABLE 11 
(Concluded) 


PROVINCIAL GOVERNMENTS 
OVER-ALL SURPLUS OR DEFICIT 


As adjusted for comparative purposes 


ONTARIO— 


Revenue, Current Account (') 
Expenditure, Current Account (1) 


Surplus or Deficit, Current Account 


Expenditure, Capital Account 
Over-all Deficit 


MANITOBA— 


Revenue Current Account (‘) 
Expenditure, Current Account (') 


Surpus or Deficit, Current Account 


Expenditure, Capital Account 
Over-all Surplus or Deficit 


SASKATCHEWAN— 


Revenue, Current Account (!) 
Expenditure, Current Account (1) 


Surplus or Deficit, Current Account 


Expenditure, Capital Account 
Over-all Surplus or Deficit 


ALBERTA— 


Revenue, Current Account (1) 
Expenditure, Current Account () 


Surplus or Deficit, Current Account 


Expenditure, Capital Account 
Over-all Surplus or Deficit 


BRITISH COLUMBIA— 


Revenue, Current Account (!) 
Expenditure, Current Account (') 


Surplus or Deficit, Current Account 


Expenditure, Capital Account 
Over-all Deficit 


() Less refunds. (?) Fourteen month period. 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 | 1921 | 1926 1930 1933 1937 


52,093 
65,113 


13,020 
13,664 


26 , 684 


87,104} 
83,752 


3,352 
32,997 


29,645 


4,081) 7,337 
3,608] 8,225 


473 
2,563} 8,936 


2,090) 9,824 


12,061 
14,527 


2,466 


15,247 
15 ,056 


191 


(?)5 ,842} 9,361 
5,413} 11,415 


429| 2,054 
3,184| 4,739 


2,755) 6,793 


3,462) 7,779 
3,182] 10,621 


280} 2,842 
2,057) 11,745 


1,777| 14,587 


12,191 
16,011 


3,820 
898 


4,718 


10,154) 16,594 
13,310) 17,653 


3,156) 1,059 
16,511] 6,378 


19,667} 7,437 


(*) Includes relief expenditure financed and subsequently assumed by the Dominion of Canada, amounting to 2,239. 


(*) Excluding interest unpaid estimated at 3,400. 
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ALL GOVERNMENTS 


REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
AS ADJUSTED FOR COMPARATIVE PURPOSES 


29 


TABLE 12 


33 


Thousands of Dollars 
For the fiscal years ended nearest to December 31 
REVENUE 
1913 1921 1926 1930 1937 
TAXES— 
Customsrimport Duties Cyr ree 104,691 105 , 687 141 ,969 131,209 112 ,077 
PUKCISC ROC argh ad he ess che Susie dee 21,452 36,755 48,513 57 , 747 52,037 
Nranitiaciirere Omg. bcs). «4 Lame Ganges ee — 6,639 11,053 10 ,474 17,185 
SIE BESS «cy ol us TE RA Sa AlN _ 61,273 81,196 20,147 144 , 360 
Corporation Taxes— 
Income and Business Profits.........,..... 138 64,119 32 ,952 48 ,653 84 ,964 
BOTTA Us SGM AT ES ea AN RAR ROE (2.5 3,352 11,051 14,581 15 ,828 20,780 
PuCOMe Laxes O11 FerTsOns 2... 6 kl he LS 7 40,379 22 ,838 32 ,642 64,351 
BHICCESSION OUITICS IY me sa tT eee 3,611 9,724 15 ,304 20,780 Bo lor 
KSBSOUTMC RE AXES RUE els eo ysis le. Mudiguet bietalenane — — 6,411 23 ,487 38 ,906 
PCA LODCINY / LANES ey oF. a os an kn eee nay cic oan 92 ,067 199 ,376 228 ,640 263 ,826 250,811 
POIVIUISCMMIONU LAKES sek es Sree Peas — 3,032 4,910 4,525 2,838 
DONE VES rhe tg eR oe GE aa ater dia B/eso sllbothbewe altbate 8,199 25,295 32,701 27 ,825 30,733 
Sub-Total—Taxes. 0.000) 00000. 233 ,667 563,330; 641,068| 657,143| 854,799 
LICENCES, PERMITS AND FEES— 
Motor Vehicles, automobile licences.......... 470 8,381 16,014 19 ,907 25 ,937 
Other Licences, Permits and Fees..... 000... 12,580 17 ,646 20 ,824 23 ,310 21,024 
Sub-Total—Licences, Permits and Fees 13,05 26 ,027 36 ,838 43,217 46 ,961 
Pe oLtC DONTALING, peu. 3 oot Le a 14,466 18 ,328 23 ,686 19 ,334 23,619 
DTU OR CONG RO (8) boosie dena) mituocasnnauaeatalte 2,248 7,856 17 ,592 30,985 29,798 
SALE OF COMMODITIES AND SERVICES... 2,633 4,260 6,651 T075 13 ,409 
OTHER CURRENT REVENUES............ 10,707 20 , 263 24,982 31,168 26 ,627 
TOTAL CURRENT REVENUE.............. 276,771; 640,064 750,817) 788,922) 995,213 
EXPENDITURE 
NET DEBT SERVICE, excluding debt retirement 34,794 202 ,475 190,958 232,522) (*)271,339 
NATIONAL DEFENCE... 2.050. cutee cee es 13,781 17,249 14,454 23,256 33 ,614 
PENSIONS AND AFTERCARE........ 94 53 ,688 44 ,503 55 ,341 54,437 
PUBLIC WELFARE— 
RTO ye eh ara eh aE cw) a vocanlg Mime see iauatenenene — 916 168 11,753 126,627 
Md Tet DOLL OU, iG uTRIEN REM Mee (SOMMER By Je A REELS UE 15,121 35,218 43 ,294 72,129 124 ,383 
DOMED ACOINE, 5622 VS va vce f+ 4 9 ayaa. Pode, adda A Sisale 88 ,057 107 ,231 119,191 108 ,899 
HIGHWAYS AND TRANSPORTATION ..... 56 , 663 80 , 747 63 , 838 99 ,570 73,750 
BORE aL DOVE AA Nidhi hrhs ntednniod ced cinet-s-sadepatanrteylgprrneslead ah 12,820 17 ,298 20,045 29 ,236 24,258 
(ot Sy Cg Led BO 4 ig 24 ORY Cie an aida deiraid einer | 5,583 9,424 9 ,944 15,248 14,287 
OTHER CURRENT EXPENDITURES....... 76,836 131/333 138 , 682 177 ,849 164,456 
TOTAL CURRENT EXPENDITURE, exclud- 
Be Cet PELICCINGNE cick. foie ioe 2 eke eye a ohare 253,207| 636,405) 633,117) 836,095) 996,050 
SURPLUS OR DEFICIT, excluding debt retire- 
ave (aA BO oo 28 ae A a ne Ae 23,564 3,659} 117,700 47,173 837 
1 I Duti quoi abi cee woe « 9,935 10,574 16,433 20,094 6,786 
() Geli tek Wesciac Toution bod Tages on [rt A ecbott aoiring 8 11,211 10,994 23,258 | "23,1541 | 20,351 
21,146 21,568 39 ,691 43 , 248 Hp ey 


(*) Provincial; see footnotes (1) and (#) above. 


(*) Does not include unpaid interest, Alberta, estimated at 3,400. 
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ALL GOVERNMENTS 


REVENUE AND EXPENDITURE, CURRENT ACCOUNT 


1913 () 
Thousands of Dollars 
ALL 
GOVERN. Elimi- Re- DOMIN- |PROVIN-| MUNI 
REVENUE MENTs | 22tions | funds ION CIAL | CIPAL 
TAXES— 
Customs) ISIpOEt aU cleS ara4 hs aie’ ws Fo tse um latonepaes 104,691) — — (|(*)104,691; — — 
PUSCISEEIOMTIE St etait iy die ea ae aie alae F.s/ A om ibele planers 21,452) — — {(@) 21,452; — — 
MMIANULACCUTETSS GOES S a5. baa e's tespege oie cle oe asie —_— — oo a — —— 
oats bel KOGA b ae eda a. ete aie ai a 6. 6's, 5 Ter tous Gane ese ook — — _- — — — 
Corporation Taxes— 
Pcomewbaxes, .. PHT. Os os. MOB B <s a he 138) — — 138} — 
WOE ee ME een ctsh, LBs i's [e) Gia. enn ae reaan nate tie eee 3,352; — soe _- 3,352) — 
IncomeeTaxesjon: Persons: . see. s . feisty oe so le 157) — — a= 119 38 
DLCCESSIONMOMEICS. ss ate Re ne als +4 so slauael ey blokes 3,611; — — 3,611) — 
ASOME LARS LN. 0. seeh ee Hae sno ae kes a5 cute s — — mo — — — 
Realteroperny «l AXeS. .fai as nu ye sis Meme cece + ches 92,067, — — — 1,753] 90,314 
PUI SC LEE LAXES,.c. .<coiclregtactene macianeetrouananetenspenticeens — — _ — _— — 
Be Yoh id WSC. A SOMO aL EUROS Ny Si 8,199) — — 19335 347| 6,517 
Siib-Total=-Taxes. 220. fu... . AAR RE 6s he 233,667| — — 127 ,478| 9,320| 96,869 
LICENCES, PERMITS AND FEES— 
Motor Vehicles, automobile licences............. 470} — — os 470) — 
Other Licences, Permits and Fees............... 12,580) — — 1,194, 6,382) 5,004 
Sub-Total—Licences, Permits and Fees..... 13,050) — — 1,194 6,852) 5,004 
PURE] CRD O MALIN seeceny tance tate einen. | 14,466) — — 3,420] 11,046, — 
LIOUOK FLONDIROLins s « piGevia en sy 2s pee tet ade 2,248) — —_ “= 2,248) — 
SALE OF COMMODITIES AND SERVICES— 
Pos PROLLICOC ER ter ohaasiGisie ke oe Gis a cinicia Meenas tees etre 133) — 12,822 12,9555 — -— 
Otherpervicese hi... WHR. Fh... REE ay ia 2,195, — — 1,380 815) — 
PUIDICU tiie yveccOntriDULiONns «15s <.tance oe 6 tales 305, — — — — 305 
SUBS 1D TS ete ie euiesiencle ia dis wun ee alee aerate renee = 12,851} — — 12,851; — 
REFUNDS— 

Birom Wiunierpaittes ay che os) (es rss tip basta eerste: —_ _— 34 — 34 — 
DEC T ear ee icioh ic Oar a c's omer ren eee — — 1,521 76 1,445, — 
OTHER CURRENT REVENUES: <1}. 5.084665 405 10,707 391) — 1,598. -1;803)" 47,697 

Sub-LObahatmetwicctyah: ay ses Gehmee ietde | 276,771| 13,242 | 14,377 | 148,101| 46,414) 109,875 
DISTRIBUTION OF REFUNDS— 
POSt OMICe rere ere eo A Ieee Av 5 vo terete ane — — 12,822} 12,822 — — 
Municipal. cae. geae..cibas aad... . 6 See siesta: 6 o ab eis _— — 34 — 34 — 
Oth Crcamised castor nent itecs sacar. —— — 1,521 76| 1,445 — 
Sub-Totaly, 1406... Bueatens «io ene os sales — —_ 14,377) 12,898| 1,479 — 
NET, CURRENZ REVENGE huts leneloe se eases 276,771 + 13,242| — 135,203) 44,935) 109,875 


SSS ea eee 


() For the fiscal years ended nearest to December 31, 1913. 


(*) Of which 9,935 on liquor. _ 


(°) Of which 11,211 on liquor. 
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ALL GOVERNMENTS TABLE 13 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1913 () 


Thousands of Dollars 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL REVENUE 


na , Item 
Prince New : 
Nova , A Saskat- British 
TOTAL paver Late mee Quebec Ontario | Manitoba Peep Alberta | ¢ at iM abt i No. 
— — — at cB sh — — — — 1 
ra =m ma ma wT 2B as a 7 eave “¥G 
— — — — — — — — — ~~ 4 
138 — — — a _- — — — 138 5 
- 3,352 14 66 60 943 894 349 258 171 597, 6 
157 13 38 Le us — ae er ae 106 7 
3,611 6 53 98 1,605) 1,146 268 74 67 294 8 
92,067 124 2,033 1,105} 16,450} 31,071 9,650| 10,736 9,883; 11,015] 10 
— a a — — — _ a — i 
6,864 68 577 535 1,504 3,203 500 100 125 252) 12 
106,189 225 2,767 1,798| 20,502| 36,314, 10,767| 11,168| 10,246| 12,402) 13 
470 1 a 11 123 106 35 49 46 99} 14 
11,386 40 135 82 2,141 3,191 861 1,779 1,568 1,589} 15 
11,856 41 135 93 2,264 3,297 896 1,828 1,614 1,688| 16 
11,046 7 853 502 1,866 2,887 427 49 57 4,398] 17 
2,248 2 —_ 43 794 902 162 218 127 — 18 
= ao ae tea ml des cae wk ish oe 19 
815 oa! eid 3 47 18 47 461 155 84| 20 
305 — a — — ue. 100 — 205 ae 21 
12,851 382 637 638 1,969 2,396 1,451 2,115 1,261 2,002} 22 
34 — peu ne 34 a 4 se _ -_ 23 
1,445 18 enh 11) A Wee 150 69 13 222 973 os 24 
9,500 15 282 135 1,951 Hey i 1,453 817 1,120 1,156} 25 
156,289 690 4,674 3.242) \c20,577) | 4on454) 15.310). (16,878) f5,058\ eda 3O) 28 
secs ee us Pa = = nie sas = = 27 
34 om a om SS a 0 4 ar ee 
1,445 18 _ 150 69 13 222 973 ae 29 
1,479 18 er — 184 69 13 222 973 Sa 30 


ee eee ee | eee | penne: | | | | RS | SS | SR, 


154,810 672 4,674 3,212; 29,393] 48,385; 15,303) 16,656, 14,785; 21,730) 31 


ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1913 (‘) 


Thousands of Dollars 


—-w™NjDG0u0N32Ffl__lee@@eNrnor'N)—ow@--—20E?0OEnnnNnn.6-r>>W-">])>#9#4OoO0m—=_pP—nN-——nmnaoOoaO00-—0—=oaeaOe=EeTT@aDVX———aanaoooonE0cEcCC00«utsqee5<_oqooq®oqoqnmqnqasaaeaeeeeeese— 
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(‘) For the fiscal years ended nearest to December 31, 1913. 


PROVIN- 
CIAL 


3,255 


1,479 


MUNI- 
CIPAL 


19,713 


100 , 398 


ALL che 
Elimi- Re- DOMIN- 
EXPENDITURE GOVERN:| jetions) | funds | fon 
NET DEBT SERVICE, excluding sinking fund. . 34,794 $64) 95) 12,213 
NATION AT pDIIGIN GEG a ois 5 le, op hysite «0. 4 so peuepmiys 13,781 — 31 13 ,812 
PENSIONS AND AFTERCARE............... 94 — — 94 
PUBLIC WELFARE— 
Dee Te its aE eae ae en Er RR PA Tc — o — oe 
CECE ek BIN ii peda) Agee ool ee Rye eeleae 15,121 — -— 2,617 
EDUCA TION Lia see sak. <li d Sue gees se SOREN 37,515 — —_ 215 
HIGHWAYS AND TRANSPORTATION ...... 56,663) 2,134 113 35 ,467 
PUBLIC GDOMINIOMN essere a 3) fevsishe wee « oie tahape Searles 12,820 16 125 7,707 
AGRICUL TURE ii Wile ot cei MIMO thes Sua ee eas 5,583 — 18 3,278 
GENERAL GOVERNMENT AND OTHER 
CURRENT EXPENDITURES— 
Aininistration, Of JUSCICE. a.c0. 4s sien he te wae 8,361 one 39 3,565 
1 HPAL FEN SGA MEY ie RO SDAib epi ay ih, (OU ohare) 3,456 — — 1,601 
General Government: ....4 1024. 44 6 WA 28,459 — 66 22,051 
Other Current Expenditures................. 36,560 — 212 4,450 
UY Sik We) 6-2 Pay We Ue Me ei ots, Seb 0 76,836 — 317 31,687 
SUBSIDIESs1O (PROVINCES «rc eues sean ee 11,280 — 11,280 
POS TSO Be CBee atyu ie cae tate seek est arate BRate om nee — — {12,822 12 ,822 
Ue Ota be mt eh chil a8. stared Same cena cae 253,207| 12,866 |14,377| 131,192 
DISTRIBUTION OF REFUNDS— 
INGE DOC Dime CMICC rT uk es cles oie: a oercimatont arent — _ 951 — 
INStiOn al DeLEN Can maski uoe died Be eh — _ 31 31 
Highways and Transportation................ — — 113 — 
Public Woman vie ewan ce eek eee a — — 125 — 
PSTICUICUTe ys end Ome atest a6 50 lhe aies oo 6 _— — 18 — 
General expenditures aacu side ssa ses ke eracins — _ 317 45 
POSt Oice, Ac ee ee nate ees Gn be ee — _ 12,822) 12,822 
SubsDotal. eee eke ee ee ee a —_ — 14,377, 12,898 
NET CURRENT EXPENDITURES, excluding 
debt retirement. cue come Wan ane tenes | 253,2071 12,868! — | 118,294 


47,381; 100,398 
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ALL GOVERNMENTS TABLE 13 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT (Concluded) 
1913 (‘) 


Thousands of Dollars 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL EXPENDITURE 


‘ Item 
Prince New 
N y Ze Saskat- British 
TOTAL oo inna ee Quebec Ontario Manitoba nia Alberta ie ace . No. 
22,968 62 811 507 5 ,486 5,888 2,459 2,017 2,758 2,980 1 
— = SS > sos ae a ania aaa Foe 2 
=— and fo oie cai a TA Sip = ra 3 
—- — we ae — — ae =a a —s 4 
12,504 57 578 315 2,440 3,672 1,606 967 770 2,099 5 
37,300 216 1,471 892 6,593 13 , 882 3,100 3,825 3,896 3,425 6 
23 , 443 124 643 642 4,218 5,765 1,295 2,231 1,282 7,243 7 
5,254 6 18 76 738 2,510 92 92 81 1,641 8 
2,323 18 79 59 421 393 87 653 330 283 9 
4,815 26 £7 42 1,257 910 371 688 503 1,007; 10 
1,855 13 92 41 424 370 169 R24 368 151), 11 
6,474 61 126 117 1,029 Lj 15t 542 897 836 1,715)) 12 
32,322 29 759 443 6,338 10,397 4,007 3,967 2,379 4,003) 13 
45 ,466 129 988 643 9,048 12,828 5,089 5,779 4,086 6,876| 14 
‘ at ae st aS Be me at we i 15 
a — — — a5 == — — — — 16 
149 , 258 612 4,588 3,134 28,944, 44,938 13,728) 15 ,564 13,203 24,547| 17 
951) — ul ah = — ~ = 951; — 18 
—_ —_ — — = — — — — — 19 
113 — — —_ 113 Pay == ca sa = 20 
S25 ih, ie s nN an yy 64, — — 21 
18 Le ices ies a i ut ie be at 22 
272 — — — 71 8 13 158 22 aco 23 
— — — am ca oS — —_— —_— — 24 
1,479 18 — — 184 69 13 222 973 << 25 


| | | a | | a | | 


147,779 594 4,588 3,134, 28,760; 44,869) 13,715) 15,342 12,230 24,547| 26 


8337—5 


ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1921 (*) 


Thousands of Dollars 


ALL 
Item fs Re- PROVIN- | MUNI- 
No. REVENUE BO NGS funds CIAL | CIPAL 
TAXES— 
1 Customsamport Duties a... (eaii. hss. ste. oe 105,687 _ — — 
2 FEXCIS@TOULICS Ie ears ais cit cin iaie ss ca diy wea 36,755 — — — 
3 Wiantactiiversnh axes: o. cc o.)e's sissaue's.o-6 ve te meee 6,639 — “== _ 
4 ALES TE AROS EI et ney peel da he vieve es thea tae 61,273 — a — 
Corporation Taxes— 
5 Income and Business Profits............. 64,119 — 2,439 — 
6 COR Ore ie teh Ail leveve ods aid «ule di elem tetas 11,051 — 8,723 — 
7 Income Taxes on Persons...............-0000: 40,379 485 73 
8 DUICCEESIONDOUTICS 2 Ee «oc ceo Se ash wm cekenatera Oe 9,724 — 9,724 — 
9 Gasolinevhaxes... ches. a. )s.. sISe ew 4 th ee —_— — — — 
10 Real rromerty LAxeS. 5.55.6 fa clase tivnies oe 199,376 oe 9,720} 189,656 
11 Amusement Taxes iss seuashee ehwiie eae as 3,032 — 3,032 = 
12 COGN EF aS ES ae oc a ates dust a a /o elehe dee ne eRe nee 25,295 — 1,199} 17,456 
13 SUD-. Otal-— TAXES: «sos cay esicsle ce te one 563 , 330 =a 35. Sac e0r 005 
LICENCES, PERMITS AND FEES— 
14 Motor Vehicles, automobile licences........... 8,381 = 8,381 — 
1S Other Licences, Permits and Fees............. 17,646 — 7,041 8,010 
16 Sub-Total—Licences, Permits and Fees.. 26,027 — 15 ,422 8,010 
2) ews CHONCAIN 5 ices. tlk 6 GREG ob 0 sae 18 ,328 — 14,786 ne 
18 LIOUOR CONTROL 3.4% Ys) Reo. oo ee 7,856 — 7,856 —_— 
SALE OF COMMODITIES AND SERVICES— 
19 Ost CCE iin em edt tues ares rtah tie Ree lad age — 26,402 — — 
20 CJT CT IER V ICES fi. vhs ered we cote 's alacsone eoinpouti ont 3,105 — 747 oa 
21 Public, Utility Contributions... ..5..../0-. 60: 1,155 — ao 13155 
22, MASUBSI DIB ee Uie%, 55a. Oaks 5 SP! ole eo cpus eae — — 11,865 _ 
REFUNDS— 
23 Brom Wine palities si iieiws ois ois s atebeaien — 287 287 — 
24 ther eee ee ee ay ics oe sebicis’ sisuels lohan aeaeee —_— 922 446 — 
25 | OTHER CURRENT REVENUES............. 20,263 — 4,40 13 ,537 
26 SUD Total COR kme aii acs sha doa aes cue tekaebsers 640,064) 13,231|27,611 91,133| 230,387 
DISTRIBUTION OF REFUNDS— 
ae POstiOmice ye is ps nites ah te ai au sk e's ahersteatens — 26,402 -- —- 
28 Refunds from Municipalities................. — 287 287 — 
29 Other ik pase cek. so PiRRiaraens ie Os oso cs Mam eendet — 922 446 — 
30 Sup-=Total ee ery ae wel 2 che ondbsst age es — 27,611 733 — 
31 |} ANET: CURRENT REVENUES Bit at.. .eon. ks 640,064; 13,231; — 90,400} 230,387 
i (4) For the fiscal years ended nearest to December 31, 1921. (?) Of which 10,994 on liquor. 


(*) Of which 10,574 on liquor. 
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ALL GOVERNMENTS TABLE 14 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1921 (') 


Thousands of Dollars 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL REVENUE 


Saskat- British 


N i 4 
TOTAL eet Senta Quebec Ontario Manitoba pentane Alberta Coleisbia 

— mt — a ne wns a aes 1 
— nt ee pA pi sll Mu si 2 
_ — — ae et i ore aie 3 
= _ is bl oa Sale fa Be 4 
2.420) os 169 184 S76) \\ me pe 5 
8,723 33 541 2,051} 3,052 737 604 465 6 
558 50 73 if Ms He ul tee 7 
9,724 11 159 3,005} 4,822 457 309 177 8 
ee ~~ ns me ou 1 i nt 9 
199,376 Sidi 15.713 37,050| 74,058] 21,237) 24,413 18,499 10 
3,032 5 180 405 1,553 ye 181 11 
19,155 171 1,102 3038s) (3) 91173 SOOn WT t36 930 12 
243,007 585| 7,768 46,068 92,842) 23,932} 26,456, 20,252 13 
8,381 38 378 1,983| 2,946 539 701 719 14 
15,051 45 276 3.8701) 8,567) MARS T avo 1,633 15 
23,432 83 654 A 6 Ge | MUD Yd) WN ee 2,352 16 
TANTSG 739 4,440/ 3,725 256 151 456 17 
7,856 49 75 4,398 349 80 58 252 18 
pa Pa ere cnn ae i pl aul 19 
TAT see ri 65 332 119 54 20 

5 is EC SN ins bal 470 BOON |) ee 485 21 
11,865 382 637 2,256, 2,396, 1,471 1,753 1,622 22 
a) ieee bi 31 LOOK Wee 67 89 23 
446 oy ee 172 91 41 32 105 24 
17,939 16 543 3/4191) 5.3171) 1 434bubnange3 2,196 25 
321,520| 1,120| 10,416 66,402} 112,135| 29,309| 34,716) 27,841 26 
he — eet a a Le on 9503 27 
287 ones — 31 100 — 67 89 28 
446 5 — 172 91 41 32 105 29 
733 5 -- 203 191 41 99 194 30 
320,787| 1,115 10,416 66,199} 111,944] 29,268} 34,617/ 27,647 31 
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ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1921 (’) 


Thousands of Dollars 


ALL Oia 
Elimi- Re- DOMIN- | PROVIN- MUNI- 
ae EXPENDITURE GOVERN-| nations | funds| ON yO epee es 
1 | NET DEBT SERVICE, excluding sinking fund. .| 202,475) 3.54! 5} 152,488} 14,389! 36,944 
2 NATIONALMDERENGE le fo men q7:249) 132 17,381 — — 
3 | PENSIONS AND AFTERCARE............... 53,688) — 53,688 _— — 
PUBLIC WELFARE— 
4 PRET Erne ee ee ec e. OU SS owes atc cpeeetegens 916 — ae 500 416 = 
5 Cr VR IIS «idles natant essen mace 35,218) — 112 4,411) 12,133) 18,786 
SME DUC ADION mln iy ROU une. Rye 88,057 se 924) 20,850) 66,280 
7 | HIGHWAYS AND TRANSPORTATION...... $0747, = 179 41,666 8,298} 30,962 
SW PUBLIC DOMINION 1.0)... G8 O00 TR 17,298 48 54 11,914 5,486 _— 
SO WIWAGRICUIZDURE.. 0 euee. Ce / Sa eee 9,4244 — 399 5,992 3,831) — 
GENERAL GOVERNMENT AND OTHER 
CURRENT EXPENDITURES— 
10 Administration of Justice.................05- 14,374 — 37 6 ,870 7,541 
Tt PFC PISLALIOLIN Why cy Chee atars oi cls QIU Sip ile cs o's dedapeeeeee 6,677 — _— 4,176 2,508 51.911 
Wy) General Governmentoy irene aie ee lee 48,109 — 38 36,189} 11,958 9 
13 Other Current Expenditures, j......6.. -b/e.05 58,128 — 253 2,487 3,983 
14 STE 8) 21 Ey TA nen Nee Shee 127,288) = 828} = 49,722, 25,983) 51,911 
15 | SUBSIDIES TO PROVINCES................. — 12,212) __ 12,212 — — 
£61) WPOSTHORBICE. 5H 8) 4,045) — |26,402| 36 447 eae — 
17 See Datalieuteey cee. Cle ein a iM iame ie ne 636,405) 13,598 |27,611 | 381,345| 91,386] 204,883 
DISTRIBUTION OF REFUNDS— 
18 INC DEDUIDONVICE sateen bee ede ee oe ly eee ee — — 5 — 5 — 
19 National Detence es oo ie a sl 132 132 — — 
20 Other Public Welfare. oie.) abcd ce csubsaues — = 112 xe 112 — 
21 Highways and Transportation................ — — 179 — 179 — 
22 Public Domain: ier nea 3 cS oy eine naa a — 54 — 54 — 
23 Agriculture! cain inbatectibe racism sor obhhvnet s — ce 399 310 89 se 
24 General Expenditures..................2000- _ Be 328 34 294 — 
25 Bist Office | see cm haw Lt An TI leak ane — | 26,402) 26,402 — — 
26 Sub-Total hii Pama asnmees cd ae ao eT O11l %60,016 733 — 
27 | NET CURRENT EXPENDITURES, excluding : 
debti:retirement) reskin tired is ihe area ee 636,405) 13,598 — 354,467, 90,653) 204,883 


(‘) For the fiscal years ended nearest to December 31, 1921. 


ALL GOVERNMENTS 


REVENUE AND EXPENDITURE, CURRENT ACCOUNT 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL EXPENDITURE 


Prince New 
N 

ON aaa | eee || ee 
51,333 106 1,314 1,442 

ATGny | oi hs a 
30,919 131 1,234 1,032 
87,130 393 3/300 1,832 
39, 260 159 1,775 1,314 
5,486) — 20 277 
3,831 28 146 73 
7,541 25 32 138 
2,501 25 119 72 
11,958 91 288 261 
55,894 61 uy 9 1,082 
77,894 202 2,161 dU is 
296 , 269 1,019 10,226 7,523 

11 val re 

AT8 bansiaxcs a — 

5 pane 5 Ae 

2944 — — — 

733 55 — — 
295,536, 1,014 10,226 7,523 


Quebec 


54,274 


1921 (') 
Thousands of Dollars 


Ontario Manitoba 


104 ,938 


54,071' 104,747 


Saskat- 
chewan 


3,849 


1,198 

440 
1,489 
4,541 


Alberta 


5,962 


7,068 


105 


194 


= ee | | | | | | 
——— | 


27 ,037 


TABLE 14 


(Concluded) 


British 
Columbia 


6,917 


33,565 


oO oO NY DH NH 
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Item 
No. 


ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1926 (’) 


Thousands of Dollars 


ALL 


Item _| Elimi- Re- DOMIN- | PROVIN- MUNI- 
No. REVENUE eyes nations | funds ION CIAL CIPAL 
TAXES— 
1 Custome! Tmport WOattes Wiiads sie viaie ocle se Gate rece 141,969) — — |(?)141,969 — — 
2 Excise OUtes rum aie scuttle seo. 5,. 08 ae semiee 48 ,513 — — | (48,513 — _ 
3 VATU ACtUPOr Se AROS UE clei lake siete a sik oes eid ele 11,053) — 1) 12 ,602 — — 
4 Sales Paes Nina alee ete sie s osleiss at sel aeees 81,196 — — 81,196 — ~- 
Corporation Taxes— 
5 Income and Business Profits............. 32,952) — — 30,053 2,899 — 
6 Ot ner ea MN ia at 14,581; — BS 9.456 "12,1231" bo 
7 Income Taxes on Persons..........< RE nse 22,838) — — 18 ,043 157 3,278 
8 SuccessionDuties: ONE SOT oe... He 15,304, — _— — 15 ,304 —— 
9 CASON MeN RES Ie velthes sss ai longn's td collev gi where paling ie iaietaianl 6,411 — — — 6,411 os 
10 Reali Property (Laxes oo... cc Vue ssw od salekawe sts 228,640 —_ — - 10,000) 218,640 
11 VATMIUSEMMenty LAKEG. ia, 6 ok) 4 oats ee = 4 Heusen oe 4,910 — — — 4,910 — 
12 CHORE amen nN iy sre bit c(h oie she eins bal eitn Rie uae 32,701 12,186 2,118} 18,397 
13 Sub-Total—Taxes......5...5cceceneccee 641,068 — 1,549 347,020, 55,282) 240,315 
LICENCES, PERMITS AND FEES— 
14 Motor Vehicles, automobile licences........... 16,014 — — — 16,014 (4) 
15 Other Licences, Permits and Fees............. 20,8244 — 8 535 7,818 9,677 
16 Sub-Total—Licences, Permits and Fees.. 36,838 _ 3,535 (23,8632 9,677 
17) PUBLIC; DOMAIN |. Ff. 5 ss eet eee els cate pares 23,686, — _ 4,000) 19,686 — 
18. WEIOUORITICON TROL 65.05... AR Ss ee ae 17,592, — —_ — 17 ,592 — 
SALE OF COMMODITIES AND SERVICES— 
19 POSE OMEN Wai riot Bite a 1e'eic erate .sinia sp stati oie oinipie — — 29 , 06 29 ,069 =r er 
20 Otherimervices i. iii iaicy simon what buatee ions 3,785, — _ 2,879 906 — 
21 Public: Utility Contributions... 5. celle sos 2,8666 — oo — — 2 ,866 
22 | SUBST LS eae tivttaiels sss s terrae aioiraleoateats —_— 1257 am 12517 —e 
REFUNDS— 
23 BF SOUUAVLUTICIOAIIULES 510 ini. sos ieee 6 (rae sites ats “Se _ 1,356 cme 1,356 — 
24 ENCE ee er geile wicia'e's ele e'e'e'w'es ae chiie nei —_ — 3,111 2,071 1,040 — 
25 | OTHER CURRENT REVENUES............. 24,982} 1,545} 1,934 2,677 3,942) 17,974 
26 SUL Oba yar aielerela ia didlvid-s ce be aisle Mtoaree 750,817; 14,062) 83,857} 391,251} 136,153) 270,832 
DISTRIBUTION OF REFUNDS— 
27 FLOSE! CCE Lie ele tate glide Ya abun’ oi cle lotette elas — —_ 29 ,069 29 ,069 — oe 
28 FRACIO LACENIGES oer ate ise alters slehe ss le lohe ate eke — ~~ 206 206 — — 
29 Remission of Excise Tax on unsold Automobiles — — 1,549 1,549 — — 
30 Refunds from Municipalities................. — ~ 1,356 a 1,356 — 
31 Other (less credit to Other Current Revenues). . — _ 1,177 137 1,040 = 
32 Sob-Total oy a ee as. eae u2 ~— — | 33,357, 30,961 2,396 = 
33° “NET CURRENT REVENUES Ii). sees ss cele 750,817, 14,062} — 360,290} 133,757; 270,832 
(‘) For the fiscal years ended nearest to December 31, 1926. (?) Of which 23,258 on liquor. 


(?) Of which 16,433 on liquor. (‘) Particulars not available; included with Item 15. 
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ALL GOVERNMENTS TABLE 15 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1926 () 


Thousands of Dollars 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL REVENUE 


Nova . Saskat- British 

pacer Scotia gain Manitoba chewan Coltmbia ae 
— — — — 1 
— — a a 2 
— _ — _ 3 
— — aa 4 
es — 2. — 5 
116 779 644 1,103 6 
66 45 — 562 7 

19 470 294 757 8 

32 124 118 446 9 
Sa541 6) 128)) 3,870 19,604 10 

5 114 54 444 11 

82 1,425 1,620 1,000 12 
673 9,085 6 ,600 23,916 13 
72 600 555 713 14 

45 270 143 A228 15 
117 870 698 1,941 16 
— 489 1,046 144 LZ 
57 50 417 1,367 18 
uel oa 1 eo 19 
— 5 5 41 20 
— — — 300 21 
382 662 667 1,492 22 
fat ae mi wae 23 
iby — — 4 24 

19 604 256 2,076 25 
1,260 11,705 9,689 31,280 26 
ie wet ai. — 27 
oe ain as — 28 
Hash oy = — 29 
aoe eas 2 oe _— 30 
12 — —_— 3 31 

12 _— — 5 Sa 
1,248, 11,765 9,689 31,277 33 


Item 
No. 


bas 


Oo @M 


uo on oOo Ot 


ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1926 (°) 


Thousands of Dollars 


EXPENDITURE 


NET DEBT SERVICE, excluding sinking fund. . 


NA FIONA TORBEN Breas dcias siiiaie ec epi ae 


AGRICUPPURE yoy cee ste serail s etre ures ete 


GENERAL GOVERNMENT AND OTHER 
CURRENT EXPENDITURES— 
Administration of Justice... oye. 4. % >} sates ee 
RUSSIA CIOIT Oe oh, ivi ven ieee pastries ued tin cca ae 
GeneraliGovernmentis::. t.5.,2.6 ches © Ws oe aekaiale whe 


ECU CALTON cored e tances ran tor eseiie'e is) abeietewponerinatevarceemens 
Highways and Transportation................ 
PHD CHD Ome inn rae marcneiadercioess ensued) wr onc enencraaedy 


PA SEICUUEUIP OT oan, ene tein sb levslere ivi are ate ia Mhatolonets 
General Government and Other Current Ex- 

DENGICUPES RH ys Shake ieee ele ate 
Post Office: (ciel tects c tics seb eee 


NET CURRENT EXPENDITURES, excluding 
debt retirement... tier cena ee ee, ss teins ak 


(‘) For the fiscal years ended nearest to December 31, 1926. 


ALL anine 
Elimi- Re- 
ee nations | funds 


190,958) 1,715 31 


DOMIN- 
ION 


122,763 
14,582 
44,503 


PROVIN- 
CIAL 


24,979 


MUNI- 
CIPAL 


44 ,962 


ee ee ee eee 


——— | | | | | 


14,454 _ 128 
44,503 — _ 
168 — _ 
43,294 1) 1,006 
107,231 27 3 
63 , 838 _ 388 
20,045 40| 106 
9,944 — 66 
14,734 ~ 59 
7,188 —_ — 
45,363 — | 1,812 
69,458 a 689 
136,743 — | 2,560 
— 12,517} — 
1,939 — |29,069 
633,117) 14,298 | 83,357 
Aue sti 31 
gue to 128 
a — | 1,006 
pe bl 3 
aah a 388 
pls — 106 
Les ae 66 
ae — | 2,560 
see — | 29,069 
cn — | 33,357 


633,117; 14,298) — 


282,545 


124,559 


240,311 
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ALL GOVERNMENTS TABLE 15 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT (Concluded) 
1926 (') 
Thousands of Dollars 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL EXPENDITURE 


TOTAL Edward ae Brune Quebec | Ontario | Manitoba | Saket |  aiperta Peis ‘No. 
69,941 153 2,167 2 ,086 16,981 23 , 432 4,242 7,661 7,885 1 
— — = ~- — -— — ue 2 
tk jai eo a ae — a me 3 

90) — ee = Bi 31 at, 4 
39,206 123 1,398 1,100 6,575 3,244 Zvlo 4,222 5 
105,975 448 3,676 2,700 18,375 12,743 9,321 8 ,023 6 
49,264 196] 2,012; 1,387] 11,684 3,633 3,978 4,800/ 7 
8,900 1 209 177} 3,460 105 127 1,919] 8 
4,171 33 141 107 1,532 299 386 408 9 
8,517 28 55 146 2,590 972 985 755} 10 
2,384 20 108 90 835 205 351 yD | aw eb 
12,116 94 315 231} 2,993 1,342 1,033 1,702} 12 
66, 702 Asi 703), 1,354) ,13 815 6,215 3,094 6,227| 13 
89,719 207 2,201 1,821 19 ,633 8 ,734 5,463 8,915} 14 
gl el (AT EMM TT dhs ay eh 15 
al oe “a em — — a me 16 


| | | | 


33,031 29 ,670 35,672} 17 


——— | | | | 


A eg a ai 31 a A i 6 

os a ~~ — — — -— -- 19 
1,006 — a — 13 a 154, — 20 
pumice a a at cl Milica o 21 

388} =| “i 88 os — - 22 

1065 se ius ai 200. ee _ 23 

66 19} 9)nfFe 7 a ae a a 24 

796 ooo ae a 106 200 149 23 a 
2,396 Pin nes a 238 205 303 23| 27 
364,870, 1,149, 11,804/  9,378/ 78,002} 139,471 32,826, 29,367,  35,649| 28 


a 
lll Tl 


&337—6 


ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1930 (‘) 


Thousands of Dollars 


ALL 


ee Se ee ee eS ee eee 


ee REVENUE 
No. 
TAXES— 
1 Customs moore Lou leSe4i sees ba es eB ie se 
2 EXCISE DOCLIOS Hs ee Aik wis GA ies A eee ee 
3 IMI ANUFACTTITETS VAKES foie ssioe ae os 3 ose sera a ae 
4 SOlES SL ARES Fee ee ere ihe tats coco d aus ie a eee 
Corporation Taxes— 
5 Income and Business Profits............. 
6 CET Gee eda ie ahs etcta Gie <ds, ¢atbthte dite irs’ o; oo tememel iee 
7 Income Taxes on Persons..............000000- 
8 Succession Duties: 220 fF. oe oe cn ew ene 
9 CSASOHNOREARES 4) OME ie lorie itl ie haa aa eS 
10 PROG HODECEY LL AXES. bios c eic cca e hs cle wu aleie betes res 
11 Amusement) TAXES . ish). occ. ele ss cs oe 
12 COL OCE MURA SES TLR het cys ict Act alaihcte c bei a ene ene 
13 Sle POtAl—— LAXxeS:..sicc se Ga ww ate daeaeee 
LICENCES, PERMITS AND FEES— 
14 Motor Vehicles, automobile licences........... 
15 Other Licences, Permits and Fees............. 
16 Sub-Total—Licences, Permits and Fees.. 
17 PUBLIC VIDOMAIN .. 25.55 ct o's spi marcls « a 
18 PIO BMORBCON DRO fais. Jicrc6 sid ore ssid hho beeen st 
SALE OF COMMODITIES AND SERVICES— 
19 POS CHOICE tas vice wo each ones Ea oie ee 
20 Other Services eee cats ee en Denied 
21 Public 'Vtidity Contributions. 3 s3h< boi.0 0 Hae 
22 SUBSIDIES AND SPECIAL GRANTS........ 
REFUNDS— 
23 Brom) iMianicipalities 5)... diss eielecae wlan 
24 CEE aerate ie ams. oid cela! W bo ielle Ware ails 
25 OTHER CURRENT REVENUES............. 
26 SUL OC is SUR ats fore: a iar belles: ols 6 CEE 
DISTRIBUTION OF REFUNDS— 
27 POsE'OMCESY ty tet ate eGR Ss eiha 4 ic Ra ee 
28 Radio Licences Spe ae ae Se eae 
29 Refunds from Municipalities................ 
30 Other (less credit to Other Current Revenues). 
31 SubeTotalici: toe wee et). Lee 
32 NET: CURRENT) REVENUES ieee. ccusenas 


() For the fiscal years ended nearest to December 31, 1930. 
(?) Of which 20,094 on liquor. 


GOVERN-.-| Elimi- PROVIN- | MUNI- 
MENTS nations CIAL CIPAL 
131,209 ae ae at 
57,747 — pa bee 
10,474 — aah. a 
20 ,147 asl fare mn 
48,653 — 4,195 — 
15,828 — 14,325 _— 
32,642 — Opa Bp: 3,896 
20 ,780 — 20,780 mom 
23 , 487 ne 23 ,487 — 
263 , 826 a 6,708} 257,118 
4,525 a 4,525 — 
27 S25) | | 1,534 21,760 
657 , 143 — 77 ,676| 282,774 
19,907 a 19,907 ‘ 
23,310 — 8 , 747 11,294 
43,217 — 28,654 11,294 
19,334 — 17 ,037 — 
30,985 — 30,985 — 
3,904, — Il SON ane 
3,171 — — 35171 
ond 14,27 14,276 —_ 
ot 3.0051) ime: 
=e no 1,511}, 
31,168} 1.82 4,036] 19,916 
788,922} 16,099 35,37 178 ,349| 317,155 
— “ 3,01 — 
at a 1,51 we 
ca a 4,52 aan 
788,922} 16,09: 314,043) 173,823) 317,155 


(3) Of which 23,154 on liquor. 


(*) Particulars not available; included with Item 15. 
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ALL GOVERNMENTS TABLE 16 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1930 (') 


Thousands of Dollars 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL REVENUE 


New Ae Item 
Bruns- Ontario | Manitoba pense Alberta Pog tena No. 
aks er oH ef 1 
Ha ne aa ss 2 
2 wk — sss 3 
ad ae as a 4 
a eee ws 5 
457 1152 987 994 6 
— 845 — 136 7 
289 11,229 452 318 553 8 
646 10,757/ 1,185] 1,919 1,932 9 

oie gf 109 ,671 21,186 23 ,836 20,216 10 
92 338 — 241 11 
1,680 10,192)  1,060/ 1,330 995 12 
6,981 T52177. 26 ,230 28 ,390 25 ,067 i 
874 1,127} 1,887 1,711 14 
193 1,179}. 3,448 1,796 15 
1,067 LEAT. 2,306 IIIS 3,507 16 
880 319 425 795 17 
1,544 10,285  1,930| 1,553 1,888 18 
a ore i buss 19 
Dit 61 38 34 20 

a 250 827 1,050 21 
1,267 1,586] 1,938 1,671 22 
— — — 275 23 
— 37 282 159 24 
279 1,819 2,704 2,466 AS 

12 ,039 191,764 34,538 41,492 36,912 26 
ao tee i ae 27 
ae ue a = 28 
oe — — 275 29 
— 37 282 159 30 
— 37 282 434 31 
12,039; 114,564) 188,650 34,501 41,210 36,478 32 
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ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1930 (*) 


Thousands of Dollars 


Item Re- | DOMIN- | PROVIN- | MUNI- 
No. EXPENDITURE funds ION CIAL CIPAL 
1 | NET DEBT SERVICE, excluding sinking fund. . 12; 149,098 29 ,488 55,740 
2 it NATIONAL  DEBEN CH cshocuien see bie eens 159 23,415 — — 
3 | PENSIONS AND AFTERCARE............... _ 55,341 — — 
PUBLIC WELFARE— 
4 FREDO RG he 20, nfs Rs a, 30 AE pid ins''a  elotedoyae — 4,432 4,096 3,225 
5 CH OR eeterneee Mie ce etre tain ely) Mina a Hu Od a ee 4| 2,806 13,266; 33,388) 28,285 
Ob {RECERCAT LOIN eens eeetie 5 ala lane « slain ce ieee 5 702} 33,780) 84,705 
7 | HIGHWAYS AND TRANSPORTATION ...... 352 29,083} 28,680; 42,159 
SU WEUBLICIDOMAIN abodes. dais ode RMew ae 119 14,155} 15,255 —_— 
OH WAGREICU EUR By 0) pnd et. Ue ene. et ae 162 9,143 6, 267 — 
GENERAL GOVERNMENT AND OTHER 
CURRENT EXPENDITURES— 
10 Administration of Justicé yo... Tei ih ei ees 100 8,415 11,643 
11 Ts RY (6) § hee iA Re gy REPU Cac REE Al lef Syrian tu ~ 4,909 3,207 71.614 
12 General Government: Gad) de ewe ee. Sean 690 46 ,637 15 ,618 : 
13 Other Current Expenditures: )j2> 2. oie 754 4,764 6,504 
14 SiOraly es wei crs civ ialsiae cine eee eke oc 1) 1,544 64,725) 36,972) 71,614 
15 | SUBSIDIES AND SPECIAL GRANTS TO 
PROVMN CIWS ers ab cli a ne Uae e ee OR eh ee a 19 ,036 —_ — 
IGE POS PROBE hier t) Vases Go da ae tun cata A nae oe 30,212| 36,293 — — 
17 Sub-dotaly ic getes oh. ie AR, Ce ae 20,877| 35,371| 418,689| 187,926) 285,728 
DISTRIBUTION OF REFUNDS— 
18 Neti Deptiservice rns 0s get a watn aes 12 — 12 ea 
19 Nationalipetence. als occ 5s ie ee cakes sees 159 159 — ae 
20 Other Buble Wellarey vai iciwieibirerm «pln os tyehs ae 2,806 a 2,806 7 
21 Eecucations sce react Wakes ban cidpiass cbhabenas 5 os 5 Sr 
32 Highways and Transportation................ 352 — 352 one 
23 Public Domaine mem ea cnon eile s ws oa nae 119 — 119 — 
24 ASTICUIEUTE ai Lope peer gL attial ee Sito yes 162 — 162 — 
25 General Government and Other Current Ex- 
PENAICUTES ss Meee we elt hatue ss ofers/slinminate 1,544 474 1,070 — 
26 Post: ORCC .-aresse nic pe tare aera stoma aie ayo eters terriers ote 30,212) 30,212 — — 
27 Sub-Totalic's:. G-eheaares aes tencl ale gang 35,371] 30,845 4,526 — 
28 | NET CURRENT EXPENDITURES, excluding 
debt! retirement ay anise Puerak He cists « oe 836,095) 20,377, — 387,844, 183,400) 285,728 


() For the fiscal years ended nearest to December 31, 1930. 
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ALL GOVERNMENTS TABLE 16 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT (Concluded) 
1930 () 
Thousands of Dollars 


Se 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL EXPENDITURE 


: Item 
Prince New 
Nova F s Saskat- British 

TOTAL Edward eubitl Bruns- Quebec | Ontario | Manitoba | “estat Alberta’ | ores. || No 
85,228 199 2,703 PEERY 19 ,922 30 , 484 6,007 5 ,639 7,661 9,891 1 
ae Me nu a a5 hat a ‘i uu ae 2 
je Va) aualt ee: bob cal et dN ae tele 3 
7,321 5 70 55 837, 1,204 1,028] 1,933 937 1,252| 4 
61,673 15th wal 7S) 1,111) 109724) | 26,487) | $)364)| | 5 88s 4,029 6,207} 5 
118,485 488| 3,786 2,823} 20,201] 47,496, 98,823] 13,367} 11,715 9,786] 6 
70,839 380| 3,183) 2,469| 18,737| 24,636, 4,371) 5,244 6,161 5,658] 7 
15,255 2 371 353, 6,126, 4,595 452 376 366 2,614, 8 
6,267 42 226 243 2,616 1,357 271 518 523 471 9 
11,643 51 139 309 "S0737) 13128 890| 1,097 1,216 1,076] 10 
3,207 22 117 105 869 1,024 187 300 392 191} 11 
15,618 107 448 316, | 3'ob3] | | 4ysos! Dons" aes 1,327 2,288] 12 
78,118 g2} 1,819| 1,292) 18,243| 33,056 5,264, 7,518 3,445 7,399| 13 
108 ,586 262 2,503 2,022 26,751 41,536 7 ,504 10 ,654 6 , 380 10,954, 14 
ibe sets fo Hs 9 au it te ute ak 15 
zs on po bi a ue dal. ae a = 16 


| | | | | | | 


473 , 654 1,529 14,577| 11,798| 105,914| 177,795; 33,820| 43,616 NY 4 46 ,833| 17 


Tele ul ei ee A ge we wis kite ues 18 

aa ee a -- te si an ds hes met 19 
2,806, — a ie. 98] 2,270 26 49 301 69] 20 
5 2 ae at Me, as 5 aut oa 21 

yd eee iad ix 30 Cy kul a nt ee: 22 
11900) 3 ae 2 AH Wapgoned <0} athe na 23 
162 = oh at 67 a dite Sot a 24 
ye cas ian 299 436 11 147 133 44) 25 
a se ss as aa ae bok Os ed ital 26 
4,526 EA eee a 508| 3,114 37 282 434 113| 27 


469,128 1,491; 14,577; 11,798] 105,406; 174,681; 33,783) 43,334 37,338 46,720) 28 


Dee a a 
——ooooooeoeoeeeeeeeeeeeeeeeeeeeeEeeEeeoeoeeoeeoEoaoanDna@QQalahnaquOCOCQoauoaaoaoaoaoaoaaoaeae ee eeeeeeeeeeeeeeeaaoaaoa@aqaauaaeeeeeeeeeeeee eee ee SSSSSS_<{q«~; saa_Saaaaaa«> 
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ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1937 () 


Thousands of Dollars 


ALL Sie 
tiem _| Elimi- | Re- | DOMIN- | PROVIN-| MUNI- 
No. REVENUE es nations | funds ION CIAL CIPAL 
TAXES— 
1 Custonis/Import: Duties ees, 112,077 — — |(?)112,077 aoe —- 
2 EUXCiSG SOULIES aie er atis i) indies 68a 458s Cen ean 52,037 — — | (*)52,037 — os 
3 Manufacttirerst) axes sues cdi. coca ds ate nelle 17,185 _ — 17.185 — — 
4 SSIES ANOS er etree ge vis) dics! as «vcr otein Siete 144,360 — — 138,055 1,893 4,412 
Corporation Taxes— 
5 TICORMSM eter eis) osi!s, 5, Miele te tones esa oiblne eee 84,964 — — 69,768) 15,196 — 
6 Other 0) Whe Has. dee 209780) feel 1,974, 18, 80608.) — 
7 ICOMeE WL axes Ol HETsOns.. oie acs eds dae 64,351 — — 50,597 11,884 1,870 
8 SUCCESSION TITIES ee esc \s Susleeus: cus (eis steele wi 35,757 — — — 35,757 —_ 
9 CaSOMT ee aXe He sick ais ices ge oilsloiave aie ates rae 38,906 — = a 38 ,906 oe 
10 Real!Property: Taxesn iy) aos. ek oy a 250,811 — _ — 5,875} 244,936 
11 WAITIUISOMIENC tL AXES As Gs «6. culiai a ebedens aa lerh ohana ee 2,838 — — — 2,838 — 
12 LO po utord # (pcb oc UNG, ON P= OPM 5 PR 30,733 ~~ — 7,391 3,005} 20,337 
13 Sil OFAl— Taxes, cits ic.c Monte cies acleemane 854,799 — —| 449,084 134,160) 271,555 
LICENCES, PERMITS AND FEES— vn 
14 Motor Vehicles, automobile licences........... 25,937 — — —- 25 ,937 (4) 
15 Other Licences, Permits and Fees............. 21,024 — | 2,023 4,353 8,240) 10,454 
16 Sub-Total—Licences, Permits and Fees.. 46,961 — | 2,028 4,353| 34,177; 10,454 
D7) OU) ES COONAN «ches cals, uls ce ce ci Btusimiianeial eden hesne bs tke 23,619 — — 2,484 21,135 — 
1S (Ee EIOUORT CONDTROLAAE. t fay sia soe dar are cues 29,798 — _ — 29,798 — 
SALE OF COMMODITIES AND SERVICES— 
19 POSTEO CO aie cid ov atte) ssi e Ibew: al eMorwree enema Me 3,250 — |32,296 35,546 — — 
20 (UNH SeIICES Ao ct Be aiars ates Mere ucateralee oma aes 3,984 — — 3,019 965 — 
21 Publicujulty, Contributions. 2.50 J. een 6,175 -- — — — 6,175 
D2 OU PLD UES are «21s \afuce ol s-dauaci'n-e Abohegesaman ere Bua eeae — 21,184, — — 21,184 — 
REFUNDS— 
23 Bromp Municipalities siis. SU ea it és cia ie Hes ols ore — — 734 — 734 — 
24 CNS r rr ele et ie ai eats Ie ee — — | 3,849 2,030 1,819 — 
25 | OTHER CURRENT REVENUES........0.5..5 26,627) 1,466 640 Hy | 3,055} 20,881 
26 SU 2 Oba ee sta ae ai ca ss teil walle 995,213) 22,650 |38,262 | 500,033| 247,027| 309,065 
DISTRIBUTION OF REFUNDS— 
27 POStiVOMmice rae ie hdr rie ohare tedaacd ais n'a: or aret ain — — | 32,296, 32,296 =a Sages 
28 Canadian Broadcasting Corporation.......... _— —_ 2,023 2,023 me — 
29 RReHEMACES Seo cine ie tonto ie od a are cha ayaa — _ 1,185 1,185 eal — 
30 Miuanicipaliiy incu as csatentarrnie ©» Wale SP ELIe Handled — — 734 — 734 — 
31 Other AN Mes da ve Arteta cae — — 2,024 205 1,819 — 
32 SSUDL LOCAL sissies ys see's aetaly «Nic ice igloyolsale To — | 38,262) 35,709 2,553 — 
$3) W/ NET CURRENT REVENU Bor ceo. .scisecters 995,213] 22,650, — 464,324, 244,474, 309,065 
() For the fiscal years ended nearest to December 31, 1937. () Of which 20,351 on liquor. 


(?) Of which 6,786 on liquor. (*) Particulars not available; included with Item 15. 
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ALL GOVERNMENTS TABLE 17 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1937 (?) 
Thousands of Dollars 
DISTRIBUTION OF PROVINCIAL AND MUNICIPAL REVENUE 
pote Item 
Prince New : 
Nova 4 Saskat- British 
TOTAL acide Scotia ee Quebec Ontario Manitoba cee ie Alberta Columbia No. 
= = — Ls se a tl — oe — 1 
— — aS — — — — SS — — 2 
=a = se —_— —_— — — = — == 3 
6,305 — — — 4,412 —- — 1,292 601 — 4 
15,196 — — — 4,532 3,798 607 281 590 5 ,388 5 
18 , 806 165 1,122 520 57133 6,579 1,247 938 1,542 1,560 6 
13,754 34 47 129 1,694 6,041 2,789 353 665 2,002 Z 
35,757 45 504 398 11,197 20,214 404 241 1,326 1,428 8 
38,906 269 1,971 1,640 7,298| 17,644, 2,316 1,995 2,610 3,163] 9 
250,811 412 7,059] 4,450! 60,433] 107,980] 17,000] 16,482 17,390| 19,605] 10 
2,838 11 147 89 975 873 175 14 165 389) 11 
23,342 181 1,502 1,781 5,856, 9,856 1,130 1,130 920 986] 12 
405,715 Lilie 42,302 9,007| 101,530| 172,985 25,068 Zayhao 25,809 34,521| 13 
25,937 145 1,409 875 7 ASA 8.7771) woe 1,581 eae 2,871] 14 
18,694 55 306 210 6,155 5,201 1,204 2,167 1,506 1,890) 15 
44,631 200 L715 1,085 13 ,339 13,978 och, 3,748 3,278 4,761| 16 
21,135 oe 832 1,087 6,362 5,350 603 800 1,686 4,415} 17 
29,798 40} 1,441 1,105 7,052} 10,456, 1,753/ 1,266 2,590 4,095] 18 
ee a i Lis Le ae ui pan a 19 
965 4, 32 22 524 86 36 24 60 197; 20 
6,175 — 181 — 900 1,064 525 1,019 1,798 688) 21 
21,184, 657 1,953 1,567 2,592 2,941 2,453 5,620 1,776 1,625] 22 
734 2 _— — 55 111 — — 307 259! 23 
1,819 3 — — 602 424 49 184 389 168) 24 
23,936 40 801 255 8,857 5,880 1,749 2,933 1,791 1,630] 25 
556,092 2,063 19 ,287 14,128| 141,813} 213,275 35,363) 38,320 39 ,484 523991) 26 
ae — oe as a aes ae a = 27 
_ “s Bo ay — aN a 8 a — 28 
— — = _ — — we eee ras a 29 
734 2 — = 55 111 — — 307 259} 30 
1,819 3 — a 602 424 49 184 389 168} 31 
2,553 5 — — 657 535 49 184 696 427| 32 
553,539 2,058} 19,287} 14,128} 141,156) 212,740; 35,314) 38,136 38,788 51,932) 33 
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Item 
No. 


ALL GOVERNMENTS 
REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1937 (') 


Thousands of Dollars 


EXPENDITURE 


a | a | a | I | a | a | 


o oN oO Oh 


28 


NET DEBT SERVICE, excluding sinking fund. . 
NATIONAL DEBEONG Hii. <a k «lees © wie epee 


PENSIONS AND AFTERCARE............... 
PUBLIC WELFARE-— 


AGRICULTURE jn) Hk. Bl. Se ees Seine 


GENERAL GOVERNMENT AND OTHER 
CURRENT EXPENDITURES— 
Administration of Justice;. 227) 0s os ci wee et 
PEC OLN ATION ct) acts chy Gis alee no gheasuecn a vein epehaie iets 
CICHICraICNOVETHINENt 1... 5 oe three Ce ee eee 


SUBSIDIES AND SPECIAL GRANTS TO 
PIO MIIN CIOS oats iio ost ghee teehee ene 


POS TROP RICH A Wasminediiiy FANE. 6, AMM 


SUID DOCAL Te sca ede tae Ue Tet 


DISTRIBUTION OF REFUNDS— 


Wattonalpmetence a)... os Ws cee se ck 
Relief 


coco e ero ec eee ee ee ose es eer seo eeereeaese eee eeee 


FOAuCAtION Se ne cre ee ke cate Ce ae nT 
Highways and Transportation................ 
aque) pfer! Ol orvat-\eecuben). 0 Milita pa eeeOIeR 1s Ape 


PA STICUNCURG satay CRY etnies a) 0 alls! sgeve 3s) 6 athad arene 
General Government and Other Current Ex- 

DEN CICULES. 55.) ene ails é 0 6 'da see ne 
POSt) OP Ce biiccis seit vaeieet ie Ne ioliads tacit ced bok ana Pobre’ 


NET CURRENT EXPENDITURES, excluding 
debt retirement: :)c/e:1. tis ee ae ae ian ose ce 


ee For fiscal years ended nearest to Dec. 31, 1937. 
2) Does not include unpaid interest, estimated at 3,400. 


271,339 
33,614 
54,437 

126 ,627 

124, 383 

108 ,899 
73,750 
24,258 
14,287 


21,911 

5,758 
57,698 
79,089 


164,456 


Elimi- | Re- | DOMIN- | PROVIN- | MUNI- 
nations | funds ION CIAL CIPAL 
1,428) — 167 ,043 50,911 54,813 
— 194 33 ,808 — -— 
— — 54,437 ~ oe 
g} 1,280 67,349] 42,942 17 ,608 
25 823 43,834 45,782 35,615 
dod 385 272 32,506 76,506 
— 108 18,000) 25,299) 30,559 
— 46 9 ,844 14,460 — 
— 12 8,065 6 , 234 —_— 
ahs 181 10,403 11,689 
— — 2,533 3225 
— | 595| 38.950) 19,343/;. 9936 
— | 2,342 5 ,833 8 , 662 
ev S118, 57,719| 42,919 66,936 
21,210; — 21,210 — — 
— | 32,296 32,296 — im 
22,655 | 88,262) 513,877| 261,053) 282,037 
194 194 — -— 
— 1,280 1,185 95 — 
— 823 — 823 — 
as Sasi 385 dl 
— 108 — 108 — 
46 — 46 — 
_— 12 —_ 12 — 
— | 3,118 2,034 1,084 — 
— | 32,296 32,296 — — 
— | 38,262| 35,709 Fee ey — 
— 478,168! 258,500' 282,037 


996,050! 22,655 


109,855 


543,090 


12 
1,084 


2,553 


540,537 


8337—7 


| | | | | | | 


| | | | | | | 


a | | | | | | | 


| | | | | | | 


| | | | | | | 


1,983 46,491 


Nova 


18,295 


New 
Bruns- 
wick 


12,841 


ALL GOVERNMENTS 


REVENUE AND EXPENDITURE, CURRENT ACCOUNT 
1937 (’) 


Thousands of Dollars 


Quebec 


29,608 


148 ,437| 191,791 


Ontario 


Manitoba 


34,956 


DISTRIBUTION OF PROVINCIAL AND MUNICIPAL EXPENDITURE 


Saskat- 
chewan 


Alberta 
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TABLE 17 
(Concluded) 


uo aoa NN ODO OA 


Item 
No. 


ALL GOVERNMENTS 
REVENUE— CURRENT ACCOUNT 


ANALYSIS BY SOURCES 


Thousands of Dollars 


TABLE 18 


For the fiscal years ended nearest to December 31 


1921 


ES | en ee 


“I oO) Un 


TAXES— 
CUSTOMS IMPORT DUTIES (Dominion) 


EXCISE DUTIES (Dominion).............. 


MANUFACTURERS TAXES (Dominion)... 


SALES TAXES— 
TOOONEDIN TON Gre oe i vcs ws donates «ahaa MME eats 


PROVINCIAL AND MUNICIPAL— 


Quebec—Municipal.........5.0..0.80).- 
Saskatchewan—Provincial............... 
Alberta-—Provincial......... 0908. 0.4. 2eees 


Sub-Total—Sales Taxes.............. 


CORPORATION INCOME TAXES— 
IDOWEENION Ds Sati be ice peels ah Se hate 


PROVINCIAL— 


0) Ye} 0 1M Sa OPA A | 
ONEALIO Fed iv ddanthe. gis, Hees le Le 


ADVE STIUONIAY ctsisiihs Riek sls so SA Ol a ee 
paskatchewan: ce ords s Mea dio steers 
PRIDE CEA at ahd es bial Ni ie UN Sy ide 


Sub-Total—Corporation Income Taxes 


OTHER CORPORATION TAXES— 
DOOM UENTON ae wie wale sete Snaie on |p! andes 


CHICDOC ac em au Mik Oo dis:s UhaFBhs ge debi Mae 
CONCALION oF ee ER ee recheck f yhatete ean ivhe Mees 


Sub-Total—Other Corporation Taxes. . 


104,691 
21,452 


105 ,687 
36,755 


6,639 


61,273 


141,969 
48 513 


(115053 


81,196 


131,209 
57,747 


10,474 


20,147 


—— a ee ee EE ——————— 


eee SS ee SS Ee a Ss 


(*) Less refunds of 1,549. 
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ALL GOVERNMENTS TABLE 18 
REVENUE— CURRENT ACCOUNT (Continued) 


ANALYSIS BY SOURCES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


Item 
No. 
1913 1921 1926 1930 1937 
TAXES—(Continued) 
INCOME TAX ON PERSONS— 
1 Be EIN ee ere Pe aay cians ace Wl abu cen oles — 39 ,821 18 ,043 26 ,624 50 ,597 
PROVINCIAL AND MUNICIPAL— 
2 PRINCE EDWARD ISLAND—Provincial..... 13 50 66 61 34 
3 Nova Scotia—Municipal............... ()38 ()73} ()45 ()45 47 
4 NEw BRUNSWICK—Municipal........... aA re 273 aa 129 
5 QUEBEC MUnicipalés'.. 6 .cs cbse «oud eee — — x = 1,694 
6 ONTARIO—Provincial...............0005. — — con ri? 6,041 
7 MiCCIpal to i.e eee - vg 3,121 3,715 a 
8 MANITOBA—Provincial.................. — — 562 845 2,789 
9 SASKATCHEWAN—Provincial.............. — — — —~ 353 
10 ALBERT ARSE LOVINCIAL. 6. icin «s,s ccbuspers onere ole aoe aa = — 665 
vas WOELCIO AL cece sake etme — — 112 136 — 
12 BRITISH COLUMBIA—Provincial.......... 106 435 889 1,216 2,002 
is Sub-Total—Income Tax on Persons... 157 40 , 379 22 ,838 32,642 64,351 
SUCCESSION DUTIES— 
14 ETINGOMIOA WEE TASIANIC NS. - ieieidt, «<4 ecsielaneecanall 6 11 19 26 45 
15 INGO UO 1 OCORTI I Toe us Deh. cab Bie ale panes 53 159 470 341 504 
16 POGUE ESEUNIGWACIGS os 5 HOY OS oc cho Reve Meesie'e 98 Vion) 294 289 398 
17 RPLEDIOS 1M) ales POR ois. so a Me atinals o ale 1,605 3,005 3,691 6 ,873 11,197 
18 SQ CATIO | Wes ad oe le RO ou 1,146 4,822 8,762 11,229 20,214 
19 DVTAMIEODA I eee ok PAS a aie SAPMINE tte ose 268 457 757 452 404 
20 HASAtcne wane sores Tek Pere 74 309 290 318 241 
21 PAIDECT Ae ee seo gs bre 8 Dp Wie eela stolete 67 177 sh oe 553 1,326 
22 Poplist PA Gre ae] alt: ee ee | ee er SP Aged 294 633 767 699 1,428 
23 Sub-Total—Succession Duties......... SOLE 9,724 15 ,304 20,780 SoZ r 
GASOLINE TAXES— 
24 Prince Idwarciisiande ue. fs. 65 uh ee nee oes — — 32 124 269 
25 OE tae fee a oa OR ose rater sian aha _— — 124 791 1,971 
26 UN Vay S Uaib Fp", Co eae ie op: ORE 0 Uh Pd — — 118 646 1,640 
27 IO ECs ERAN UAE 5.4 did ln «\ edejare ss oaereisuele — — dy 2h 4,380 7,298 
28 REC OTIOR Ere th ciid | Na ete ik a! on a bee cia ata — oa 3,310 iv iys 17 ,644 
29 Nranitobastrserres eae fhe Bers He PCRS _— -—— 446 1,185 2,316 
30 SSS IGT CIO WIT a hack nid ee bie wo nlens tye, © SMe wt — — — 1,919 1,995 
31 Aiberta rs eigen ser oes ee i ee 424 1,932 2,610 
32 BiG ISHR CONIDIA ieee le Vino ohare e beobenegd — = 680 15753 3,163 
33 Sub-Total—Gasoline Taxes........... —_ — 6,411 23 , 487 38 ,906 


(1) Estimated. * Information not available. 


ALL GOVERNMENTS TABLE 18 


REVENUE—CURRENT ACCOUNT (Continued) 
ANALYSIS BY SOURCES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 1921 1926 


TAXES—(Continued) 
REAL PROPERTY TAXES— 


PRINCE EDWARD ISLAND—Provincial 115 102 83 105 
Municipal 200 251 280 307 


N 


Nova ScotTia—Provincial 440 510 558 478 
Municipal 5,273 5,618 5 ,894 6,581 


141 145 117 113 
2,620 S129 3,700 4,337 


QuEBEC—Municipal 37,050, 45,575 56,754} 60,433 


ONTARIO—Provincial 140 235 


— — 1 
Municipal 31,071,  74,058/ 91,271) 109,531] 107,745 


MANITOBA—Provincial 28 1,956 2,064 1,186 738 
Municipal 9 ,622 19,281 17 ,540 20 ,000 16 , 262 


ne) © © ~ awn > 


i 


SASKATCHEWAN—Provincial 572 3,095 2,920 1,430 967 
Municipal 10,164 21,318 19,995 22,406 15,515 


bat pt 
- Go bt 


17888 
19,977 


— 
wr 


BRITISH COLUMBIA—Provincial 
Municipal 


= 
Po >>) 


ray 
io) 


Sub-Total—Real Property Taxes...... 


AMUSEMENT TAXES—() 


19 Prince Edward Island 
20 Nova Scotia 
21 


22 
23 


24 
25 
26 
27 


28 


(*) Details of municipal amusement taxes not available. 
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TABLE 18 
(Continued) 


ALL GOVERNMENTS 


REVENUE—CURRENT ACCOUNT 
ANALYSIS BY SOURCES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1921 1926 1930 1937 
OTHER TAXES— 

POTN LOIN ER ee ce Me a ss sive 6 bee abl ava ders 6,140 12 ,186 

PROVINCIAL AND MUNICIPAL— 
2 PRINCE EDWARD ISLAND—Provincial....... 91 2 
3 Municipal....... 80 80 

4 NovA ScoTia—Provincial. .......5......... — foe 
5 Pea iCHrral, a)’. 2) eRe ik ee 1,102 1,425 
6 NEw BRuUNSWICK—Municipal.............. 1,440 1,620 
7 OUEBBEC——ETOVincial 0s. ic sae 88 561 
8 PICHIA AB 8.10 DR ee Sele al 3,300 4,275 
9 ONTARIO—Provincial wi)... ose ee esa ced ne 213 940 
10 BVA UUTTRC ROA Ae i say ile as Gi ther as otetel ee 8 ,960 7,754 
11 MANITOBA—Municipal..................... 900 1,000 
12 SASKATCHEWAN—Miunicipal................. 1,130 1,175 
13 ALBERTA—Municipal.................220055 930 818 
14 BRITISH COLUMBIA—Provincial............. 807 615 
15 Municipal i.) c..0e ne s 114 250 
Sub-Total—Other Taxes.............. ee Seth 32,701 
TOTAL TAXES— 

ETOYS CaP TOD SL) CR 9 ay age 320 ,323] (')345 ,471 

PROVINCIAL AND MUNICIPAL— 
PRINCE EDWARD ISLAND—PFrovincial....... 305 342 
Municpal........ 280 331 
Nova Scotia—Provincial........... 1,320 1,997 
Municipal... <s, 6,448 7,088 
NEw BRUNSWICK—Provincial.............. 610 1,255 
Municipal ,... 2 desc 5 4,060 5,345 
CUBBEC—- FE TOVINCION 6 6ves ce sss cece eves 5,718 8,957 
ME EINICI IAL soi ess s Ghyeaaes gee ele 40,350 49 ,850 
ONTARIO— Provincial Jor... see ete sole nue 9 ,824 19 ,792 
MAMMCIDOI Me «, oa chet 83,018} 102,146 
MANITOBA—Provincial............eeeeeees 3,751 5,070 
VETEVICID AN Os (aiies ‘oa damor gan sha Mees 20,181 18 ,540 
SASKATCHEWAN—FProvincial................. 4,008 4,075 
Micipal. teks bes 22 ,448 21,170 
PLBERTA—“EFOVINCIA! | Si! sia aieiatielbe ee ap saa 2,824 3,624 
MT RGICIDAL FU oy ce 5) shee ahora 8's inte 17 ,428 20 ,907 
BRITISH COLUMBIA—Provincial............. 6,962 9 , 864 
Municipal «ingens aac 13 ,472 14,938 
CAD 2M end >, © > ey aa PE Re 563,330 641,068 


() Less refunds of 1,549. 


ALL GOVERNMENTS 
REVENUE — CURRENT ACCOUNT 


ANALYSIS BY SOURCES 
Thousands of Dollars 


TABLE 18 
(Continued) 


For the fiscal years ended nearest to December 31 


| | | 


oan an WOnNre 


MOTOR VEHICLES, AUTOMOBILE 
LICENCES, ETC.—(') 


PrinCe Ward TSland eee fives 5 ao bc ears 
INOVAISCO CLAIR eles tbe ato s co Cro ERs ue ue taenel 
New brunswick tc. chia. «css a siete eee oa 


TOTAL—MOTOR VEHICLES, AUTO- 
MOBILE LICENSES, ETC......... 


OTHER LICENCES, PERMITS AND FEES— 


TDCMVILIULOINE er he et bates eter eC rr ote lento 
BUS LD Ta gba le eC) Se Se Re |<: A aaa 


PROVINCIAL AND MUNICIPAL— 
PRINCE EDWARD ISLAND—Provincial....... 


Municipal. 20. 

NOVA SCOTIA —Provincial 207... 7S. AGL... 
Municipales. wen ces: oar 

NEw BRUNSWICK—Provincial............. 
Municipal #..< Wess oi. 
OUEBEC HE SOVINGIAN Kan tte » «0 ss bares eo es 
IVUUITILCIIIE ae scree hi cue arn ae ie oe 
ONTARIO—-Srovincial 70.9. Re Lee 
PVEMIMICIPAl ha. (eos haa ree 
MANITOBA Provincial oo... eee e. 
Miuinicipal sy wi... 4 ae 
SASKATCHEWAN—Provincial................ 
Muricipals.’..'. Were, cones 

ALBERT A-=ElOVINCIAl aie ce)é i's stance 
PITCH Md hake so 0 date omer ee 


BRITISH COLUMBIA—Provincial............ 
Municipal. 620.0. .... 


TOTAL — OTHER LICENSES, 
PERMITS AND"'FEES..0000.-.... 


(*) Details of municipal taxes not available. 
(?) Radio licences applied against expenditure. 


1913 1921 1926 1930 1937 
1 38 72 146 145 
—_ 378 600 1,043 1,409 
11 274 555 874 875 
123 1,983 3,390 5,410 7,184 
106 2,946 6,398 5,520 8,777 
35 539 713 1,127 1,323 
49 701 1,510 1,887 1,581 
46 719 1,162 1,711 19772 
99 803 1,614 2,189 2.871 
470 8,381 16,014 19,907 25,937 
1,194 2,595 3,535 3,737 4,353 
— — 206 468 2,023 
18 17 15 20 25 
22 28 30 30 30 
25 157 153 163 190 
110 119 1i7 117 116 
47 76 67 91 104 
35 55 76 102 106 
991 1,670 2,161 2,480 2,545 
1,150 2,200 2,750 3,067 3,610 
760 1,367 1,782 2,162 2,382 
2,431 2,200 2,875 3,435 2,819 
561 637 578 579 504 
300 600 650 600 700 
1,729 1,267 1,155 1,158 648 
50 1,454 1,640 2,290 1,519 
1,198 1,058 1,068 1/931 1,058 
370 575 510 565 448 
1,053 792 839 863 784 
536 779 1,029 1,088 1,106 
12,580} 17,646, 20,824) 23,310} 21,024 


ALL GOVERNMENTS 


REVENUE—CURRENT ACCOUNT 
ANALYSIS BY SOURCES 


Thousands of Dollars 
See ee ee 
For the fiscal years ended nearest to December 31 
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TABLE 18 


(Continued) 


Item 
No. 
1913 1921 1926 1930 1937 
PUBLIC DOMAIN— 
1 PEPE TIN ete AU dee als ele. oie Bac uididiaalen 3,420 3,542 4,000 2,297 2,484 
PROVINCIAL— 
2 Erncewwawarca island 600 0.5 yy AY ek, 7 ret ai hats a 
3 UNOS AGU ch A ela rateew so bi4h tomb oppeiians ctu naudh ean 853 739 489 821 832 
4 Lig CS ALES BG 0) Cin oe a TUNE CHAMTLST fp 502 1,107 1,046 880 1,087 
5 CURTC OGL MIN BN Ls ABD 0 Bien vgs cl aed MEO Unt 1 , 866 4,440 7,116 5,411 6,362 
6 OSE MUO eshte oak alas AiR ite a) alae aid 2,887 3125 5,469 4,300 5,350 
7 Manitoba....... 427 256 144 319 603 
8 LOMO Wath el i). clits lehasdao dah 49 151 246 425 800 
9 FN Meee a gh AREA, UNM AAI 57 456 518 795 1,686 
10 Reece OMIT i ih, fy AH OU ir ye Mt 4 ,398 3,912 4,658 4 ,086 4,415 
Tr TOTAL—PUBLIC DOMAIN....... 14,466 18,328 23,686 19,334 23,619 
LIQUOR CONTROL—(‘) 
12 Price Ldward asian oe LW V3 40 
13 AOU CNS COUIE Mtr (see cui Lily Suniel Mik a gare, 50 391 1,441 
14 PUMA PAULI S WECM re 1sciraltel ta dio ws al ne dee ty atu tale plat 417 1,544 1,105 
15 Jojh esr can ra UT OI ee en a 6,891 9,180 7,052 
16 RSET AO Ayhey MM) Ai (106 ord ete w <ahle Stet AMR Maina tat gel 1,084 10,285 10,456 
17 PVEAPITODA alii tds shy ieievirtesie see we certle balan 1,367 1,936 rN be 
18 RAPA EIR OV AIUN MET 5 05x) {rads te ie 2 Us ar Ai a ete 2,148 1,553 1,266 
19 Pa OE ARE UR pate et 2 sie) tayo lairic, 56+ 4. 9's eeaaphanlgaye A aia. ele 1,941 1,888 2,590 
20 BSEASEL OUIMI EAN i hedy abe vos y-ss5 oom «aan Sh 3,637 4,191 4,095 
7k TOTAL—LIQUOR CONTROL...... 17,592 30,985 29,798 
SALE OF COMMODITIES AND SERVICES— . 
22 TON TIN ICON ei 2) Wy ote SR hea 31,948 32 ,957 38,565 
23 Pe eee Ts ns tee rea 29 ,069 30,212 32,296 
PROVINCIAL AND MUNICIPAL— 
24 PRINCE EDWARD ISLAND-——Provincial....... STA aa 4 
25 NOVA SCOTIA——Provincial: oe ey 5 14 12 
26 Diunicipals. 003. Neh — 69 181 
Pa NEw BRUNSWICK—FProvincial.............. 5 21 22 
28 CP BEC—Previncial! (Oot. 0 k's eae tas 179 407 524 
29 PR VRTAECAPIOL otic) cie. since s+ cso Wea ange i oe 900 
30 ONTARIO=-Provincialis: wwe sce s Ponds dig en 421 360 86 
31 MARIMCINAL wees be 00 Le aes i233 975 1 ,064 
32 WANITOBA—— Provincial... . 066 ee ee ns als 41 61 36 
33 UE RIDUACEDVAAN sist <0) o> 032 BRA celtece ue ane 300 250 525 
34 SASKATCHEWAN— Provincial................ 28 38 24 
39 DEGICIOI: .\) cf eyo 548 827 1,019 
36 PAL BER TA ae ES OVATICION & ojos se iovsceacschana nse aonmceaant 25 34 60 
37 IT NACIDAl has Yas os ab te eee 785 1,050 1,798 
38 BrITISH COLUMBIA—Provincial............. 202 224 197 
39 Niunicipal, 41. ie oe — 688 
40 TOTAL—-SALE OF COMMODITIES 
PANTY LC Ets 5 ais, hacprensecusepunae 2,633 4,260 6,651 7,075 13,409 
(1) Provinces only; in addition the following liquor taxes were collected by the Dominion— 
Gustomis Imports utres iets aay osiisievcvay stareterel sarah Sires reais 9,935 10,574 16 ,433 20,094 6,786 
NOXCISE ML AXES) ANU CIES vig sbi cis wel, sas Vole: Si Soha telave Bea vlouame YY eh lak 10 ,994 23 , 258 rat 23,154 20 »351 
21,146 21,568 39,691 43 , 248 215437 
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ALL GOVERNMENTS TABLE 18 
REVENUE— CURRENT ACCOUNT (Continued) 
ANALYSIS BY SOURCES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 1921 1926 1930 1937 
OTHER CURRENT REVENUES— 

ALLIIGOVERNMENT Su.) (oo vans cb sien elects 10,707 20 , 263 24 , 982 31,168 26 ,627 
TOOWEENTOIN Eye os nieig aie ciecict ko: «tala treierte tele: tialars 1,674 4,166 4,748 9 , 204 5,547 
PROVING ATG) iis sai Ua ile wie a ou RRBs ara layalls 16 ,133 17 ,000 18,855 22 ,838 26,792 
VEU ERC EAA Eo Gols ctr ttne as te fe sie ave Cettios Bis olan el 7,697 13,9537 17 ,974 19,916 20 ,881 
REEUNDS Hh bi CIO. cs ss MAR ll 1,555 1,209 2,533 4,691 3,943 
ELIMINATIONSS: «.... 082. Sd... AMM oie 13,242) = 13,231] 14,062) = 16,099} = 22,650 

PROVINCIAL AND MUNICIPAL, LESS 
REBUN DS ai occ... sey cdaeaa ete. ee lalee 22,351 29 , 804 34,433 38,228 45,120 
PRINCE EDWARD ISLAND—Provincial....... 385 382 382 508 677 
Municipal....... 12 16 19 19 20 
SSID OCA Ls i's: cs oa pabecss ah alin hoeneca Rte Ee ae ot balk 397 398 401 52h 697 
Nova ScoTia—Provincial.................. 663 675 693 1,707 1,980 
BARDICID Alc usualy aloes bts 256 505 O73 746 774 
Subs Dota utah cored ee eee eels aan 919 1,180 1,266 2,453 2,754 
NEW BRUNSWICK—Provincial............. 643 691 719 1,293 1,590 
Municipal). iG .ts e's 130 170 204 253 232 
RS OLAL sa lic Uh cane sake Si eotaranted ane 773 861 923 1,546 £622 
OURBECT=Frovincial |: basta titan agin dae wielee & 2,070 2,475 2,366 2,450 2,974 
DAUIIUCUD AL. 0: 5's vig’ vcimie eae tale ater sie Baa 1,850 2,900 Srey 6,700 8,475 
STOR Ale ee Ue OM ana 3,920 5,375 7/891 9,150| 11,449 
ONTARIO— Provincial.) 2... .0..0 00s. once ek 2,544 3,173 3,337 3,211 3,573 
1 gr bab Loree] Cap ote a PREM 9 URE DIA 2,423 4,540 5,500 6,225 5,248 
SUD HOt al ens Cobo bs scic seeen ae Nan 4,967 (4713 8 ,837 9 436 8,821 
MANITOBA—Provincial...............0000- 2,204 1,955 2,068 2,005 PAW ico 
VE USAIC DAM ays) o's sia tenes seen nt 700 950 1,500 1,400 1,450 
Subs Porab sume) WME 2,904 2,905 3,568 3,405 4,202 
SASKATCHEWAN—Provincial................ 2,432 Syke 3,415 3,310 6,502 
BMogicinall|).:. sda seeuls seu 500 1,354 1,294 1339 2,051 
Sub LOCA ite eas ele ala oldie tate ove 65932 4,476 4,709 4,642 83553 
ALBERTA—-Provincialioal wen siieads «saa. ees 1,555 2,438 2,432 2,307 25903 
IM itniCipal ance crm laheieial ato sre catvont 826 1,380 1,487 1,280 1,214 
Sub-Total isa. . Chuan Meee labial it oi sos 2,381 3,818 3,919 4 , 137 Gaby V4 
BRITISH COLUMBIA—Provincial............ 2,158 1,356 1,047 971 1,838 
Witmicipalye ene eee 1,000 13722 1872 1,961 1,417 


Sub-Total ye swat aie kia Behl eeg 3,158 3,078 2,919 2,932 Sia0o 


ALL GOVERNMENTS 
REVENUE— CURRENT ACCOUNT 


ANALYSIS BY SOURCES 
Thousands of Dollars 
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TABLE 18 
(Concluded) 


Item 


For the fiscal years ended nearest to December 31 


_ I | | | | 


Ny OA on & WO bd 


TOTAL CURRENT REVENUES— 


Alsi GOVERNMENTS? 25,..c:itiese alate dele 's 5.0 


PROVINCIAL AND MUNICIPAL, LESS 
BRIN DDS oaks he ', » sap cictn: yigt o's 6, «Seam lobtle oS oo 


PRINCE EDWARD ISLAND—Provincial 
Municipal 


POU NO UEG  eaulki oeB NERS oc aca ovate BRUMUME coadarales 


Nova ScotTiA—Provincial................. 
BVINITICIPALS ' ./s,.:5) eye ea ks 


SHULD EOUGIE hee Pee. 12 5 '4 cc) Ne sheila ah 


NEw BrRUNSWICK—Provincial.............. 
Municipal). seman diva ae 


Soa Won 2 RY Pe ea reese as eA aDe LE 


CIB ERC —-PTOVINCION. .j. > 2's «sis s.d/en eb nie munleus © 
VPREELICUD AL | nay if 5. o's waren tis eet ate 


SOUT RES Woh To) AUTRE Sy ee OPS ream tata ae 


ONTARIO—Provincial............c-00ceecees 
PAIICIDA ek, tte sy eee oe Ge 


PUD MOUALE oc tee Us is = o> ws SER Ow ee 


MANITOBA—Provincial...............2008: 
IVITMUNICIDAL AT la «/4 4.5 ol Meche cue be 


SUEUR ahs os REE Nis Ja caiisics MRRP LI Te thr aare 


SASKATCHEWAN—Provincial................ 
BluaiCipal » ss vate eases hee 


Sure egos RAs fhe: a a die RAMEE Gre ets 


AL BRRTA—“FrOViInCial fo. w 5 nos cc alvicele fo cieiniee 
IVEAITICIDAL SUAS. st as xo st aey Mel he oe oice 


SOU ee EAUN Frcs LAM aee dco vcd oe tebe tes ste eens 


BRITISH COLUMBIA—Provincial............ 
Municipal, v3 gute 6 3 


YEP Wa a1 OO GATES BUR (Gly CR AT Mee RAEN ent 


1930 1937 
788,922} 995,213 
344,888] 500,033 
178,349} 247,027] 
317,155} 309,065 
35,371 38 , 262 
16 ,09 22,650 
490,978| 553,539 
518 1,586 
154 472 
672 3 2,058 
1,678 10,112 
2,996 9,175 
4,074 19 ,287 
1,407 7,543 
1,805 6,585 
3: 212 14128 
8,493 56 ,888 
20 ,900 84 , 268 
29 , 393 114,564 141,156 
9,300 55,284 87,104 
39 085 133,366] 125,636 
48 ,385 212,740 
Peete A Sd facet eile NE aaa ET 
4,081 15,247 
11.929 20 ,067 
15 303 35,314 
5,842 16 ,902 
10,814 21,234 
16 ,656 38 , 136 
3,462 18,199 
11,323 20,589 
14,785 38 ,788 
10,154 30 ,893 
11,576 21,039 
21,730 51,932 


ALL GOVERNMENTS TABLE 19 


EXPENDITURE—-CURRENT ACCOUNT 
ANALYSIS BY SERVICES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 1921 ' 1926 1930 1937 


NET DEBT SERVICE, excluding debt retire- 
ment— 
ALL GOVERNMENTS 


DOMINION 
PROVINCIAL 
MUNICIPAL 
REFUNDS 


ELIMINATIONS 
PROVINCIAL AND MUNICIPAL, less re- 


PRINCE EDWARD ISLAND—Provincial 
Municipal 


Sub-Total 


Nova ScotTia—Provincial.............. 
Municipal 


Sub-Total 


NEw BRUNSWICK—Frovincial 
Municipal 


Sub-Total 


QUEBEC—Provincial 
Municipal 


Sub-Total 


ONTARIO—Provincial 
Municipal 


Sub-Total 


MANITOBA—Provincial 
Municipal 


Sub-Total 


SASKATCHEWAN—FProvincial 
Municipal 


Sub-Total 


ALBERTA—Frovincial 
Municipal 


Sub-Total 


BRITISH COLUMBIA—Provincial 
Municipal 


Sub-Total 


(‘) Excludes unpaid interest, Alberta, estimated at 3,400. 


34,794 
125213 
3,255 
19,713 
(7)95 
564 


(?) Alberta. 


202,475 
152,488 
14,389 
36,944 


1,341 


51,328 


190,958 
122,763 
24,979 
44,962 
31 
1,715 


69,910 


95 
58 


153 


1,270 
897 


ZASOYY 


1,511 
575 


2,086 


2,780 
14,170 


16,950 


232,522 
149 ,098 
29,488 
55,740 
12 
1,792 


85, 216 


124 
75 


199 


1,599 
1,104 


2,703 


2,012 
710 


2,722 


2,075 
17,835 


19,910 


9,659 
20,825 


30 ,484 


1,782 
4,225 


6 ,007 


2,842 
2,797 


5,639 


4,332 
3,329 


7,061 


5,051 
4,840 


9,891 
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ALL GOVERNMENTS TABLE 19 
EXPENDITURE— CURRENT ACCOUNT (Continued) 
ANALYSIS BY SERVICES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


Item 
Ne: 1913 1921 1926 1930 1937 
NATIONAL DEFENCE (Dominion)— 
1 NET CURRENT EXPENDITURE......... 13,781 17,249 14,454 23,256 33,614 
2 GROSS LA PEeNDITURE, 6.6 es ccbe cellu 13 ,812 17 ,381 14,582 23,415 33 ,808 


3 BRP CIN DS Mite helafe trol ns 5 dis 4 bs dials eh ag ode Bre 31 132 128 159 194 


SS a) a 


4 | PENSIONS AND AFTERCARE (Dominion)... 94 53 , 688 44,503 55,341 54,437 


ALL GOVERNMENTS TABLE 19 


EXPENDITURE—CURRENT ACCOUNT (Continued) 
ANALYSIS BY SERVICES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1921 1926 1930 1937 


RELIEF— 
ALL GOVERNMENTS 11,753 


4,432 
4,096 
3,225 


PRINCE EDWARD ISLAND—Provincial 
Municipal 
Sub-Total 


Nova Scotia—Provincial 
Municipal 


Sub-Total 


NEw BRUNSWICK—Provincial 
Municipal 


Sub-Total 


QuEBEC—Provincial............... 
Municipal 


Sub-Total 


ONTARIO—PFrovincial 
Municipal 


Sub-Total 


MANITOBA— Provincial 
Municipal 


Sub-Total 


SASKATCHEWAN—Provincial 
Municipal 


BRITISH COLUMBIA—Provincial 
Municipal 


Sub-Total 
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ALL GOVERNMENTS TABLE 19 
EXPENDITURE— CURRENT ACCOUNT (Continued) 
ANALYSIS BY SERVICES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 1921 1926 1936 1937 


rc | a | ee | nS fe | een 


PUBLIC WELFARE, other than Relief— 
1 ALL GOVERNMENTS. ..... 6600.00 64504 eine Li 


Item 


15,121 35,218 43,294 72,129| 124,383 


2 COUT CU Ll UO Si SRR BEANE 1) 4,411 5,093 13 , 266 43 ,834 
3 USN A bay Eg WSN Oh anata ALR UR Net me LF 125133 18,520 33 ,388 45 , 782 
4 IVDO NCCT AEA. he's). ley e< Sitka se 5 yield 18,786 20 , 686 28,285 35,615 
5 Ree Re OI eR ele Wy 5 co Seta alg Gls. we ete ener 1,006 2,806 823 
6 PUI Ee PO a lahe s sit > discos a tine gale aes 1 4 25 
7 PROVINCIAL AND MUNICIPAL, less re- 
ALEC Lal int 0) ball GT RIA EE AOL DRE A di 38,200 58 , 867 80,574 
8 PRINCE EDWARD ISLAND—Provincial 113 141 255 
9 Municipal 10 10 20 
10 SSW ER ee cal be hues ois ous aN Stee 123 151 e/5 
11 Nova Scotia—Provincial.................. 425 547 yey, 
12 NMUTICIDal. as occ deere: tee 973 1,168 1,657 
13 Soe OER Uh 08h era dus, opie sae ete & ce 1,398 Whe AS be} 3,414 
14 NEw BRUNSWICK—Provincial.............. 270 441 1,022 
15 Municipali): sta. Go 830 670 923 
16 SOLOS SN 6] 9 ORR SO, RP yA: aS 1,100 Figw Bw 1,945 
17 CUBBEC— Provincial 50). 8.0) 5 ecoisyaec dl he gees 2,362 5,101 103557 
18 Maitcrpal.. Wehss. Lh a5 oManemane aie 4,200 5,525 6,871 
19 RSUIDEMOLAIO Rs 55 cette thi ate dete rete ne a 6,562 10,626 17 ,428 
20 ONTARIO---Provincial. .).)0)... 00) POR 6,031 10,557 16,895 
21 mrunieipal, eb. Aa) 5% eam ne 9,313 13 ,660 15,128 
a2 DI POCal sae a Neva Sous ee cp eee 15 ,344 24,217 32 ,023 
23 MANITOBA—PFrovincial...............65..5. 23123 3,468 3,194 
24 NINNICIDAILLS..4\\ ca sale ee LD25 1,870 2,160 
25 SSPE EAR eect ia ays alanc gree ein re cr 3,648 5 , 338 5,354 
26 SASKATCHEWAN—Provincial................ L737 3,440 3,613 
21 Municipal: .....:. i230 aan. 1,507 2,403 3,133 
28 SIH oS Bo, 2: 18) A tg NR eh REID 3,244 5,843 6,746 
29 ALBERTA—Provinicial.|))8. 00... 6 eto eee. 1,405 2,416 2,975 
30 Datacipal. Fie .B..c1s 4 ectewen eee 1,154 Tole 2000 
=| Sit OLA Pes ae uth tals tae ak SOOM pele ee 2,559 3,728 54520 
ae BRITISH COLUMBIA—Provincial............. 3,048 4,471 4,691 


33 Municipal 2158.5 .20" 1,174 1,667 3,170 


a | | | 


34 Sib “Locale aur sya vas 4,222 6 , 138 7,861 


ee 
—eeeeeeEeEeEeEeSeEeaEeaeEe=aEa=E=EeE=E=Ese=S=S=Sa=E=E=Ss=S>aS=aE=Eam=ES>=E=S=S=EEeSESESESES=SE=EEeeeee= 
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ALL GOVERNMENTS . TABLE 19 


EXPENDITURE— CURRENT ACCOUNT (Continued) 
ANALYSIS BY SERVICES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 1921 1926 1930 1937 
EDUCATION— 

ALU GOVERINIEE NGS neers oiuilele tye ote coan cee 37,515 88,057; 107,231; 119,191) 108,899 
DORIINTON Peet yen. he cities cna? sities aan 215 924 1, 286 702 2i2 
PROVINCIAL ens ve ol noe soe hepa ee 9,600 20,850 25 ,693 33 , 780 32,506 
MUNICIPAL itt ub red rca tute ete ies & 27,700 66 , 280 80 , 282 84,705 76,506 
REBUNDS foe d. 60 Eiht. cc eee aca — —- 3 5 385 

POLITE LINN LOIN ce hterics bas soe eis sin eis oeneteenen — 3 27 9 -- 

PROVINCIAL AND MUNICIPAL, less re- 

Pandey) Berke whe os: «letnepe Bibs 64s SMO ost 37,300 87,130, 105,972) 118,480) 108,627 
PRINCE EDWARD ISLAND—Provincial....... 151 241 276 298 350 
Municipal...,... 65 152 KW 190 199 
SoU OGAL i cia ocd hea chao es AIS eine ceees 216 393 448 488 549 
Nova ScoTia—Provincial.................. 394 530 636 924 17282 
Miinicipaly. 3453 <a 1,077 3,046 3,040 2,862 2,934 
DUD= Morals i... Meee es eae eek wee 1,471 Shey Ad, 3,676 3,786 4,216 
NEw BRUNSWICK—Provincial.............. 207, 442 540 693 731 
Miunicipabt ). 08 <5 ve 615 1,390 2,160 2,130 1,944 
Sub- hotalt.:./.) ERA oes be ee 892 Lyead 2,700 2 16c3 23075 
OURBEC—Provincial, W202. 0%... BI one ae. 1,488 2,033 3,248 4,965 6,185 
Niinicipal : : 08s hoo cea Be 5,105 11,835 15,127 15 , 236 16,516 
Substotale, 2. eh 2. ss AME 6,593 13 ,868 ISVS 75 20,20] 22,701 
ONTARTO—Provincial. t@). &. 06. ORB ese. 2,653 7,021 9 ,873 12,895 11,833 
DIMOICIDAl 5 Uhecih .is eda eae Oe 11,229 24 ,350 32,501 34,601 32,743 
UD OEAIek as. i. BAe sss ae eb eae 13 ,882 Be) dye 42 , 374 47 ,496 44 ,576 
MANITOBA—Provincial..................06- or 25057 1,891 2,199 1,671 
Muanictpalyic .i..:<: ORM ek 2: 2) 2,363 6,213 6 ,424 6 ,624 5 ; 236 
SubsWotale ie. eh. fos se « BOR Gl 3100 8,270 SHO 1. 8,823 6 , 907 
SASKATCHEWAN—Provincial................ 1,201 2,854 3,289 4,252 3,159 
Tania. ks Re io hak 2,624 9 , 204 9,451 9,110 5,032 
Sub-Lotaly. so ateiwate ss sos SRR clout Amey Ae] 12 ,058 12,740 135302 8,191 
ALBERTA—Provincial .)i)%. fo. 5 dae eee ee 731 2,314 2y11s 35170 2,637 
Minicipalienee oh. 2h OME. 6 hae 3,165 6,597 73208 8,545 6,810 
SUD-ToOtai ee ee a CARN Gs a hes 3,896 8,911 9,321 LIST IS 9 , 447 
BRITISH COLUMBIA—Provincial............ 1,968 35358 3,819 4,379 4,273 
Municipal: Are. 225). ¢ 1,457 3,493 4,204 5,407 5,092 


———————— | | | | 


Sub-Total... s/.. Rehm: conc eee 3,425 6,851 8 ,023 9,786 OFS02 


ALL GOVERNMENTS TABLE 19 


EXPENDITURE—CURRENT ACCOUNT (Continued) 
ANALYSIS BY SERVICES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 1921 1926 1930 1937 


HIGHWAYS AND TRANSPORTATION— 
ALL GOVERNMENTS 56 , 663 80,747 


DOMINION (') 
PROVINCIAL 


PRINCE EDWARD ISLAND—Provincial 
Municipal 


Sub-Total 


NEw BRUNSWICK—Provincial 
Municipal 


Sub-Total 


QUEBEC—Provincial 
Municipal 


Sub-Total 


ONTARIO—Provincial 
Municipal 


Sub-Total 


SASKATCHEWAN—Frovincial 
Municipal 


Sub-Total 


ALBERTA—Provincial 
Municipal 


Sub-Total 


British COLUMBIA—Provincial 
Municipal 


Sub-Total 


(*) Interest on C.N.R. debt included under Net Debt Service. 
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TABLE 19 
(Continued) 


ALL GOVERNMENTS 


EXPENDITURE — CURRENT ACCOUNT 
ANALYSIS BY SERVICES 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 19271 1926 1930 1937 
PUBLIC DOMAIN— 

ALL; GOVERNMENTS) 03.408. 0.0. BROS... 12,820 17,298 20,645 29,236 24,258 
DOMINIONGAGIAE Oe, £h.... CAR RR ee 7 TON or VLyOIAli 2, 291 Pass 9,844 
BROLIN CLATO G) oc fie aia ss, ojos atalep At w tals 5,254 5,486 8,900 15/7255 14,460 
RB BUN DSM ihatiis alsin eda ters 3.5.6 Menem Wis 125 54 106 119 46 
BUIMINA TIONS ous ie ofa sto ed etna bee 16 48 40 55 — 

PROVINCIAL EXPENDITURE, less refunds)  5,129/ 5,432) += 8,794/ 15,136] 14,414 
PRINCE EDWARD ISLAND......... eae nt 6 oe 1 2 8 
MOVES COCLA Yih) vic Ghewe a tia wine suena oases 18 20 209 371 316 
NEW BRUNSWICK wey oe eae 76 wa 177 353 437 
QUEBEC TAG oo 3. RE et PA be: 738 1,541 3,460 6,124 7,500 
COMIOAIRTO Giee 6/00) i eo) Ma 2,449 1,312 2,702 4,510 2,630 
PT LOS PA list. « cul dati cet case esse ell eterna coker sete 92 82 96 452 570 
So aa Cr ETE MVP Nicc./as che slatie vases soncatpn aferste oye nara thecal 28 06 103 344 889 
oN BA A S48 RY Lee RU BP BAAR ve Ord ALB 81 121 i ay, 366 446 
BRiGIom. COLUMBIALT ia +0 due oree 1,641 1,983 1,919 2,614 1,618 

AGRICULTURE— 

PE AXON IEC NIVIEGIN 19. ot ctu cumlokermanaraebenene 5,583 9,424 9,944 15,248 14,287 
TO MTOIO Nees. tr wit ee atten nearer emer 3,278 5,992 5,839 9,143 8 ,065 
TPROVIN CLAD a recs). fe eats ees 6 eee a anoa0 3,831 4,171 6,267 6,234 
REBUN DS Giccurercce sree exrentenannteeereeeteniry 18 399 66 162 12 
PROVINCIAL EXPENDITURE, less refunds 2,305 3,742 4,105 6,105 6,222 
PRINCE EDWARD ISLAND.............. ~~ 23 21 4 38 
NOVAS COTTA Breet ee. Soc  D AD ois 79 146 141 226 259 
NEW? BRUNSWICK oii An. beste ieee 59 73 107 243 219 
OUERBEG | et oe armel as:4 5 6s io Waste 421 1,084 1,532 2,549 3,432 
CO INSTAL Oech rele a tee tN te er emted at eniadicrh toravan orvtnantaeoe 393 835 983 1,356 2 OLS 
IVLA IN UL O BEA 5 i pesicse cae Rani ea teitrdeedaels rok tere vayesaiernt 87 274 228 271 159 
SASKATCHEWAN Ws jipatte i is sateen tek «55 653 546 299 462 378 
ALBERTA ‘his oy ee eee iy een Siete eel a5 330 420 386 523 444 


BRITISH" COLUMBIA ete ete as 283 341 408 471 280 


ALL GOVERNMENTS 


EXPENDITURE—CURRENT ACCOUNT 
ANALYSIS BY SERVICES 


Thousands of Doliars 
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TABLE 19 
(Continued) 


Item 
No. 


No oO FS W 


8337—9 


GENERAL GOVERNMENT AND OTHER 


CURRENT EXPENDITURES (including 
Administration of Justice, Legislation, General 
Government, Miscellaneous Current Expendi- 
tures and Post Office)— 

Pitas AO VERRINIVEIGIN Bp 0 UN 


LOI OY LON Ph ONO T AON eI) Rone Enea SHAT ORR ER HEN 


PRINCE EDWARD ISLAND—Provincial....... 
Municipal....... 


SULIT Gt clid odie hb) ¥ ehcmste vemchaciig 


Nova ScotiA—Provincial................-- 
BOUBICID AL ai. ss 'oebaba oma tes 


DUDALOLAI, ee sa ale SS Rusia Oia E 


NEw BruNswicK—Provincial.............. 
IViinicipals Js.c% ujuneeis ets 


SOMES SELON bbs 2H Bat Bick «i as. alii: Chan bite eA e tates 


QUEBEC-—-Frovincial (oh. c's 6 ok Caen. 6s 
IVETE NENDAL Wd 4:0) aioe \o) a, wehati wee haliennalal 


SOA ie oh og Ludi de eivchulo? aay eh ele 


ONTARIO—-ELOVINCIAl i Se a ke wet eres oust 
VEUTCADAL v2 a sce 9s cone Ms 


UD OUR ey Ie k wililn ob HC MEIN eats ape sol ae 


MANITOBA—Provincial...............2.000. 
BVEUINICI DAL oy sa: dss cha eie'es Rie nate 


SOUNDER iN Tee Shula Ghee also seca ak Re ALLE 


SASKATCHEWAN—Provincial..............-. 
WVILIDICIDGL «1 90\s.aiathi bye tal taps 


SUDTLOEA Ie Seek as och s wanders orate 


ALBERTA--ProvinCial yo. 60s. sc ce eseals sss 
PVLLIQ CIDA akira s slom:s. 6 2 6 ayy oe ala aie 


Sed OEM ost ats ca aie & oo 5s atau ees bumen dehy 


BRITISH COLUMBIA—Provincial............. 
Municipals. cist «sn ~ 218 


iii acd Way a) Gigeky erg leat Aisa abate tae ane brat gaily By h 


For the fiscal years ended nearest to December 31 


1913 


1921 


1926 


1930 1937 


55,789 
15,341 
30,125 
13,139 
11,280 


92,381 
25,983 
51,911 
26,730 
12,212 


77,600 


28,788 
60,931 
31,629 


12,517 


88,923 


120,054, 111,225 
36,972| 42,919 
71,614, 66,936 
31,756| 35,414 
19,035 21,210 


107,516} 108,771 


183). 211 
79 83 
262 294 
917 1,089 
1,606 1,982 
2,523 3,071 
747 653 
1275 1,167 


6 ,827 


8,952 12,476 


———— | | SS SS 


ee | | | a | 


2,338 1,927 
5,155 4,700 
7,493 6,627 
3,728 3,046 
6,779 4,839 
10,507 7,885 
2,930 2,337 
3,317 3,627 
6,247 5,964 
5,307 5,297 
5,603 6,536 


SS | | | | 


10,910 11832 


© 0 


10 


11 
12 


13 


14 
1S 


16 


17 
18 


19 


20 
21 


22 


23 
24 


25 


26 
27 


28 


29 
30 


31 


32 
33 


34 


ALL GOVERNMENTS 
EXPENDITURE—CURRENT ACCOUNT 


ANALYSIS BY SERVICES 
Thousands of Dollars 


TABLE 19 
(Concluded) 


For the fiscal years ended nearest to December 31 


313,506 
126,955 
240,311 
33,357 
14,298 


364,876 


418 ,689 
187,926 
285,728 
35,371 
20,877 


469 ,128 


513,877 
261,053 
282 ,037 
38 , 262 
22,655 


540 ,537 


— | | | | ee 


— | | | S| TFT 


24,405 


38,975 
100 ,496 


39,585 


56,315 


67 ,459 


83,752 


_————— eS | | | | 


—— | | | | 


21,407 


Ne , 


26,174 


-_— | | | |  _ 


(‘) Excludes unpaid interest estimated at 3,400. 


1913 1921 
TOTAL CURRENT EXPENDITURE— 
ALL GOVERNMENTS...................- 253,207, 636,405 
DOMINION teCies mone eni.s nucretaaes 131,192] 381,345 
OIRO) VME Parents Pee ein Wh i tate ene 48 ,860 91,386 
WECIIN TC TAT ie ens shoreie ls alia. chs | ais mints eoliehel oeata 100,398} 204,883 
8 Sd) CH OF FB 8 SSS, ea I ey roe ghee 14,377 27,611 
FOL TIMUEIN ACER ONS aan cos! etecnin as ciate Bienes oe eaca oye 12 ,866 13 ,598 
PROVINCIAL AND MUNICIPAL, less re- 
ABT VE A SEE RUA nS ARO (pe 147,779| 295,536 
PROVINCES AND MUNICIPALITIES— 
PRINCE EDWARD ISLAND—Provincial....... 445 705 
Municipal....... 149 309 
MUL LOCAL y dsy/aist nordic ihe saad eaueiaa ciated 594 1,014 
Nova Scoria—Provincial......5.04.6.4 s0i0-05 1,654 33505 
Municipal. iss sheets fet 2,934 6,661 
SabeWOtals isc). ais nse ithckt mura ieee aceeeest 4,588 10 ,226 
NEw BrRuNSWICK—Provincial.............. 1,354 3,393 
Maurnicipal... 336... 5 1,780 4,130 
SST een O CAL aie a niete cove frveniannedida hn eneaemecieny ke 3,134 Frcs 
OUERBREC- Provincial, . oac.)ldausind ceeded ole 7,960 12 ,833 
Wimicipal. thi RbAs ..:) SRG a 20 ,800 41 ,238 
SOUT 50 Woy 1 LT En Seen efenamers i Du ey’) AED Ie 28 ,760 54,071 
ONTARIO—-PLOVINCIAL oo... ns ese te ini biver cut ellos uora 10,455 22,243 
BvEricipal |) 28) 23) ceo Me, 34,414 82 ,504 
SOCAL loca. -14, 55 woe perm kgtckeaes 44,869| 104,747 
MANITOBA—Provincial..............00 0 eee 3,608 8,225 
IVEIICIDALSS, to... Milos 10,107 18 ,337 
SOBs rote Maia tory cs sa ckensicge trons aneeteesanas ESF IS 26,562 
SASKATCHEWAN—Provincial................ 5,413 11,415 
Wionicimals/.). 44. oe 9,929 19,376 
SubsTOtal er aera teiegbeivausm ctonce eeceaee: 15 ,342 30,791 
ALBERTATPLOVIDGIANL - cake esi oieini nace. cum onaevate 3,182 10,621 
INGUMICIDEL Tetra ws SURI Me oe 4 Nk 9,048 16 ,416 
Subslotal ss eee aes ie iam eesdaiene 12/230 27037 
BRITISH COLUMBIA—Provincial............. 13 ,310 17 ,653 
Municipal.) Wnee. 202 5.: Lig ey Wg 15,912 
BUDE LOtG) «ct casts nur eer a aol ia aa 24 547 33,565 


ALL GOVERNMENTS 
NET DEBT CHARGES (!) 
AS A PERCENTAGE OF CURRENT REVENUES 


For the fiscal years ended nearest to December 31 


1921 1926 1930 1933 1937 


To 0 Zo Zo 


ALL GOVERNMENTS 


DOMINION AND CANADIAN NATIONAL 
RAILWAYS 


PROVINCES AND MUNICIPALITIES— 


PRINCE EDWARD ISLAND—Provincial 
Municipal 
Provincial and 
Municipal 


uw 
Oo Ne 


Nova Scotia—Provincial 
Municipal 
Provincial and Municipal 


OpnuMN 


NEw BRUNSWICK—Provincial 
Municipal 
Provincial and Municipal. . 


QUEBEC—Provincial 
Municipal 
Provincial and Municipal 


SIDR wow AMO 
ROO ARO comwre 


ONTARIO—Provincial 
Municipal 
Provincial and Municipal 


me oO O~I0 GDO~a 


no A do 
NAN 


MANITOBA—Provincial 
NIUTICIDAIE oes. 
Provincial and Municipal 


— tn 00 
wna 


SASKATCHEWAN—Provincial 
Municipal 
Provincial and Municipal 


em OO W 
“I © 00 pO 


ALBERTA—Provincial 
Municipal 
Provincial and Municipal 


mos 


BRITISH COLUMBIA—Provincial 
Municipal 
Provincial and Municipal.. 


mWo ODD 


(1) Excludes debt retirement. 
(2) At reduced rates. 
* Information not available. 
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REY Reet, ae ee wits ve * =“ inv ; 
yu) re) hy i “Aina mY ee a ake | oa stn } 
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47 Currencies of payment............... 1913, 1921, 1926, 1930, 1933, 1937.... 122 
48 Average coupon rates................ 1913, 1921, 1926, 1930, 1933, 1937.... 123 
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OUTSTANDING DEBT, analysis by 
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Railways, and Provinces— 


51 Combined and comparative......... 1913, 1921, 1926, 1930, 1933, 1937.... 126 
52 Increase or decrease................ BOIS (to 20576. cure Sh Poarekit fh onrenien. Oe 132 
53 TAKES ON CORPORATIONS bis ccs ois <> obese «Let betiete: GiSPayaie BU. gel SM Ste eie ye eds Tee Se oe 134 
OVER-ALL SURPLUS OR DEFICIT— 
54 Dominion of Canada, Canadian National Rail- 
ways and Provinces, combined.............. 1913, 1921, 1926, 1930, 1933, 1937.... 142 


55 PLAN elI—Each Provinces 2 0. ee ee Bens 1926, 1930, 1933, 1936 to 1939....... 143 


PRINCE EDWARD ISLAND 


PLAN I 
Thousands of Dollars 


1926 1930 1933 1936 1937 1938 1939 


(Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 


PROVINCIAL GOVERNMENT 
REVENUE, Current Account 868} 1,114 1,161) 1,497 
LESS: 

Personal Income Taxes 

Corporation Taxes 


Mining Tax Rebate estimate 
Succession Duties 


Sub-Total 


REMAINING REVENUE......... 


Of which— 
Public Domain 
Mining Tax Rebate estimate 
Liquor Control 
Gasoline Taxes 


EXPENDITURE, Current Account 
LESS— 
Net Debt Service 


Direct Relief—Employables 
Cost of Tax Collections, estimate 


Sub-Total 


Of which— 
Old Age Pensions 
Other Public Welfare (?) 
Education 


Highways 
Development 
General Government 


SURPLUS (excluding Sinking Funds) be- 
fore Transfers 


DEFICIT after Transfers but before 
National Adjustment Grant 
National Adjustment Grant 


BALANCE 263 221 


(*) Estimated (not included in provincial estimates). * Not shown. 
(?) Including relief for unemployables and agricultural relief administration. — Nil. 
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PRINCE EDWARD ISLAND TABLE 21 
PLAN | (Concluded) 
Thousands of Dollars 
Sisk a 1926 1930 1933 1936 1937 1938 1939 
ptnichoy (Actual) | (Actual) | (Actual) | (Actual) | (Actual) | (Actual) | (Estimates) 
MUNICIPALITIES 
A MIMMC al are venues ey ee ee FE: 380 429 445 452 472 
D Municipal expenditures................. 366 442 466 490 532 
E Belicr TO CIMDIOVADIES ule suid re 5 14 20 30 
G Remaining municipal expenditures....... 366 437 452 470 502 
H_ | Deficit or Surplus—before adjustments... 14 13 21 38 60 
J | Deficit or Surplus—after adjustments... . 14 8 7 18 30 
K In addition, municipal share of municipal 


TOM? WOLKS Wass ees PTI —_ — — 25 34 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 
I | Gain orloss on Transfers before National 


Adjustmen’ Grantiit. di) 004). wane i] : * 651 649 635 610 

II | National Adjustment Grant............. id : bi 750 750 750 750 

III Total (excluding Sinking Funds)... - Hf ‘ 99 101 115 140 

IV | Former provincial Sinking Funds........ 27 48 109 146 208 220 229 

Vv Total (including Sinking Funds)... m4 id Mi 245 309 ER 369 
VI | Relief works charged to Capital Account| — frat — 218 288 34 * 
VII | Net gain to provincial government....... vi . hf 463 597 369 ¥6 


MUNICIPAL GOVERNMENTS— 


vill AGRET ET CUNCCOUN Cait.) esos pic's eee s Wy a « met 5 14 20 30). — a 

IX Municipal share of relief works........ aah Nee 7s 25 34 — — 

x Net gain to municipal governments....| — 5 14 45 644 — — 
SUMMARY— 


XI COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS..... - * * 265 339} (4)365| (?)399 


XII AND INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
BVO Rivmrramounr nie os tc y ere nts + ; - i 508 661i = (1)433| = (*) 467 


() Assuming 1937 municipal relief and relief works expenditures. 

(?) Assuming 1937 municipal relief and relief works expenditures, and 1938 provincial relief works expenditures. 
* Not shown. 

— Nil. 


© fe.) “I fo) Ma BW bd 


NOVA SCOTIA 


PLAN I 
Thousands of Dollars 


1930 1933 1936 


(Actual) (Actual) (Actual) 


PROVINCIAL GOVERNMENT 


REVENUE, Current Account 


LESS— 
Personal Income Taxes 
Corporation Taxes 
Mining Tax Rebate estimate 
Succession Duties 


REMAINING REVENUE 


Of which— 
Public Domain 
Mining Tax Rebate estimate 
Liquor Control 
Gasoline Taxes 
Automobile Licences 
Other Revenues 


EXPENDITURE, Current Account 


LESS 


Net Debt Service 
Direct Relief—Employables 
Cost of Tax Collections, estimate 


Sub-Total 
REMAINING EXPENDITURE 


Of which— 
Old Age Pensions 
Other Public Welfare (') 
Education 


Highways 
Development 
General Government 


DEFICIT OR SURPLUS (excluding 
Sinking Funds) before Transfers 


DEFICIT OR SURPLUS after Transfers 
but before National Adjustment Grant 
National Adjustment Grant 


BALANCE 


. 


* Not shown. — Nil 


1937 


(Actual) 


10,112 


1938 


(Actual) 


1939 


(Estimates) 


() Including relief for unemployables and agricultural relief administration. 
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NOVA SCOTIA TABLE 22 
PLAN I (Concluded) 
Thousands of Dollars 
eeGGGGGGeljla“‘“j]}qyjRpRTxrTxTwTO)awTyCTxqTSSSSTSSSSS SS, 
eves —— 1926 1930 1933 1936 1937 1938 1939 


(Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 


MUNICIPALITIES 
A Municipalirevenueseiei cores saree eet 7,778| 8,301 8,710} 9,120) 9,175 
B SCOPE CAXCAN Rhy els aes chess slciaa Gb 59 78 45 48 47 
Cc Remaining municipal revenues.......... 7,719} 8,223} 8,665} 9,072) 9,128 va 
DD) | Municipal expenditures:.>....0 000000040; 7,279| 8,288) 9,176] 8,844 9,040 
E meehel-toremployablest 2's. cr eos — 70 652 178 172 
G Remaining municipal expenditures....... 7,279} 8,218) 8,524 8,666} 8,868 
H_ | Deficit or Surplus—before adjustments... 499 13 466 276 135 
‘iy Surplus—after adjustments............. 440 5 141 406 260 
K_ | In addition, municipal share of municipal 
TENEMWOTKS Waste eT oe ee — — 18 3 69 
NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 
PROVINCIAL GOVERNMENT— 
I Gain or loss on Transfers before 
National Adjustment Grant........ x s i 1,035 462 549 334 
II National Adjustment Grant........... - : 800 800 800 800 
III Total (excluding Sinking Funds) £ ' id 235 338 251 466 
IV Former provincial Sinking Funds...... 190 269 404 378 285 362 459 
Vv Total (including Sinking Funds) * be y 143 623 613 925 
VI Relief works charged to Capital Account} — — 791 1,057 1,173 464 i 
VII Net gain to provincial government..... m4 * ¥ 1,200) 1,796) 1,077 “4 
MUNICIPAL GOVERNMENT— 
VIII SCUETERET ACCOMM Ui ei e's 65 SALW 6 ors cAI 59 8 607 130 125 id J 
Ix Municipal share of relief works........ — — 18 3 69 A : 
x Net gain to municipal governments.... 53 8 625 133 194 ss * 


SUMMARY— 


XI COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS..... - ‘i . 273 748| = (*)738| (7)1,050 


XII AND, INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
WOT Ee ish Aes Sh er Be oe or! os i ‘ 9 1,333} 1,990) (1,271) (7)1,583 


(‘) Assuming 1937 municipal relief and relief works expenditures. 

(?) Assuming 1937 municipal relief and relief works expenditures, and 1938 provincial relief works expenditures. 
* Not shown. 

— Nil. 
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NEW BRUNSWICK 


PLAN I 
Thousands of Dollars 


1926 


(Actual) 


PROVINCIAL GOVERNMENT 


REVENUE, Current Account 


LESS — 
Personal Income Taxes 
Corporation Taxes 
Mining Tax Rebate estimate 
Succession Duties 


Sub-Total 
Subsidies 
Sub-Total 
REMAINING REVENUE 


Of which— 
Public Domain 
Mining Tax Rebate estimate 
Liquor Control 
Gasoline Taxes 
Automobile Licences 
Other Revenues 


EXPENDITURE, Current Account 


LESS __ 
Net Debt Service 
Direct Relief—Employables 
Cost of Tax Collections, estimate 


Sub-Total 


Of which— 
Old Age Pensions 
Other Public Welfare (*) 
Education 


Highways 
Development 
General Government 


DEFICIT OR SURPLUS (excluding 
Sinking Funds) before Transfers 


DEFICIT OR SURPLUS after Transfers 
but before National Adjustment Grant 
National Adjustment Grant 


BALANCE 


2,687 


TABLE 23 


1933 


(Actual) 


1936 


(Actual) 


1937 


(Actual) 


1938 


(Actual) 


1939 


(Estimates) 


948 
19 
279 
1,208 
1,567 


2,775 


1,567 


5,478 


978 
19 
1,154 
1,629 
1,322 
376 


8,210 


3,411 
252 28 149 
30 37 49 


3,050| 3,014| 2,849) 3,609 


3,864) 4,355) 4,601) 4,575 


a 


3,524 


— 210 501 563 
543 622 712 703 
598 697 731 787 


700} 1,204, 1,154, 1,249 
380 558 640 
262 344 356 375 
30 46 39 49 
234 275 298 


730 280 339 
281 39 717 877 


1,500 1,500] 1,500 
1,539] 2,217] 2,377 


(*) Commission estimate; not included in budget. 


* Not shown. 
(?) Including relief for unemployables and agricultural relief administration. 


——' Nil. 


NEW BRUNSWICK TABLE 23 
PLAN I (Concluded) 
Thousands of Dollars 


1926 1930 1933 1936 1937 1938 1939 


(Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 


MUNICIPALITIES 


Municipal revenues 
Income taxes('‘) 


Remaining municipal revenues 


Municipal expenditures 
Relief to employables 


Remaining municipal expenditures 


Deficit or Surplus—before adjustments... 
Surplus—after adjustments 


Aan oO sy ao wr 


In addition, municipal share of municipal 
relief works was 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 
Gain or loss on Transfers before 


National Adjustment Grant 
National Adjustment Grant 
Total (excluding Sinking Funds) 
Former provincial Sinking Funds 
Total (including Sinking Funds) 
Relief works charged to Capital Account 
Net gain to provincial government 


MUNICIPAL GOVERNMENT— 


Current Account 
Municipal share of relief works 


Net gain to municipal governments.... 


SUMMARY— 
COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS 2,160) 2,146) (?)2,687| (7)2,533 


XII AND, INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
WORKS ; * m 3,065) 2,775) (7)3,316| (7)3,162 


(‘) Saint John income surtax only. Other “income” taxes, on a flat rate basis, are assumed to be the equivalent of property taxes. They 
are estimated as follows:—1926, 844; 1930, 866; 1933, 900; 1936, 852; 1937, 1,077. 


(?) Assuming 1937 municipal relief and provincial-municipal relief works expenditures. 
* Not shown. — Nil. 
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QUEBEC 
PLAN I 


Thousands of Dollars 


Item 


1930 


(Actual) 


TABLE 24 


a en PS rs sn fn | ff a fT 


PROVINCIAL GOVERNMENT 


1 REVENUE, Current Account.......... 
LESS__ 


2 Personal Income Taxes)... \0)2)..25....404 — 
3 Corporation ‘Taxes: sc. wuss asines 4,503 
4 Mining Tax Rebate estimate.......... 525 
5 SUCCESSIONUOULIES 6 bi. oi. LIU wie ioe sh ee 6,873 
6 Subsbotals OA 2... cee Bosal 10,851 
7 SUDSIIES ys Nees ss cele ete a ee ee 2,256 
8 TOCA SE uy. 0s ees lets dea 13,107 
9 | REMAINING REVENUE............. 29,496 
Of which— 
10 Public Domaine sy) oo 4. Gi A ot ae 5,411 
11 Mining Tax Rebate estimate.......... 525 
12 TOTO OOLTON cho oi 3's aap eiolen oun eeee 9,180 
13 YAO OPUS eb on 4,380 
14 Antomopiue LACeEnces\ s...6 hes ous.c8 dan 5,410 
15 COETICTORSEVCTINIES 5 2.5 6/5 hig ix ate oun eaels mene 4,590 
16 | EXPENDITURE, Current Account..... 39,585 
LESS _ 
17 WEE De DEISETVICE ie cai pete eos 2,07 
18 Direct Relief—Employables........... 312 
19 Cost of Tax Collections, estimate...... 341 
20 Subse otal’ es. «eM anetas alee 2,72 
21 REMAINING EXPENDITURE....... 36,857 
Of which— 
22 OldsAve Pensions: 0 siecle id caelakae = 
23 Other Public Welfare (?)............... 5,210 
24 WGCUICAUIOT ee) tees 2 oteeiies oi 2 bg Rie 4,965 
25 PIIGR WAV GE is, ee ks eee nino 5 ee 9,507 
26 TDEVClOOMCI CAG ec rartcestece aishe san teseae 8,564 
27 GeneraliGovermmenty ooo cle is ccc a ble 3,682 
28 Of which cost of Tax Collections...... 341 
29 All other Current Expenditures....... 5,270 


30 | DEFICIT OR SURPLUS (excluding 
Sinking Funds) before Transfers...... 


31 DEFICIT OR SURPLUS after Transfers 
but before National Adjustment Grant 
G2 National Adjustment Grant............. 


1933 1936 1937 1938 1939 
(Actual) (Actual) (Actual) (Actual) (Estimates) 
30,401; 43,204) 56,888) 63,623) 62,897 
4,290] (5 ,006| (499,665| 13,288| 11,450 
700 1,660 2,200 2,300 2,470 
3,297| (*4,786|(-1,197| 12,402] 9,300 
6 ,887 8 ,132| 18,662) 23,390| 18,280 
2,592 2,592 2,592 2,592 2,592 
9,479| 10,724) 21,254) 25,982| 20,872 
20,922) 32,480! 35,634) 37,641) 42,025 
2,897| 5,328] 6,362} 8,491| 6,504 
700| 1,660) 2,200] 2,300/ 2,470 
2.367), 6,312| 7,052, 7-416l) 10.395 
4,791| 6,530/ 7,298) 7,883! 10,500 
5,205] 6,484, 7,184] 6,878! 7,500 
4,962} 6,166 5,538| 4,676 5,726 
45,660} 58,786) 67,459) 62,937) 58,008 
4,95 5.357 6,86 8,121 9,011 
5,743 8,730 11,454  4,3331 4,466 
22 29 62 771 623 
10,923 14,601) 18,948 13,225 14,100 
34,737; 44,179) 48,511) 49,712) 43,908 
= 1,828} 2,877} 4,435] 2,740 
8,031) 9,666 9,814] 9,470} 10,531 
5,742| 4,602} 6,185} 6,281) 5,452 
5,419} 6,022) 7,420} 7,802] 6,325 
6,955] 12,236] 10,365] 10,225] 7,544 
3,917| 4,633) 5,960/ 6,507] 6,596 

22 29 62 771 62 
4,901| 5,486] 6,516, 5,763} 5,343 
15,259 15,576 10,57 686, 4,889 
13,81 11,69 12 ,87 12,071 1,883 
8/0001 8/000] 87000} 8/000 
i 3,699 4,877 4,071, 6,417 


= 
8 ee SSSSSeSsSsSS9aaaSSS SS SS 


( ) After adjustment for uncollected taxes receivable. 
(?) Including relief for unemployables and agricultural relief administration. 


* Not shown. 


— Nil. 
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QUEBEC TABLE 24 
PLAN |! (Concluded) 


Thousands of Dollars 


hen omaane 1926 1930 1933 1936 1937 1938 1939 
Oo. (Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 
MUNICIPALITIES 
A DIUIMICIDAUTEVENUC Lhe oo. c oes cbis wie ae oa'be 58,125} 71,961) 79,608) 83,304) 84,268 
B MEICOMIO EAMES Ha silbiel drs) lui aiicl'a ws ests) bes — pom ot 1 ,486 1,694, 2,049 
Cc Remaining municipal revenues.......... 58,125} 71,961) 79,608) 81,818) 82,574 
D Municipal expenditures.................] 57,482] 71,382) 85,827] 88,328} 89,458 
E PREHCI LO COIPMOVADICS oh So yecviel ere rdielousvoreere — 525 7,696) 9,829 7,829 
F Debt interest assumed by senior govern- 
Wa) Wile At a UR ale ea IR 3,981 5 ,882 5,629! 5,850! 4,975 
Fl | Sinking funds on debt assumed by senior 
SOVEDOINC OLS Ys FEN EE o's d0'« tall © shel 1,092 1,834 2,095 2,139 1,855 
G Remaining municipal expenditures.......| 52,409} 63,141}; 70,407} 70,510] 74,799 
H Deficit or Surplus—before adjustments... 643 579 6,21 5,02 5,19 
4 Surplus—after adjustments............. 5,716} 8,820} 9,201; 11,308) 7,775 
K In addition, municipal share of municipal 
ROHOIWOPKS WASL TU oie s aiiih cides co uot — — 1,167 — — 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 


I Gain or loss on Transfers before 

National Adjustment Grant........ . ‘a ¥ 3,877 2,30 12,75 6,772 
II National Adjustment Grant........... r * i 8,000} 8,000) 8,000; 8,000 
III Total (excluding Sinking Funds) bi , { 11,877| 5,694 4,75 1,228 
IV Former provincial Sinking Funds...... 1,795 1,104 1,815 3,782 SD, 155T1) 3. 240) ) oy oo0 
V Total (including Sinking Funds) . , sf 15,659| 8,849 1,51 4,563 

VI Relief works charged to Capital Account}; — 739 13255 4,188 1,386) 23,426 i! 

VII Net gain to provincial government..... . ‘ Wi 19,847; 10,235) 21,909 . 

MUNICIPAL GOVERNMENTS— 

VIII CUIPeITICCOUNE Are ath’. oleh. nas alee 5,073} 8,241) 15,420) 16,332) 12,965 * r 

IX Municipal share of relief works........ a — 1,167) — — * ai 

x Net gain to municipal governments.... 5,073} 8,241) 16,587| 16,332) 12,965 * * 
SUMMARY— PUR 7 NY HR ORIN PT eT RT Marea est gr nS 


XI COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS..... is f Yj 31,991) 21,814) 11,093) 17,173 


XII AND, INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
WORKS is : 9 36,179} 23,200)(7)34,519 


Ce ee 


(*)40 ,599 


(‘) Dominion assumes either provincial net debt interest or 40% of combined provincial and municipal net debt interest--whichever is 
the larger. Quebec is the only case in which 40% of the combined interest is larger. 
(?) Assuming 1937 municipal expenditures for relief, debt interest and sinking funds on debt assumed by senior governments. 
(?) Assuming 1938 municipal gain and provincial relief works expenditures. 
* Not shown. — Nil. 


ONTARIO 


PLAN I 
Thousands of Dollars 


1926 1930 1933 1936 1937 1938 1939 
(Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) | (Estimates) 
PROVINCIAL GOVERNMENT 


REVENUE, Current Account 55,284 
LESS — 

Personal Income Taxes 

Corporation Taxes 


Mining Tax Rebate estimate...... 
Succession Duties 


Sub-Total 


Subsidies 
Sub-Total 


io) o ns SO ab Wbd 


REMAINING REVENUE 


Of which— 
Public Domain 
Mining Tax Rebate estimate 
Liquor Control 
Gasoline Taxes 
Automobile Licences 
Other Revenues 


EXPENDITURE, Current Account 


LESS— 
Net Debt Service 
Direct Relief—Employables 
Cost of Tax Collections, estimate 
Subsidies to municipalities in lieu of in- 


REMAINING EXPENDITURE 


Of which— 
Old Age Pensions 
Other Public Welfare (*) 
Education 


Highways 

Development (?) 

General Government 

Of which cost of Tax Collections 
All other Current Expenditures 


DEFICIT OR SURPLUS (excluding 
Sinking Funds) before Transfers 


DEFICITOR SURPLUS after Transfers 
but before National Adjustment Grant 
National Adjustment Grant 


BALANCE 
() Includes relief for unemployables and agricultural relief administration. 


(?) Includes Ontario rural power transmission lines bonus:—1930, 1,689; 1933, 277; 1936, 1,000; 1937, 1,770; 1938, 1,963; 1939, 2,500. 
* Not shown. — Nil. 


ONTARIO TABLE 25 


PLAN I (Concluded) 
Thousands of Dollars 


1926 1930 1933 1936 1937 1938 1939 


(Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) | (Estimates) 


MUNICIPALITIES 


Municipal revenues 111,754 128 ,557 
Income taxes or provincial subsidy in lieu 
of income taxes 2.921 
’ 
Remaining municipal revenues 


Municipal expenditures 
Relief to employables 


Remaining municipal expenditures 


Surplus—before adjustments 
Deficit Or Surplus—after adjustments.... 4,945 


A om 2 BO O 


In addition, municipal share of municipal 
relief works was 109 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 
Gain or jogs on Transfers before 
National Adjustment Grant 387 
National Adjustment Grant i 
Total (excluding Sinking Funds) 387 


Former provincial Sinking Funds (4)1 ,000} (4)1,000 


Total (including Sinking Funds) 1,387| 5,419 


Relief works charged to Capital Account 


Net gain to provincial government 


MUNICIPAL GOVERNMENTS— 


Net gain to municipal governments... . 


SUMMARY— 
COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS 2,362) (7)3,596) (2)6,178 


XII AND, INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
12,255| 7,714 (7)8,$48)(2)11, 530 


(1) Commission estimate; not included in budget. ’ ? | - Not shown. 
(?) Assuming 1937 municipal relief and provincial-municipal relief works expenditures. — Nil. 
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MANITOBA TABLE 26 
PLAN I 
Thousands of Dollars 
Item ee 1926 1930 1933 1936 1937 1938 1939 
1 No. (Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 
PROVINCIAL GOVERNMENT 
1 REVENUE, Current Account.......... 10,287; 11,191) 12,061) 13,979) 15,247) 15,265) 14,379 
LESS _. MGMT he ke ea ee in eS 
2 Personal Income Taxes............... 562 845} 2,491) 2,737| 2,789) 1,919] 1,985 
3 WON DOraLION VN EAKES pti. ee 1,103} 1,164) 1,602| 1,827); 1,854) 2,119] 2,130 
4 Mining Tax Rebate estimate.......... 31 55 90 226 316 344 370 
5 Succession Duties. oe 757 452 424 464 404 605 425 
6 Subebotal ith... Meth, agent 2,391| 2,400} 4,427| 4,802) 4,731) 4,299| 4,170 
Z Subsitticemer omy eet rae ce oe 1,492 1,586 1,705 1,703 2,453 2,458 2,458 
8 Superetaliny. oe vw 6 dae ates see 3,883| 3,992) 6,132| 6,505 7,184| 6,757 6,628 
9 REMAINING REVENUE............. 6,404, 7,199 5,929) 7,474 8,063 8,508 7,751 
Of which— 
10 PBNIC HOGI AI «6c 016 +.0sel3. eee ao buco ake 144 319 578 878 603 820 603 
11 Mining Tax Rebate estimate.......... 31 55 90 226 316 344 370 
12 PROUOTICONCTOL 80 ois ea Aletha dase ee 1,367 1,930 963 1,530 I 733 1,700 1,600 
13 RPASOMMEHAXOS oot vost omits onic s Lee 446 1185 1,611 2,015 2,316 2,537 2,150 
14 Automobile Licences..:.............. 713 16427 895 1,129 1,323 1,060 Li lio 
15 ENERUNRGVENUES 300. csic 5 keeles 3,703 27060 1,792 1,696 1,792 2,047 1853 
16 | EXPENDITURE, Current Account..... 8,984) 12,424) 14,527) 15,506) 15,056) 15,136) 16,320 
LESS _ PT oe PE A Re elo bh ee 
17 NeteDebti service sii, ie 1,829 1,782 4,438 3,896] 3,701 3,633 3,698 
18 Direct Relief—Employables........... 10 498 2,101 3,078 2,584 1,943] (2,640 
19 Cost of Tax Collections, estimate...... 97 98 181 201 202 186 182 
20 DUD wore may Oe ne Ee 1,936| 2,378) 6,720) 7,175) 6,487) 5,762 6,520 
21 REMAINING EXPENDITURE....... 7,048 10,046, 7,807 8,331) 8,569 9,374 9,800 
Of which— 
22 DIGI ABO PEnSIOrISiye) ei sek che deb eke ee — 800 541 684 714 701 732 
23 Other Public Welfare (*)............... 223 2,668 2,470 2,697 2, 839).). (35013 3,134 
24 Eeducationay as. ihe c <.(eemees | ee 1,891 2,199 1,696 1,552 1,671 1,841 1,947 
25 PIION WAV Sore erik il ceke abe whi, 429 1,416 683 704 892 1,120 1,170 
26 Developments apie sec ea. b.s dts 324 723 712 903 728 915 818 
Ze General Government................. 890 1,163 925 998 1,011 1,010 1,162 
28 Of which cost of Tax Collections...... 97 98 181 201 202 186 182 
29 All other Current Expenditures....... 1,488) 1,175 961 994 916 960 1,019 
30 | DEFICIT 9R SURPLUS (excluding 
Sinking Funds) before Transfers...... 1,303) 1,233) 2,466) 1,527 191 129, 1,941 
| DEFICIT after Transfers but before Na- 
tional Adjustment Grant............. 644 2,847 1,878 857 506 866 2,049 
32 | National Adjustment Grant............. 9 ss 2 2,100) 2), LOO e100) iy 2. foe 
33 BALANCE 322s 2 RRROROe ee ieee * 4 f 1,243 1,594) 1,234 51 
(‘) Commission estimate; not included in budget. * Not shown. 


(?) Includes relief for unemployables and agricultural relief administration. — Nil. 


81 


MANITOBA TABLE 26 
PLAN I (Concluded) 


Thousands of Dollars 


ag 1926 1930 1933 1936 1937 1938 | 1939 
oO. (Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 
MUNICIPALITIES 

A MrOnicipal revenues yh ws sls 8 e's eau kee 20,990; 23,310} 22,991; 20,260) 20,067 

D | Municipal expenditures................. 20,090} 22,879} 24,421) 21,139) 21,294 

E ES CHET. CO) CP IOVADIES went le sie slows eanelorans — 530 1,929 2,108 2,050 

G Remaining municipal expenditures....... 20,090) 22,349) 22,492) 19,031; 19,244 

H | Deficit or Surplus—before adjustments... 900 431) 1,430 879) 1,227 

J | Deficit or Surplus—after adjustments.... 900 961 499} 1,229 823) 

K In addition, municipal share of municipal 


TENET WOLTKS WAS eles toe e eodne sees: soerwlersua bats oom 208 — 494 407 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 


I Gain or loss on Transfers before 
National Adjustment Grant........ is “4 i 670 697 995 108 
II National Adjustment Grant........... 3 4 id 2,100; 2,100) 2,100; 2,100 
III Total (excluding Sinking Funds) * ~ i CTT OWL AOS vehi lOo e992 
IV Former provincial Sinking Funds...... 130 228 338 379 378 378 378 
Vv Total (including Sinking Funds) ~ % . 3,149 1,781) 1,483} 2,370 
VI Relief works charged to Capital Account} — 117 13 874 320 * ‘ 
VII Net gain to provincial government..... bg is * 4,023} 2,101 * + 
MUNICIPAL GOVERNMENTS— 
VIII COVIETENELA CCOMME Mic. os tecesgis s «+ «hea — 530} 1,929} 2,108} 2,050 ef . 
IX Municipal share of relief works........ — 20833 — 494 407 + ns 
xX Net gain to municipal governments... . — 738| 1,929} 2,602) 2,457 . * 
SUMMARY— 
XI COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS..... * 6 . 5,257} 3,831) (4)3,533) (1)4,420) 
XII AND, INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
WA ORS whee ated oi aide aed Suiits ‘ * =! 6,625, 4,558) ()4,260) ('‘)5,147 


() Assuming 1937 municipal relief and provincial-municipal relief works expenditures. 
* Not shown. 
— Nil. 
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SASKATCHEWAN 


PLAN I 
Thousands of Dollars 


1926 1930 1933 1936 1937 1938 1939 


(Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 


PROVINCIAL GOVERNMENT 
REVENUE, Current Account 12,577 11,547; 13,864) 16,902) 18,589 


LESS— 
Personal Income Taxes 251 299 353 305 
Corporation Taxes 1,231 1,228 1,219 1,254 
Mining Tax Rebate estimate 25 140 156 
Succession Duties 149 311 394 


Sub-Total 1,606} 1,698 1,797 


Subsidies 2,129 2,120 
Sub-fotal. Wet... Pees 6a 3,735) 3,818 


REMAINING REVENUE 7,812) 10,046 11,166 


Of which— 
Public Domain 510 715 673 
Mining Tax Rebate estimate 25 140 156 
Liquor Control 937 1,470 ou 
Gasoline Taxes 1,421 2,098 1,969 
Automobile Licences 15,578 1,895 1,706 
Other Revenues ; 3,348] 3,728 53352 


EXPENDITURE, Current Account 10, 893 19,842) 23,836 30,711 


LESS— 
Net Debt Service 1,789 4,957| 5,758 6,021 
Direct Relief—Employables........... 31 5 ,617| @)6,973 10,302 
Cost of Tax Collections, estimate 46 65 73 78 


Sub-Total 1,866 10,639| 12,804 16,401 


REMAINING EXPENDITURE 9,027 9,203} 11,032] 12,786] 14,310 


Of which— 
Old Age Pensions 531 683 739 770 
Other Public Welfare (5) 2,609} 3,112 
Education 


Highways 
Development 
General Government 


DEFICIT OR SURPLUS (excluding 
Sinking Funds) before Transfers 9,972| 11,815 


DEFICIT OR SURPLUS after Transfers 

but before National Adjustment Grant 986! 3,057 
National Adjustment Grant * 1,750 1,750 
Emergency Grant / 1,500 4,000 


BALANCE 2,264, 2,693) 2,606 


(‘) Estimated by Commission. 

(?) Includes 1,500 special subsidy, per provincial estimates; in 1937 and 1938 this subsidy amounted to 3,500. 

(*) Includes certain expenditures subsequently assumed by the Dominion. (‘) Not included in budget; estimated. 
(5) Including relief for unemployables. * Not shown. — Nil. 


SASKATCHEWAN 


PLAN I 
Thousands of Dollars 


TABLE 27 
(Concluded) 


1926 1930 1933 1936 1937 1938 1939 


(Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 


MUNICIPALITIES 
Municipal revenues 


Municipal expenditures 
Relief to employables 


Remaining municipal expenditures 


Surplus—before adjustments 
Surplus—after adjustments 


In addition, municipal share of municipal 
relief works was 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 
Gain or logs on Transfers before 


National Adjustment Grant 8,986} 8, 


National Adjustment Grant and Emer- 


gency Grant 3.2500) 5), 


758 
750 


Total (excluding Sinking Funds) 12,236| 14,508| 14,728 
57 


Former provincial Sinking Funds 358 
Total (including Sinking Funds) 12,594 
Relief works charged to Capital Account —_ 
Net gain to provincial government 12,594 
MUNICIPAL GOVERNMENTS— 
Current Account 
Municipal share of relief works 
Net gain to municipal governments.... 
SUMMARY— 


COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 


14,785 


E 


* 


VINCIAL SINKING FUNDS : 13,094) 15,036)(‘)15, 285|(‘)11,15¢ 


() Assuming 1937 municipal relief expenditures, and no provincial or municipal relief works expenditures. 


* Not shown. 
— Nil. 
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ALBERTA TABLE 28 
PLAN I 
Thousands of Dollars 
Item oa 1926 19390 1933 1336 1937 1938 1939 
No. (Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 
PROVINCIAL GOVERNMENT 
1 REVENUE, Current Account.......... 10,770) 13,385) 12,191) 16,465, 18,199) 18,633) 17,720) 
LESS — 
2 Personal:income Taxes vic!) doce Soa — a 432 538 665 650 600 
3 Corporation| Taxessin. 0). ga OQ 857 994; 1,271} 1,554) 2,132) 2,474) 2,396 
4 Mining Tax Rebate estimate.......... 324 365 157 280 384 600 620 
5 Succession WOuties os ewer oes teenie 254 553 257 343 1,326 372 300 
6 SSUES OUGI Sere ce ly hose gual cute 160\0 Ly hS2|) LD, OUI 2 s1oo |  Tyeaor  esoeot me sone 
7 Suabsidiesi tie ty . s abieee ers ca ees Ute = 6 ARNE 1,645; 1,671 1758) 2) 776). 41,776 1,782 1,787 
8 SSUES OCG G otis. cnioue Geet aust 6 fee eee 2,432; 2,853) 3,561; 3,931; 5,515| 4,678) 4,463 
9 | REMAINING REVENUE............. 8,338 10,532; 8,630) 12,534 12,684 13,955) 13,257 
Of which— 
10 PU HOMO OMIAIN 2 55) 54.d blag anes saaewlobe’s 518 795 972 1,541 1,686} 1,666; 1,829 
11 Mining Tax Rebate estimate.......... 324 365 157 280 384 600 620 
12 PeOr COMtrOl es). bia amnee aes SRE 1,941 1,888) 1,251 2,400) 2,590) 2,755 2,600 
13 Gasoline | Laxes oversees. eee wey eeeehs 424, 1,932 1783). 2,553) 25610) 2953) 29750 
14 PULOMOpIe Licences)... Re id dae Bees 1,162 Pare al 1,686 1,542 1,772 2232 2,101 
15 Other iRevernttes: o..0.6 26 ARE ei 3,969} 3,841 277811 45218) (3,642) 2 iSy749  sas57, 
————S ————————— re ae 
16 | EXPENDITURE, Current Account..... 11,549, 15,9341; 16,011/()18,739)(2)19, G64)(2)18 , 859)(°)19, 503 
LESS— 2 
A NetiDebt Service iiie.< 1 selswiedelontnee 4,603] 4,332} 6,027] (6,491} (76,959! (6,582] (6,250 
i 18 Direct Relief—Employables........... 21 637; 1,235; 2,229; 1,540 932 1,064 
19 Cost of Tax Collections, estimate...... 44 62 78 97 165 140 131 
20 RR OCAL -.hfole/sti ta dagen eNbuaanee 7,340| 8,817) 8,664) 7,654 7,445 
21 | REMAINING EXPENDITURE....... 8,671; 9,922) 10,400) 11,205) 12,058 
Of which— 
22 OTE A GE PENSIONS i 4 ca i3.ae osha} ase aie Ble 280 432 445 478 528 
23 Other Public Welfare ()............... 2,368 2,810 3,064 2,976 3,490 
24 RECUGAEION Ge EP bela aiice yee peti & 6 Wins toe 2,438} 2,569) 2,637; 2,803} 2,901 
25 pe ETE PRU SURV EA RIM) ORR Uh PAR Rat 781; 1,024, 1,337) 1,289] 1,420 
26 Developmentanie ie cis cd auiese oo $/6 ove tea 654 782 745 1,044 781 
dM | General Government.............605%% 1,328 1,548 1,632 1,695 2,145 
28 Of which cost of Tax Collections...... 78 97 165 140 131 
29 All other Current Expenditures....... $00 854 705 1,060 924 
30 | DEFICIT (excluding Sinking Funds) sa | Ce 
before: Transfers sais ee dee cles oleic. 3,820) (2,274)  (7865/C) C226] 1,783 
31 | DEFICIT OR SURPLUS after Transfers 
but before National Adjustment Grant 41 2,612) 2,284). 2,750). 1,199 
32 | National Adjustment Grant............. , —_ —— ae a | 
Bo HMBALANCE VON Ju Re auKieane celts ' 2,612} 2,284] 2,750, 1,199] 


| (*) Includes 2,695 unpaid interest. { 
(*) Includes provision for unpaid interest (estimated) :—1937, 3,400; 1938, 3,300; 1939, 3,200. 

(*) Includes adjustment, 272, in respect of Alberta Government Telephones for surplus earnings to repay advances. 

(*) Including relief for unemployables and agricultural relief administration. * Not shown. — Nil. 
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ALBERTA TABLE 28 


PLAN I (Concluded) 
Thousands of Dollars 


1926 1930 1933 1936 1937 1938 1939 


(Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 


MUNICIPALITIES 
Municipal revenues 


Municipal expenditures 
Relief to employables 


Remaining municipal expenditures 


Surplus—before adjustments 
Surplus—after adjustments 1,731 


A ant ©@ BO YP 


In addition, municipal share of municipal 
relief works was 10 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 
Gain or loss on Transfers before (?) 
National Adjustment Grant ‘ (*)4,, 886} (2)3 149} (2)2 976] (%)2 ,982 
National Adjustment Grant ; * — --- cee = 


Total (excluding Sinking Funds) 4,886, 3,149) 2,976) 2,982 
Former provincial Sinking Funds 3 — — — 
Total (including Sinking Funds) 4,889| 3,149) 2,976, 2,982 
Relief works charged to Capital Account 460 
Net gain to provincial government 5,573} 3,609 


But interest now unpaid is 2,695 3,400 
Allowing for this net gain would be (ex- 

cluding relief works) 
Allowing for this net gain would be (in- 

eluding relielworks) rei ye eek 


MUNICIPAL GOVERNMENTS— 
Current Account 995 
Municipal share of relief works........ 97 hs 


* * 


Net gain to municipal governments.... 1,092 


SUMMARY— 
COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS— 
Assuming full interest were paid... 6,247, 4,144) (4)3,971) (43,977| 


On basis of current interest pay- 
3,552 744) (4671) = (4)777 


AND, INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
WORKS— 
XVI Assuming full interest were paid... 6,931) 4,701) (4)4,528) (4)4,534 


XVII On basis of current interest pay- 
4,236} 1,301) (4)1,228) (4)1,334 


() Includes 2,695 unpaid interest. (?) Includes provision for unpaid interest (estimated) :—1937, 3,400; 1938, 3,300; 1939, 3,200. 
(*) Includes adjustment, 272, in respect of Alberta Government Telephones for surplus earnings to repay advances. 
(*) Assuming 1937 municipal relief and provincial-municipal relief works expenditures. * Not shown. — Nil. 
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BRITISH COLUMBIA TABLE 29 


PLAN I 
Thousands of Dollars 


Item _—— 1926 1930 1933 1936 1937 19338 1939 
No. (Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 


es) (ee es ey 


PROVINCIAL GOVERNMENT 


1 | REVENUE, Current Account.......... 21,861; 23,999} 19,589) 27,811) 30,893) 32,437) 28,816 
LESS— 
2 Personal income Paxes....i2...6.0.5 sina bien 889 1,216 2,046 1,959 2,002 2,500] (')2 ,000 
3 Corporation Taxes ajc wisi. cet. ee. it 4,103 5,247 3,582 6,145 6,948 8,907! (4)6, 266 
4 Mining Tax Rebate estimate.......... 1,830 600 300 1,750 2,100 1,600 1,800 
5 DUCCESSIONNOItICS Km... abies 2. 5 ae 767 699 477 972 1,428 804 890 
6 SU LOCAL spas uta slate otmctsue role, iene 3,929) 0,502) Si8O5t 73201) Gero) AC sOLe 7,356 
7 SUDSIClcem eee o's sis 4 orien, ee 739 739 875 1,625 1,625 1,625 1,625 
8 SN OLE) cet sats iid ue eue's o-Shote & 4,668, 7,301) 6,680| 8,951} 9,903| 12,236 8,981 
9 | REMAINING REVENUE.............| 17,193} 16,698) 12,909) 18,860; 20,990) 20,201) 19,835 
Of which— 
10 SACP UIONTAIG oo ohh diac cee es eee 4,658) 4,086) 2,794, 4,134 4,415} 3,946) 4,086 
11 Mining Tax Rebate estimate.......... 1,830 600 300 1,750 2,100 1,600 1,800 
12 PAICODI GMETOL tele Vie 4 tkuars saa tua gas 3,637) 4,191 2,3144 3,607; 4,095} 3,892) 3,850 
13 GADLING A IAXES*. SAWt:. Bis cseieie he <0 at's 680 1,753 2,055 2 £204. .35 163) S284 ) -axk650 
14 PYULOMIOWUE LACENCES (4 Ao Bees. cy eee 1,614 2,189 1,943 2,627 2,871 2,906 3,000 
15 Other INGvenues. 45, . oases ok Cae 4,774. 3,879) . 3,503 4,022 4,346, 4,573 3,949 
16 | EXPENDITURE, Current Account..... 20,035) 26,174 22,656) 27,915) 29,396) 30,356) 30,618 
LESS— 
17 ING MDEDE SErViICe iis). SEEN ai als! 3,789; 5,051 6,580} 6,665 6,540; 6,363 6 , 662 
18 Direct Relief—Employables........... — 992 3,234] 3,983 3,408} 3,270] (2)3,376 
19 Cost of Tax Collections, estimate...... 230 286 244 363 415 488 366 
20 SUDA LOCAL HAG y ies evan! Ga wink 4,019| 6,329) 10,058) 11,011| 10,363) 10,121| 10,404 
yRt REMAINING EXPENDITURE....... 16,016) 19,845) 12,598) 16,904) 19,033) 20,235) 20,214 
Of which— 
22 Old Agemensions coe. 0 SAM. cc's An — 562 409 555 588 633 808 
23 Other Publemweltare Gy ae 3,048) 3,909) 2,891 4,104) 4,516 5,412 Bye Re 
24 Baiicatiomteie: cree tir ecu ea tere ce tee 3,819) 4,379) °3; 236)" "3 ,977| 4,273)" 4.403) | 47355 
25 ERIS Way saree nim iwcs ut! HORNS 3 J) etuNle ae 2,422 2,889 15515 2,427 2,876} 2,744 2,709 
26 Development fais peal uous il Oar 25327), | 3,088 1,201 1,782 1,898} 2,044 2,200 
27 Géneral Governmenth seen et ae cok 1,702 2,298 1,785 2,292 2,782} 3,040; 3,018 
28 Of which cost of Tax Collections...... 230 286 244 363 415 488 366 
29 All other Current Expenditures....... 2,928} 3,009 1,805 4,130) | 25015 2,447 2, 2a% 
30 DEFICIT OR SURPLUS (excluding 
Sinking Funds) before Transfers...... 1,826) 2,175) 3,067 104; 1,497; 2,081) 1,802 
Bi DEFICIT OR SURPLUS after Transfers 
but before National Adjustment Grant LOL 7 7, ata Sil 1,956 1,957 34 379 
32 | National Adjustment Grant............. ‘ + * —— — — — 
SOP SALAINC Reet 8.0, Gee Re Ne Gletele tues Uk lb | ra i : 1,956; 1,957 34 379 
(‘) Division estimated. * Not shown. 
(?) Not included in budget; estimated. — Nil. 


(*) Includes relief for unemployables and agricultural relief administration. 
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BRITISH COLUMBIA TABLE 29 
PLAN I (Concluded) 
Thousands of Dollars 
Aes — 1926 1930 1933 1936 1937 1938 1939 
oO. (Actual) (Actual) (Actual) (Actual) (Actual) (Actual) (Estimates) 
MUNICIPALITIES 

A Maunicipar revenies.. 2. . 6 17,839} 22,775) 24,320} 20,550} 21,039 
D Municipal expenditures... o.oo. 17,139) 22,497) 25,225) 21,372} 22,603 
E_ | Relief to employables.................. — 260| 1,072 751 749 
G Remaining municipal expenditures....... 17,139). 22,237) 24,153) 20.621). 21,854 
H_ | Deficit or Surplus—before adjustments... 700 278 305 822; 1,564 
J Deficit or Surplus—after adjustments. ... 760 538 167 71 815 


K In addition, municipal share of municipal 
TENGE WOPROIWASH Eas esc eel woe wore sa 733 2 93| 11 


NET GAIN TO PROVINCIAL AND MUNICIPAL GOVERNMENTS 


PROVINCIAL GOVERNMENT— 


I Gain or loss on Transfers before 
National Adjustment Grant........ ig iy 2,060 460 1,423 
II National Adjustment Grant........... - - = — — — 
III Total (excluding Sinking Funds) * i is 2,060 460 1,423 
IV Former provincial Sinking Funds...... 1,630 2,159 586 658 853 too 
Vv Total (including Sinking Funds) * in ‘i VP RAN AND Mie Be] 2i1f5 
VI Relief works charged to Capital Account; — 774 — 1,250 15335 * 
VII Net gain to provincial government..... ‘4 . . 3,968) 2,648 * 
MUNICIPAL GOVERNMENTS— 
VIII Surrert  ACCOUNU Se feet ee ere — 260 1,072 751 749 * 
IX Municipal share of relief works........ BR 733 2 98 1 ‘ 
x Net gain to municipal governments.... — 993} 1,074 849 760 + 
SUMMARY— 
XI COMBINED PROVINCIAL-MUNI- 
CIPAL GAIN, INCLUDING PRO- 
VINCIAL SINKING FUNDS..... * : - 3,469} 2,062) (‘)2,361) (2)2,924 
XII AND, INCLUDING PROVINCIAL 
AND MUNICIPAL RELIEF 
HG 1d AS ee ro Ue ee - os * 4,817; 3,408) ()3,197| (23,766 
(*) Assuming 1937 municipal relief and provincial-municipal relief works expenditures. * Not shown. 


(?) Assuming 1937 municipal relief and relief works, and 1938 provincial relief works. — Nil. 


PLAN I 


COST TO THE DOMINION GOVERNMENT 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1926 | 1930 | 1933 1936 1937 1938 1939 


Provincial net debt service 24 ,948/29 ,476/50 ,183| (4)53,084| (4)54,311} (4)56,007} (')58 ,828 
Municipal net debt service (?) 3,981) 5,882) 5,174 5,810 4,975] (°)4,975| (3)4,975 


Relief to employables— 
Provincial governments 90} 4,096/28 ,015 36,758 37 ,394 29,216 JPW 9 


Excess cost relief works 
Item (3) 934| 185 1,141 6,566 (*)500 (3) 


Municipalities 3,225/20,410| 22,478) 17,608] (*)17,608) (*)17,608 


Direct relief equivalent of provincial and 
municipal relief works 1,442) 2,416 4,905 4,624) (°)12,851) (#)12,851 


Savings in Dominion share if direct relief 
substituted for works 1,652| 1,069 6,905 4,537 1,900} (*)5,000 
Sub-Total—Relief to employables. . 90\ 6,177|49 , 587 sa aos 48) D2 Sie Ligeti 50,834 
National Adjustment Grants 14,900 14,900 14,900 14,900 
Emergency Grants 1,500 4,000 4,000 2,000 
GRAND TOTAL 131,389| 126,709| 137,157/ 131,537 


Present subsidies 12 ,517/14 ,276|15 ,332 16,934; 21,184 21,201 19,200 


GROSS COST of Plan I to Dominion 114,455; 105,525) 115,956; 112,337 


Provincial income, corporation and inherit- 
ance taxes less mining tax apportionment?7 , 145 36 , 966/34 ,141 52 ,462 68 ,469 73,742 63 ,903 


Quebec, New Brunswick and Nova Scotia 
municipal income taxes 1,644 1,870) (°)2,225| (*)2,225 


(*) Includes provision for unpaid interest in Alberta: 1936, 2,695; 1937, 3,400; 1938, 3,300; 1939, 3,200. 
(*) Quebec—interest only. 
(*) Estimated. 
* Not shown. 
— Nil. 


ALL GOVERNMENTS 


RELIEF EXPENDITURES (’) 
SUMMARY BY PURPOSES 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1930 1933 1936 1937 1938 


RELIEF EXPENDITURES THROUGH PRO- 
VINCIAL-MUNICIPAL AGENCIES— 
Employables 110,777 78,815 


Unemployables (”) 5,428 5,518 


Relief Works 12,252 
Agricultural and Miscellaneous 


Sub-Total 133 ,829| 152,354 


RELIEF EXPENDITURES THROUGH DOM- 
INION’S OWN AGENCIES 26,463} 12,802 


TOTAL RELIEF EXPENDITURES 160,292) 165,156 


* Not shown. 


(1) For the years 1938 and 1939 Provincial figures are based on actual expenditure, where available, or provincial budget estimates. 
In these years the municipal figures are assumed to be the same as for the year 1937. 


(*) Provincial share only. Municipal share of expenditures for unemployables is included in Public Welfare expenditures, Table 43. 
(*) Information not available for all provinces; in Quebec provincial relief works expenditures amounted to 23,426. 
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ALL GOVERNMENTS TABLE 32 


RELIEF EXPENDITURES (’) 
(Through Provincial-Municipal Agencies) 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1930 1933 1936 1937 1938 1939 
RELIEF TO EMPLOYABLES— 

TOCUIVETINGT ON eae rama detih hth ood keh gid asblatiancal abate 3,140} 28,020) 51,541) 54,547) 32,091) 35,465 
PRINCE EDWARD ISLAND—Provincial.... —- — 14 21 50 50 
Municipal.... 2 14 20 30 30 30 
SubsWotalys F462 5. Pes cb ae a 5 14 34 51 80 80 
NOVA SCOTIA—Provincial.................. -~ 472 — 236 302 191 
Municingl. i521 beets onic 70 652 178 172 Ab 172 
SSDs LOLOL yc cree Seas Re kee ome 70 1,124 178 408 474 363 
NEW BRUNSWICK—Provincial............. —_ 252 324 28 149 70 
Municipal. : $7.00 3. 3 55 389 119 74 74 74 
SUD-Lotal, fi) Peete ey Pee. eae 55 641 443 102 223 144 
OUEBEC Provincial o's eenein-aneareeivantention 312 5,743 8,730} 11,454 4,333 4,466 
Mianicipal 22.4 Re ee eo Oe 525 7,696 9 ,829 7,829 7,829 7,829 
Sub-Totalvery eer eee ee lms Pe er od eal! Ko ce oY Ms by 0 8 | al’ shoe BTA pale Ir poy Age) 
ONDARIO—-Provincial «). cv iiee acta wittenhew dadstam « 24 9,361; 11,427 8,347 7,935 7,945 
Municipal. . oe 0 smh. cee ae See 1,180 6,956 7,615 5,209 5,209 5,209 
Sub-Totalesias senuaieiun wher oen dal 1,204 16,317| 19,042) 13,556) 13,144 13,154 
MANITOBA—Provincial..................26- 498 2,101 3,078 2,584 1,943 2,640 
Miinicipal )) sctise cco oh eee 530 1,929 2,108 2,050 2,050 2,050 
SUE OLE So aiatic wenden eke he won ee ete 1,028; 4,030 5,186 4,634 3,993 4,690 
SASKATCHEWAN—Provincial............... 1 ,633 5,617 6 ,973 oY (7k | een CURRIE 5,573 
Municipal Aree we yon 300 600 500 500 500 500 
SUD Lotal ae. tiie css oa ahs we ee en dee 1,933 Oya (,463| , 10,277\) 10 .c0c 6 ,073 
AEBER DA=Provincial co 02 4c. tis wis cue tae eats 637 1,235 2,229 1,540 832 1 ,064 
ECTS ers cts aid & ieee moter oe 300 1,102 1,358 995 995 995 
SUE L ObAL eet eto s cis «3 stele tele biemm ane 937 Paede tei 35567) ons): 1,824 2,059 
BRITISH COLUMBIA—Provincial........... 992 3,234 3,983 3,408 3,270 35376 
mlunicipaly. Jone 260 1,072 751 749 749 749 
BUDeLOtale wees see ees a2s Ook See ee Lagoa 4,306 4,734 4,157 4,019 4,125 
ALL GOVERNMENTS—Dominion........... 3,140} 28,020) 51,541) 54,547; 32,091) 35,465 
Provincial) ./.%. «ees 4,096} 28,015) 36,758, 37,395} 29,116) 25,375 
Miamecipal s. vscis waters 3,225) 20,410) 22,478) 17,608) 17,608) 17,608 
TOT A aa ees Atk a: So ee arte SA Bee Peas bo 10,461; 76,445) 110,777| 109,550, 78,815) 78,448 


32 


(1) For the years 1938 and 1939 Provincial figures are based on actual expenditure, where available, or provincial budget estimates. 


In these years the municipal figures are assumed to be the same as for the year 1937. 


i 
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ALL GOVERNMENTS TABLE 32 


(Continued) 
RELIEF EXPENDITURES (‘) 


(Through Provincial-Municipal Agencies) 


Thousands of Dollars 
Trent For the fiscal years ended nearest to December 31 
cre ee 1930 1933 1936 1937 1938 1939 
RELIEF TO UNEMPLOYABLES, PROVINCIAL 
SHARE (’) 
1 PRINCE EDWARD ISLAND............. — 25 27 27 28 28 
2 J RG AH: SASL 8 ORE Pe Pe Pc HD eds ted — 209 215 217 219 221 
3 NE VWROR UNG WLC Rs clones su iewih sane ake — 168 174 176 178 180 
4 RO Ne IE Rity i a'5 a elie g «ov nie b vib clgle gle Wiss — 1 re L548 ie L567, 155871) 1.1607 
) COIN Ue ye iets este ys o hed ai geld ale wm Cadena vie a 1,782} 1,845) 1,855) 1,865) 1,875 
6 1 Jol 0 Na) S 2 Ae RPA AAP ST A _— 355 355 358 360 360 
7 SPASTIC ECE) 9 LOU, VS SERRE UREA 2 _ 466 465 469 470 470 
8 PALE ciel aaeah so. < 5 5 Lig «.<)0ke & 0 Piwhde oon a ele _ 374 386 389 392 396 
9 Bi omnGCOLUMBIA i055 5.5.0 smeede trees _ 392 413 413 419 Aouibaes 
10 | TOTAL, PROVINCIAL SHARE (?)............. — 5,256} 5,428) 5,471) 5,518) 5,561 


(‘) For the years 1938 and 1939 Provincial figures are based on actual expenditure, where available, or provincial budget estimates. 
In these years the municipal figures are assumed to be the same as for the year 1937. 


(7) Municipal share included in Public Welfare expenditures, Table 43. 
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Item 


ALL GOVERNMENTS TABLE 32 


RELIEF EXPENDITURES (Continued) 
(Through Provincial-Municipal Agencies) 


RELIEF WORKS— 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1937 1938 1939 


DOMINION (included in relief to employables). — 
PRINCE EDWARD ISLAND—Provincial. .. 288 
Municipal.... 34 
SD Oba bee skeet. hk teo ie abl en Meas SP 
NOVA SCOTIA—Provincial................-. T1173 
WM MCID ALA esc ecleueee era 69 
SUNS COL Maicia.c le obs uiesa deh cae bute ate Ses 1,242 
NEW BRUNSWICK—Provincial............. 614 
Municipals). 3..a ons 15 
StibshOtale sci se it aes eae oe 629 
OQUBRBE GCG Provincial: . s\iases axoe + 4 ool rate escent 1,386} 23,426 
VIII CIDE. Cattety Seer tsl b deaerealer ait ate — 
Stipa OFAlass sates ils cae eeu 1,386| 23,426 
ONTARIO——Provincial fais silico ob ein oie bie tale Se 208 
NIVNICIDAL? «de tiakiodis » Vike See 100 
Sued OFAI le s/he ian ee a aoe SU 35e 
MANITOBA—Provincial...............00000% 731 
Wirnicipals soc ee ok 407 
DUS OURLS ues Sisis, Po kis Soba C ee 1,138 
SASKATCHEWAN —Provincial............... — 
Municipals. 0 i icewess's — 
SUDa LOCA are ue cue Ullah ete Mtl) stu a 
ALBERTA—Provincialss< jcc cc ssue as noes cbeoe 460 
IVEUICID ARE cai sa ce sl dete aets 97 
SUD OCDE LG eh eicle o a's tau ths gis a globe lous Leys 
BRITISH COLUMBIA—FProvincial........... 904 
Municipal........... 11 
Sup Oras eas auto aa 915 
ALL GOVERNMENTS— 
Dominion (included in relief to employables). . — 
Provincial: ¢og Cos vd Sneek go le 10,808 
Miinicipal iim sos pence enna ice ae 733 
TOTAL ere ee LY OER aren haw Avinieind 12,252; 11,541 


ALL GOVERNMENTS TABLE 32 
(Concluded) 
RELIEF EXPENDITURES 


(Through Provincial-Municipal Agencies) 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1930 1933 1936 1937 1938 1939 


AGRICULTURAL AND MISCELLANEOUS 
RELIEF— 


PROVINCES— 


Quebec 
Ontario 


Saskatchewan— 
Provincial 
Municipal 


Sub-Total—Saskatchewan 
Alberta— 
Provincial 
Municipal 


Sub-Total— Alberta 


25,792 
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ALL GOVERNMENTS 


RELIEF EXPENDITURES 
SUMMARY BY GOVERNMENTS 


Thousands of Dollars 
Item PONE 
No. 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
DOMINION SHARE—(') 
1 PrincetEd ward Island... ssisicc.c.o ini e sie anseje Wie tetemeyte ce heres eeaGRA Eee 5.6 SHRMCHERS ile OUROEIIUC Neh Rane Ntun ate MR CNER Ae a icre ear ce 
2 NOVa SCOCT eee eee ee eS ns Sralaeatls Carat ogy eG a enteteanth fet auege RC Cmt Re ene ect 
3 Ie w BEFUiS WICK. goss bic Dilcie wie cee Sree eae is Ohe et ei wi ertatal ehashi ng @t snes dG GEA UauA Catches Ue NG 0h e ean eC ee ee 
4 Guebee se Ste ohes Fb LI ee PS SAE She hia sg: laa fev stot ot Wie ole gad RRs CRC ee in fo esc are, ome 
5 Ontario se viii 5 Bk ieee ae Si ne! UD ates ads ok ah as ot a gisele Wotan Me LIN ENTGh rte ck RARE ct cen Ca WO RS OS a 
6 Wanita ba: osc ee ree eee he BR I Re TE Bw ora ey Sa olin a aes ei geben te ac, es Re ae ee eee en a ene 
7 Saskatchewan «'; GG saves olathe a ea ie Meee ores ce a ahoahrwnats ah an by ae be ahh ol pea at KED oat cP NTT ote) Suck cine NR URC oi ea oe 
8 Alberta ee RRs SOU LG AS See eds: SAS oe igt evo baicd k antan at alictoh eter olor aka eve ene ct ce a ary ame 
9 British Columbia's «5 cs etek oe Ss ee Oe Oe a tia ch ca B aha lah Gece ettelion atic ©) ot tartan ay ot cic PaO etee an ONCE a ce mene ene 
10 TOTAL—-DOMINION SHARES: «di cicg oc 5 oo tec 0's mw atehildtnaeais Tasesalel ere tatene Cat ne eRgaMN 2 neat rato cies 
PROVINCIAL SHARE—(?) 
11 Princei.a ward Tsland «...c:ssdieicic no clea te ete Gis oka oie aah ava’er el <& apmue esse a reeneMaaey b otitatig Ml <i, UAB: thn. c etenmia ree am Nae 
12 ING SCOUT 6 oon) e.g: «0: 0unseco:ldiseckse tel acasioscdid,os chemdbusnicorighe GAs SO Ce Trae Oe ee eR Rats Ho ieee eta eee eea a ee 
13 New Brunswick (9)... ..05. bn ae des 06 be wee 6 old phn chins ine Pl eelaw ole oP TO ea nelle: (2 ahascoceale ae atyen eee oe caer renee 
14 STOO i areata gtx e Gen: 5» lahetye ose Gibiin 6s ei sean efor e faiae tyRiy to gle. wl 6 aro me Ma ie aS bast Seana ct oneness eee 
15 TALI be ae ie cs sw cos 'os beh iatiecich cos duvsce tik Beaantiars fo la los BNSUS he YOUN Gi a) a6 RRR te ob SETS TE lt 0 bus ae AO ee cna gt nee 
16 WWW ey ayiao) et: ha ae ote iret Mens peeN Barker ue Le ere eg EBS ca 6 SNE Lk MD ME ee RT oe alate cop 
17 SaASkAtChe Wann y . 6 vc co's 0.6 ooh Seika Bik loie pole: 2 sefe: oawt lal rete Nna 2m TE2 A vorgelcahanhamarrniratineme baxter bre |0 21.1. eee ema eo een 
18 PID Cra He ea te Pita he. «ba a dapae & 6 Ede Realpi ode ale Bo eb ed tre oats Sa ake oT Le ode us ak Uncen eer 
19 BritishiGolumpbigvens wis... «evcicts Gove s IE Rk oc lea eres Tas ate Seer ae ea alc tata hes ioe, baa a cea ee ere 
20 TOTAL—PROVINCIAL SHARE. . wm seswar saree SE ees Os eee Oe ee Ree 
MUNICIPAL SHARE—(°) 
21 Prince:Edward Toland i's siiic bos ere siic 6s eee eee oe ade we tee toteia ee eR Orel che Sica! aia ou. 5 © Wide aie Ene et ene eens 
22 NOVA) SCOUIR I 5 osc cle se aisivie Sve viege une ess os eee War tt ray Stray edt Le AAPM MORE SoA meet. Ap oh aR, 
23 News Biriris witless lois asics ss cere wlal ota So Ee She eo oe aiabeceie eh ate eae ra ane its) Cunha ci aan he eee ee 
24 QOUCDEC venice Cee eee oleic eRs 8 PERS CA AR its De wre tie ie alte erent re faa Reto a dite teks Seeley ein Pee gat eee 
25 Ontario a eee toe Wiebe local eel wie oo oS SRS che Sik AR RE Wi aie IEEE. fire mts PoP d ge eT cReva invias et oro cc aan tee ce ene eee 
26 BUT ATV STORET es oie ee Ce Pia ae bon outa Ra te tia eR ee ie aes ae TB rete i WARES Gate? abicate v0, ¢ o GcvaRaLeeePat e GUD aa aimee ee ec 
OM f MASKALCHEWALlr ce er rite rice ne ee eet eee a aialese ik failed COSTE © ROC Rete bai eile caad etd sual ore aren rr nena 
28 TN oc 9 2: Se are pe LAN ls pete PU eR tA Smee aca Persian 2. 0 oN De RMN R a: Td CTL eh that 
29 British Columbia cis aes oe eee Te Oe ls Rae ae. || ae ane en 


30 TOTAL—MUNICIPAL SHARE wy 05 )..0'5.0 s/s eee 6am viattets pipe d's o 4 seem ele fe cee at net ee 


() Dominion share on basis of Dominion fiscal years. 


(®) Gross; refunds unallocated amount as follows: Quebec, 28; Ontario, 4; Manitoba, 54; Saskatchewan, 915; Alberta, 178; British 
Columbia, 4; total, 1,183. 


(*) Provincial share on basis of provincial fiscal years; includes expenditures charged to current and capital account. 
(*) Provincial share for New Brunswick estimated from Relief Questionnaire. 


ALL GOVERNMENTS TABLE 33 
RELIEF EXPENDITURES 
SUMMARY BY GOVERNMENTS 
Thousands of Dollars 
For the fiscal years ended nearest to December 31 tren 
Aa a ce en Se IS 2 Lik a ee ae ee Total 
1930 1931 1932 1933 1934 1935 1936 1937 No, 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 

21 183 50 22 aya | 286 315 NET Li27s 1 

62 904 1,376 1,072 797 1,336 1,258 693 7,498 2 
250 745 404 606 439 1,121 947 563 5,075 3 
320 5,110 5 ,846 4,669 11,308 7,890 10,361 (2)7 ,969 53 ,473 4 
15220 9,351 9,515 11,935 15 ,538 15 ,482 15,120 (?)7,395 85 ,556 5 
285 3,329 2,828 2,470 2,159 3,319 5,059 (?)3 ,479 22 ,928 6 
536 7,915 7,104 2,427 8,026 7,181 11,297 (?)27 ,510 71,996 7 
187 2,566 2,605 1,452 1,645 1,805 3,639 (?)3 ,664 17,563 8 
259 3,428 4,078 3,367 3,174 2,274 3,545 (2)3 ,097 23,228 9 
3,140 33,531 33,806 28 ,020 43,307 40,694 51,541 (?)54, 547 288,586) 10 
— 125 149 25 130 602 259 336 1,626) 11 
— 1,184 1,764 1,472 910 1,234 1,272 1,626 9,462} 12 
--- 1,421 49 785 611 1127 1,403 818 6,214) 13 
1,186 9 ,064 7,543 8,706 11,496 10,755 15,221 15 ,025 78,996) 14 
24 5 ,060 13,925 13 ,370 36,479 30 , 669 15,794 15,457 130,778} 15 

622 2,952 2,613 2,665 BW i | 3,578 4,526 (5)3 ,853 23,986) 16 
4,937 15 ,833 5,567 6,135 12 ,866 105,137 10,874 34,302 100,651} 17 
1,438 2,806 PAREN 2,287 3,203 3,841 4,170 2,893 22,875) 18 
992 BY 3,614 3,626 5,469 FO00 5,646 5,156 35,605; 19 
9,199 41,972 37,461 39,071 74,341 69,518 59,165 79,466 410,193) 20 
5 12 42 14 62 51 45 64 295} 21 

70 472 685 670 683 475 181 241 3,477| 22 

=) 400 47 504 295 159 119 89 1,668} 23 

525 3,078 5,449 8 ,863 9,041 7,900 9,829 7,829 52,514) 24 
1,180 6,921 9,921 7,065 8,635 8,328 7,622 5,309 54,981) 25 
738 2,301 1,939 1,929 27158 2,924 2,602 2,457 17,041| 26 
398 265 532 1,698 187 1,295 508 500 53000) O27 
800 1,315 1,026 1,157 1,149 1,393 1,368 1,092 9,300) 28 
993 1,452 1,196 1,074 1,268 1,475 849 760 9,067} 29 

j 4,764 16,216 20,837 22,974 23,471 24,000 23 ,123 18,341 153,726! 30 


_—— a Nr 


(®) Does not include municipal bank loans guaranteed, amount of these being uncertain. 

(*) Municipal share in Prince Edward Island, Nova Scotia, New Brunswick, Saskatchewan, Alberta and British Columbia on basis of 
provincial fiscal years; in Ontario, direct relief is on the calendar year basis and relief works on the provincial fiscal year basis; 
in Manitoba, on basis of fiscal year ending March 31; in Quebec, amounts shown are estimated on the basis of figures for the city 
of Montreal, whose fiscal year ends April 30. 


Oe eee eme es mentee 


ALL GOVERNMENTS 


RELIEF EXPENDITURES 
SUMMARY BY GOVERNMENTS 


Thousands of Dollars 


a ne 
ee eee ee eS 


TOTAL RELIEF EXPENDITURES (Dominion, Provincial and Municipal Shares combined)— 


1 PPI ESC WAL LSLANG isis wie ck & nS ataakaig Sls ac patter vs tos cee SR SUEa fake Lanes tI cuenta ie gus tenia ean cen 
2 IN OVA! SCOC ee ee ee a i wie foo Sev epenis atoll (alle les dita the aca te late hw Nettamea tens atetcl c 151 Re DEORE: Ue Ph SNM a2 a ne 
3 New Brunswick (1) ee ie eae i atROL MOI LIA Ue terre a fae MUON eave ke ep) 
4 MUTED OCs Sic ears’ eo heaters. py We! align > Hoapetraniertprees’sc'u'oi'o gta tegre  eteat other ints iertatte meiies tell a Mietemenrarapec kta tcc Pa, ree eter et Se 
5 COTICATION Sie insees ae 5 oleic ims a te we # lb a layne dade oh lolt la este ee a be Ui tachy terse adler il table aif att LTERGE aa) 00h Qa OPRInCnn A, Oc a 
6 YE bea hi’e) a: enn ne Lana Oe a? eR nee WEAN MOP AON ALOU Se mET UNG MIRE el Aes ATL ZEN Seb SSP AL ale Se oh RL ae 
7 SASKATCHEWAN ooo) ao) haha es asters alate le erate eo lala tell Miele wl etaretmna ls tobe Melee arain attains tale TLNr athe ts eae nee ae td 
8 PAL ODER AEN 8 6s Seine: a:/0h Si antec NES) in ca Reugniena: HAL Go atin Mres Palio: \cikee  co ow Coates SVAERR ia Ne OLROUNY Cu beaec CN (gol ome eee ce ee 
9 ESOL EIS COMBI DIA 6 oc. cic ieee dese ls Noe be eth w GG) SPR aUetaOS: bi oh DAUaII6) by UTAH fay OER REAP IERTES Resse odie te RGGI ered etre ate voc 
10 TOTAL—-COMBINED EXPENDITURE) 23/005 Seb ie ik RRR ee whe CRE ecu dich cM eee cee eet 
RECAPITULATION 
} EXPENDITURE THROUGH PROVINCIAL-MUNICIPAL AGENCIES— 
ae TOTAL —DOMINION SHARE |) e304. (BAR cA yc) ee oo eR AE. 
12 OTA. PROVINCIAL ‘SHARE sivas Wika oe cums 6 sate a eee ea arerer te late ia a: as\ c/a ae avaite ie eanecg es enn 
| 13 TOTAL-—-MUNICIPATS SHARE erro, Soils ks isa iets Giese caer ee ett cay ak on alo esate ean ey eee ean ee 
14 TOTAL—EXPENDITURE, through Provincial-Municipal Agencies............... 0.0. e eee e ce eee eeees 
15 ADD-—DOMINION EXPENDITURE, through own agencies:... 0... doce ck bee cee vee cuceestces 
16 TOTAL COMBINED EXPENDITURE. oc WA cle olor 5 ee ee Re Glee Sis ca ere een ne 


(‘) Provincial share for New Brunswick estimated from Relief Questionnaire. 
(?) Does not include 18,487 written off relief advances to provinces. 


TABLE 33 


ALL GOVERNMENTS 


(Concluded) 
RELIEF EXPENDITURES 
SUMMARY BY GOVERNMENTS 
Thousands of Dollars 
For the fiscal years ended nearest to December 31 Iter 
1930 1931 1932 1933 1934 1935 1936 1937 Total No. 
26 320 241 61 413 939 619 CY i; 3,196 1 
132 2,560 3,825 3,214 2,390 3,045 pag OS | 2,560 20,437 2 
305 2,566 500 1,895 1,345 2,407 2,469 1,470 12,957 3 
2,031 ty are 44 18 ,838 22,290 31,845 26,545 35,411 30,823 184 ,983 4 
2,424 21,552 33,361 32,370 60 ,652 54,479 38 ,536 28,161 av Lor 5 
1,645 8,582 7,380 7,064 7,487 9,821 12,187 9,789 63,955 6 
Dor! 24,013 132203 10,260 21,079 18,613 22,679 O62 ore 178 ,030 7 
2,425 6,687 5 , 868 4,896 5,997 7,039 9,177 7,649 49 ,738 8 
2,244 8,407 8,888 8,067 9,911 11,324 10,040 9,013 67 ,894 9 
17,103 91,719 92,104 90,065 141,115 134,212 133,829 152,354 852,505} 10 


28,020 
39,071 
22,974 


43 307 
74,341 
23,471 


40,694 
69,518 
24,000 


51,541 
59,165 


1,292 
18,395 


8337—13 


96,484 


95,019 


97,944 


141,119 
17,353 


158 ,472 


134,212 
38/729 


133 ,829 
(?)26 ,463 


288, 586 
410,193 
153,726 


852,505 


112,191 


964,696 


172,934 


160,292 


165,156 


PRINCE EDWARD ISLAND 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 


For the fiscal years ended nearest to 
ecw December 31 (') 


1930 1931 1932 1933 


DIRECT AND MISCELLANEOUS RELIEF— 


Dominionionares.e3. s ee i hs A ORS. Ses 1 7 18 22 
PTGVANCIOIRSATON fois 5) cities slesd o's ede cc et Piel eee nee omens as 7 12 25 
EUOICID ALT OEALO Wardle ees ks. deve s att ere Gudiee ols See teteivie ote Os 5 — 1 14 
MUS LOCAL Fi uirea sb tio ova cater Mate n alae ENE acera 6 14 ot 61 
RELIEF WORKS— 
Dominion Share of Provincial Works...............0000- 20 161 25 a 
Dominion Share of Municipal Works.................05- — 15 7 — 
Provincial Share of Provincial Works...............-0005. — 113 114 — 
Provincial Share of Municipal Works.................... — 5 ao — 
Municipal Share of Municipal Works.................... ~— 12 41 — 
DUO LOCA crs Lee the eine oe eas ie ine 20 306 210 — 
EMA aneere ee Aas a. 5, chess deh SUN es STOR a ae eR Te ard tnt 26 320 241 61 
SUMMARY 
Dominion Share, as reported by the Dominion.............. 21 183 50 22 
Provincial Share—Current Account... .....i..00sse0c cesses. —_ 12 39 25 
Provincial Share—Capital Account.................200000- = 143 114 — 
VL LATIAC IIIS IAL OS. ooo seid ohakc eso tua eee eae bic eee ea 5 12 42 14 
ILO TAL as BOOVe... (oes tea une baie eae ma 26 320 241 61 


() Dominion share, on the basis of Dominion fiscal years ended March 31st. Provincial and Municipal shares, on the basis of fiscal 
years ended December 31st. 


PRINCE EDWARD ISLAND 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 


For the fiscal years ended nearest to 
December 31 (') 


Source 
1934 1935 1936 1937 
36 29 59 88 APPENGIKI By PAS ly nay Ha Verisedinin oi se Oe 
24 2 22 18 ADDENCIZI Ou DE LaValle perduradstrema meee 
21 15 20 30 Provincial Government...'s oiesis sos Oe 
&1 72 101 136 
185 256 245 iwi ADDENCis Bi Pl LB aes ne ace ne ae ee 
—_ S 11 12 ADpendix oy. Gee ee es en erat ere cles 
98 563 218 288 PIPPCNEIR Ess Blan tae ale ce eae ener oie aos 
8 7 19 30 Appenais bsp: Line aun oir dee dae ae 
41 36 25 34 Provincial Government. 770. cee ec ee 
8 BSI 807 518 44] 
413 939 619 577 
221 286 315 177] “Appendie Bt pe 1s en cee ed 
BP 39 41 48 ADDCUCI by Do Livert. cca ae ee ye 
98 563 218 288 APPENCixi bo! Dy Ove peak ec eC ee eee 
62 Se 45 64 Provincial Governmentv sc seo e. eee st. 
413 939 619 577 


eoetece ere ee ee ewe 


eeeece es eee se © oo 


eoeecee eee eee ee o 


eoeceoe eee ee ee eee 


ecco ee eo ee ee oe © © oo 


eoereer eee eee oe @ 


TABLE 34 


eas Wh = 
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100 


NOVA SCOTIA 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


Thousands of Dollars 


For the fiscal years ended nearest to 
December 31 (') 


AR A RR A RR i a | RR | NE | A RE | RT LE 


Item WIR AAT 
No. 
DIRECT AND MISCELLANEOUS RELIEF— 
1 PIOMINIOM WOALE ) cea aw vuasicas ce cnet eoukh gene RIE Ee oF 
2 Provincial SMALE. ow sk suidierececa cn cece dae ae MOE sb 
3 Dlunicipal Share... 2... 4... cheers HO. C2 
4 RULER OCAL cee 5.) Geis vie tein ie cere ehetete a ae tenes cet cae amet 
RELIEF WORKS— 
5 Dominion Share of Provincial Works................+02- 
6 Dominion Share of Municipal Works...............0000- 
7 Provincial. snare of Provincial Works... vaysacss.+s 0g he es 
8 Provincial Share of Municipal Works.................46- 
9 Municipal Share of Municipal Works.................00- 
10 Hi SUDsTOtal ais cueing 5 cadalee wane m tenis ene er 
ON Ry Sb O10 tN BRAY) 9 estes eee Rr tLe a mneOm eh LAC U me ayia unas 1: 
SUMMARY 
12 Dominion Share, as reported by the Dominion.............. 
13 Provincial’ Share—CurrentActount.. . ous. sues cepa eade eb 
14 | Provincial Share—Capital Account... 2.0. ce lis esc cece aren 
15 INT TC HE OELER oo cfc’ tis CS \esdlo te is doe ee eke Pia OM de eo etd 
16 PLD eA Sot SEI VOL edb s-.0' acs. aiabe om PAN goatee ne Gene nee eee 


(1) Dominion share, on the basis of Dominion fiscal years, ended March 31st. 


1930 1931 1932 1933 

8 178 416 638 

— 112 216 674 
70 32 291 652 

78 322 923 1,964 

— 447 874 433 
54 279 86 1 

— 928 1,376 791 
me 144 172 x 
— 440 394 18 


54 2,238 2,902 15250 
132 2,560 3,825 3,214 


—_—_ | | | LT. 


62 904 1,376 1,072 
Fe 256 388 681 
— 928 1,376 791 
70 472 685 670 


132 2,560 3,825 3,214 


Provincial and Municipal shares, on the basis of fiscal 


years ended September 30th, years 1930-1934; and November 30th, years 1935-1937; year 1935 represents 14 month period. 


(*) Includes 40 special adjustment. 
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NOVA SCOTIA 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


For the fiscal years ended nearest to 


1934 


1,336 
438 
796 
475 


3,045 


December 31 (') 


1935 1936 


1937 


Thousands of Dollars 


Appendix Crp 20g ccc riclc dine i oie «stn Ceaeererets <5. 1 
ADRENGIX Ciel Ze lel oon > sp. oleie PE ee DATO REMINEOL se 2 
Provincial, Government six... 0 +s 5 9.92.9 eels Leer tetnend OA os» 3 
4 

Appendix Cp p. 20uheatt Lacsoinu Dt 26ers catalan 2... 5 
Appendix C, p.: 20ubioti Naisalounth te oats tdiosiiwierhs». 6 
Appendix,C, p46. 0005 se ree eiee rier eh 2 Ses 7 
Appendix..C, p., 12 ui). 05 4 cae ee Soinat ioe), duet ho... 8 
Provincial. Government Seiiaia ML J ale. Linnie... 9 
10 

11 

Appendix:C,'p.) 20... PPAR) os oe eee ack Sas 12 
Appendix Co ps h2 ene ic cea a meateiaie aha s sh bg! x tara ar angie 13 
Appendix: Gipia4<3 cata wal beotroivey ee rei? enliven? 14 
Provincial. Governmentpenvod terres). arionh intend vines. 15 


TABLE 35 
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NEW BRUNSWICK 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


Thousands of Dollars 
For the fiscal years ended nearest to 
Item December 31 (') 
No. 
1930 1931 1932 1933 
DIRECT AND MISCELLANEOUS RELIEF— 
1 Dominion Shares ss oud veneers 0 V6 eit POOR oes — 17 161 328 
2 Provincial Shares. : scads 6 ove wernes oe hee TORN Lat _— 4 49 406 
3 Municipal Share. sé s sac y dos OO RW. as 55 3 47 389 
& Sub=Lotal ih ese nT a ehaee ae eee ew menue Ah] 24 Zor Pei23 
RELIEF WORKS— 
5 Dominion Share of Provincial Works.................06- 206 594 191 271 
6 Dominion Share of Municipal Works..............2..206: 44 134 52 7 
Provincial Share of Provincial Works— 
7 Trans-Canada Highway... .20r89?. . Seed Oe aus — 43 —_ 73 
8 Other: Provincial: Works sess Oe Rai it AA — 925 — 292 
9 Provincial Share of Municipal Works.................... — 449 — 14 
10 Municipal Share of Municipal Works.................... —_— 397 —_ 115 
11 Sub-Total inch sina ote se eat ee 250 2,542 243 772 
DIRE HESS § © 00 Sa ae a RO het PeeWee oe Tame ee Le Geos AUN) 305 2,566 500 1,895 
SUMMARY 
13 Dominion Share, as reported by the Dominion.............. 250 745 404 606 
14 Provincial Share, Current Accounts2i70s) 1044 PUOIT IY ho 35 —_ 453 49 420 
5 Provincialenare, Capital Account jccisic iio enietiale ale — 968 — 365 
16. WManicinal en are ts by dank de de ie tees Sree hem oe ods 55 400 47 504 
17: (1) STOTAL fastaboverisss So ahiad te Pcs Seb. leat Pact Belt 305 2,566 500 1,895 


(4) Dominion Share, on the basis of Dominion fiscal years, ended March 31st. Provincial and Municipal Shares, on the basis of fiscal 
years ended September 30th, years 1930-1934; and November 30th, years 1935-1937; year 1935 represents 14 month period. 
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NEW BRUNSWICK TABLE 36 
RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 
For the fiscal years ended nearest to 
December 31 (') Sarees Item 
No. 
1934 1935 1936 1937 
351 388 551 110 APPeNdix DOA 24st nme ss ee ae eee ORR! a) 1 
218 309 498 186 Provincial Government... . 6.66. 0S SU, SRR IIOP. C: 2 
179 128 119 74 Provincial Government: ss 6s 5 254. OPFOR 3 
748 825 1,168 370 4 
87 733 396 403 ADDenEit Ts 2a area cee eee ak aicinie dias pidrel e056 es ee 5 
1 — — 50 PBDPOCNOUS TL Da: 2a ee aloes oie ne olive are ao okie ek Bie ohomerare as 6 
2 810 633 413 ELStimm ated sass 5 din ce oe le dw edd cinta oer Se Sc Se 7 
306 — 272 201 EEStHT AEC 6.5. oc eee ee es EES Oe PEER SORES. 8 
15 8 -—~— 18 Provincial Government?! . ore IO Pa Pe. 9 
116 31 — 15 Provincial Government. PP eae JO Te Ler Ss, 10 
597 oan T. 301 1,100 11 
1,345 2,407 2,469 1,470 12 
439 ewe | 947 563 Appendix -D, p. 24e..055 vn. A Siete ee 13 
55 317 498 204 Provincial Governmént’. 22055) Os OUeuees HEIN VOT... 14 
378 810 905 614 Provincial Goverment iit ote street ha os see area 15 
295 159fece, te 110260,” 895i; - Provincial Government... .sc.issnesededees ad wR. 16 


119 89 Provincial Government................ 
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QUEBEC 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


Thousands of Doilars 


For the fiscal years ended nearest to 


December 31 (') 


1933 


rn | a | A | | NT | 


rar 


oy wi Wh 


ooo; 


14 
15 


DIRECT AND MISCELLANEOUS RELIEF— 
DyGmnitiiansSWare ss a's os) oo corse yeiso0 ce 00 tPR 5 fu hel oe a ole 
Provincial Share— 

General) Relief... 0.5.5.0 s cbreetnemeeeh Demers «s « 
PUICOUPISHIELINICH «6 i)ee 4 ciow ee a eee BE Lele cia EO ole 
FREUD Hie ARICA. © ou: nese Kosh arenas ia earate x ara ere a ae 
IVIUITIC IE ALG sy sic oesu choles bye cee wen nea esetey WIEN Sao eter mre 


Si teed Die) 7 | | nr eran OCtabaan Runs trailer FATE ART EN Ake 1 


RELIEF WORKS— 
Dominion Share of Provincial Works........6<nesse 0... 
Dominion Share of Municipal) Worksewawntk Lakin verte... 
Provincial Share of Provincial Works. .....3 .cc.0s.c000e- 


Provincial Share of Municipal Works, grants under Road 
Acts, not included in Unemployed Aid Acts............ 
Municipal Share of Municipal Works.................06: 


Soltis LOCI. icc dunce eee rane tenia ede tones ae eee eee ie 


AGRICULTURAL AID— 
Provincial Expenditures (Seed Grain).................5. 


SUMMARY 


Dominion Share, as reported by the Dominion.............. 
Provincial Share, Current Account— 
General Relief and Municipal Works.................... 
Pd TOUT ISICCIIOO i enti eos oa 6 biva's ree cit Ae Ea eaeanetens 
FRECUITY COVA rere Sis Gorhe obie as wis, eet nels a Siac Ciena 
AgriciituralAid (Seed Grain). 2 J) vor 36 in klaeee Hees 
Provincial Share, Capital Account, o..0c nc cae as sacs ae ess 
Municipal Shares eet naveirs esac 90 sue eke Re eRe 


TOTAL, asta poven ccc ee ead ies ida cel eee eee 


1930 1931 1932 
45 1,144 2,946 
312 2,654 3,972 
26 12 il 
i re 20 
525 569 1,910 
908 4,379 8,859 
9 358 386 
266 3,608 2,514 
739 4,978 2,202 
ae 1,340 771 
ee 2,509 3,539 
1, O14ee = 12793 9,412 
109 80 567 
2,031) 17,252} 18,838 
320 5,110 5 ,846 
312 3,994 4,743 
26 12 11 
= = 20 
109 80 567 
739 4,978 2,202 
525 3,078 5,449 
2,031'  17,252' 18,838 


4,669 


7,228 
28 

63 
132 
1,255 
8,863 


22,238 


(1) Dominion share, on the basis of Dominion fiscal years, ended March 31st. Provincial share, on the basis of fiscal years ended June 30th. 
(?) Gross; unallocated refunds 28. 


- 
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QUEBEC TABLE 37 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


Thousands of Dollars 
For the fiscal years ended nearest to 
December 31 (') Saurna Item 
SR rag nen nrg eo TTI TPT SPT Peg No. 
1934 1935 1936 1937 

10,928 7,714 8,708 5,294 AD Peni He Ga sete el Pe el mee ee cee BAU 1 
9,029 8,159 10,158 3,876 ADPENCIR GS Devdas Wel ee aia a a gle 8 2 
20 43 65 40 Appendie Bop us0e eye tincle no om iunemrate svg ue 4 gale t 3 
161 24 10 11 PDDCOGIR Un Di OO Ee ar alate tM alo ore waa ocia ois fds 4 4 
9,041 7,900 9 ,829 7,829 Estimated, on basis of City of Montreal figures......... 5 
29,179 23 ,840 28,770 17 ,050 6 
286 3 13653 2,675 Appendix Bop. 23.4, cer ncn Aale cute Lega SONOR Gol ere MeL 7 
94 173 — — Appendix Foy Di Zam REt. ble a aR Mee tia at RPe ach bina, mbt la 5 8 
1,156 1,340 4,188 1,386 AD Peni Fs! De LOR eet a ee ean abe oa salle anglais 5 6) 9 
— —_ — 8,602 AD PGnGity, Be Dd ca Weis a Abed slp Rte le puinin AMD «Plaid a bens a leh 9.02 10 
966) - 1,000 120 543 Pppendimi Be pe. Loewe sy ksh salt a mR RS MR YS he igo, oan Shed 11 
a — —_ — Estimated, on basis of City of Montreal figures......... 12 
a,00c 2010 5,961 13,206 13 
164 189 680 567 Appendix Ey Pe Sei eae oa wia sto eee ulgial ke arack Wine ara ielarae 14 
31,845 26,545 35,411 30,823 15 
11,308 7,890 10,361) ()7,969 Appendix Pipa 2e arti ge Bom boa Teeaktastl= Riereasvecds «28 6 © 16 
9,995 9,159 10,278 13,021 ADDS CEOS D cx LO te salieri swiss wo ws ts 66) gE lan eBagaieal belie eiiaine 17 
20 43 65 40 ABPENGi EA DSU Gis deuincn ihe fei Toies » au colith< Penta vublnmeutt ote 18 
161 24 10 11 PO DCC OER Ly MORO eon dei ie siete: sho 4d wig RRL Na Dee 2a 19 
164 189 680 567 ADDendix Ee oy OF eins tae dadian sae oe amine tren ae ae Palas 20 
1,156 1 ,340 4,188 1,386 Appendix Bp loi! oes ois coc os x eins og CANS 21 
9,041 7,900 9,829 7,829 Estimated on basis of City of Montreal figures.......... 22 
31,845 26,545 35,411 30,823 23 
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Item 
No. 


mn PWN 


12 
13 


14 


15 
16 
17 
18 
19 


20 


ONTARIO 
RELIEF EXPENDITURES 


THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


Thousands of Dollars 


For the fiscal years ended nearest to 


1933 


32,370 


11,935 


11,143 
63 
2,164 
7,065 


December 31 (') 
1930 1931 1932 
DIRECT AND MISCELLANEOUS RELIEF— 
PO TTIOT OEIOES 6 csc ors oc ceci etecanoce tous eh cavemen ean ie uehcee ee elec ee 197 1,832 5 ,864 
Provincial Share— 
CREME POTTER CIELO. 5 choco eb ees oneal ok toe Gare meee bid 24 790 3,950 
Backroitue wand Movement. cee num pace tela eek — — 6 
BUT ICTO AIP On 25 7.5 + 0 gs site ia. Fe ee tec tos Poe orate tose EE 1,180 1,285 3,917 
Ul MEAN. ssa saua ly Wik ede uaa ee eat eae 1,401 3,907 13,7 37 
RELIEF WORKS— 
Dominion Share of Provincial Works,....0.5 05.03. 004.055 — 4 ,539 1,885 
Dominion Share of Municipal ‘Works........0050. 0000.06. 1,023 2,980 1,766 
Provincial Share of Provincial Works.................04- — 1,412 6,930 
Provincial Share of Municipal Works.................... — 2,858 3,039 
Municipal Share of Municipal Works. 2200 octane Gees — 5 ,636 6 ,004 
Subs Lotal’ oy 5 yideiiet ee Aes, eo whew 1,023 17 ,425 19 ,624 
AGRICULTURAL AID— 
Provincial Expenditures (Seed Grain)...............0... i — _ 
pCOTID A To ee Mee I = BETS ices 6.55. del gale le mrt Ms aan brah oe Aaa c acca 2,424 21,332 33,361 
SUMMARY 
Dominion Share, as reported by the Dominion............ 1,220 9,351 9,515 
Provincial Share, Current Account— 
General Relief and Municipal Works. ................. 24 3,648 6,989 
Backitomt ne Vand aviovement? sn so vas aglcniee ta ee se — — 6 
Seed sGraine were ial, Wa eee fae cae s oeee — — —_— 
Provincialtshare;, Capital Account: i.) Ste oe so ts «oe — 1,412 6,930 
MIUMICiNal SNAle. tack once cae acano eto nace eetec aici 1,180 6,921 9,921 
TOTAL castabove ieee a bon oi Se Bee oes haha icy 4 2,424 21,332 33,361 


(t) Dominion share, on the basis of Dominion fiscal years, ended March 31st. 


32,370 


Provincial share, on the basis of fiscal years ended October 


31st, years 1930-1934, inclusive, and March 3lst, years 1935 to 1937; provincial figures do not include expenditures in 5 month 
period November 1, 1934 to March 31, 1935; Municipal share, direct relief, calendar year basis; relief works, provincial fiscal 
year basis. 


(*) Gross; unallocated refunds 4. 
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Bee TABLE 38 
RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 
For the fiscal years ended nearest to 
December 31 (') Snurce Item 
No. | 
1935 1936 1937 
9,052 9,909 6,137 PIDDENCIN err Stier eae te ae ere ee ene nunranenueerem eh a sy 1 
21,566 13 ,260 10,162 Fan) ook 9a Ce a bar yy 9a 0s pale ales Wnw bp Naa gemini a. anne oe gb otra aah ie MRS nto 2 
24 8 — ADP Gie th Mg Toei sete gas an aise alae ate aioe abel ote wise trea 3 
8,143 7,615 5,209 Provincia Government rvs rere no ee are wets aie ua) ea eekly acs a 
38,785 30,792 21,508 o 
6,156 5,210 1257 POC ICIx Wei Oe Zier caiee inks iret alii Wiessner ensvart. 6 atatalle 6 
274 1 27 POCTICINIE YS Pataeeint eee emt ie cele rr ctr he oy wu a ld 4 
8,831 2,457 ees Pi PORCINE is Meer a ee mae etait tein a we sane ate eau atone 8 
248 12 40 PO DCHCIN LOND, Laer n te en se ee ee ste eam ee ren gine 9 
185 7 100 Provincial GOvVernmentstrne wa tae Wee ae t leuls ctu aes 10 
15 ,694 L00n 6,650 11 
— 57 3 DDN CUX Mt Oe Sutin eC mt eee sree eee he egies os i? 
54,479 38,536 28,161 13 
15 ,482 15,120) (2)7,395 Appendix) py Zane wine nen Mini eet gm ali) Wella Ge) okie 14 
21,814 135272 10,202 ADPOR GIS ES DANS la mere terre ore eis sii one Bik slaty Banners akan 15 
24 8 —_ ADSI ER es cle reer twa tedne lds coal Meat nla sun heute a ohanE 16 
— 57 3 PSDCTOIS ER PMOy cots re cir ee atte Oates crete mesa mes sia eeu 17 
8,831 2,407 SBR: PONCE Les ONO hail snes ue ae al arate Bintan eter eee et teaaeeten 18 
8,328 7,622 5,309 PTOVINICIANM TO VETTIIMENC es cn nis he cratire te oe eerie none ei 19 


54,479 38,536 28,161 20 
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MANITOBA 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 


For the fiscal years ended nearest to 


Item December 31 () 
No. —————————— 
1939 1931 1932 1933 


| A | | | 


DIRECT AND MISCELLANEOUS RELIEF— 


1 DGtrsniONEShares soiree ele y ue es a Suse aneraae wate etena en poreasii take 87 1,191 1,714 2,374 
Provincial Share— 

2 Expenditure charged to Current Account.............. 289 962 1.673 2,456 

3 DirectiC narees cto-Dencit ACCGUNC.....5 saute as cena cit — — 40 40 

4, Loans to Municipalities, partial or non-interest bearing 7 93 119 30 

5 IWEUHSESTO ANID ELAEC hole Gia s,s icoe cosia k acalal SER gph QS get eae y sos 6 530 1,108 1,531 1,929 

6 SSL OC Ol ite c c'e's ove CMe a A BON eens a 913 3,354 SOLA 6,769 


RELIEF WORKS— 


if Dominion! Share of Provincial Works... 2/62.45. 0.000% « 62 768 272 87 
8 Dominion Share of Municipal Works...os0 ose he ba Oe 134 1,370 842 4 
Provincial Share of Provincial Works— 
9 Expenditures Capitalized ....5 cue. aie S ae WE ge Bina evades 6 a 117 803 443 13 
10 Expenditures charged to current GediCi0. <p octenwea dine « «+ — — — — 
11 Provincial Share of Municipal, Works 22 96. wet, nun esopuls © = > > 209 1,093 292 — 
12 IVT C IGUAL S 6 a ial a args La eeeiogs GMeR a TE eee venue noes 208 1,193 408 — 
13 MEO COtaL. och ac Meee rae. pen aee ince an ERE Sats es 730 Oly WANE Ny feW 104 


AGRICULTURAL AID— 


14 Wom imronucrant. tO Province sain eaieeg aie ce eutne aie ae etee 2 — — 5 
Provincial Expenditure— 
15 Implementing guaranteed bank loans.................. — — — — 
16 Loans to municipalities, partial or non-interest bearing. . — 1 — 122 
17 Muricipalmank loans guaranteed. <. 46. o0s/a ee bate oe a = 46 64 
18 Municipal Expenditures (not available).................. — — — — 
19 SUD OCS cis i-3 ane edie a ei wa moee eR aes Z 1 46 191 
ZO SEO TA Ts A erent kee. one's ie a ow asi Gis a ena Ie 1,645 8,582 7,380 7,064 
SUMMARY | 
21 TOTO‘, OAT a ears ysis ois heres 0'> ce, 8 oR oa an Cate aes ne 285 3,329 2,828 2,470 | 
Provincial Share— | 
22 Expenditure charged to Current Account................ 498 2,055 1,965 2,456 , 
23 Direct, Gharces to wocicics see eh cas aoe s scare hes Rees — — 40 40 
Expenditures charged to Capital Account— 
24 FOTO MCIAL VY OES ae Se be ph ceca te CH at ald 117 803 443 13 
25 POOl LG0ANS. can. en eae Oe a Lick ei eie’ opie hee an cies 7 94 119 92 
26 Implementing guaranteed bank loans.:................ — a — — 
27 Municipal bank:loans’guaranteedih.. deicnislensd denen sees — — 46 64 
DOr itl s VARI CIDE ATC oo covcbe Ganceer MCE FROG eS Son de he SEE eR 738 2,301 1,939 1,929 
ZO OLA OS, BDOV Gs 12) ay cicero rete eid oahcein ol ea ern atel nunes 1,645 8,582 7,380 7,064 


(‘) Dominion share, on the basis of Dominion fiscal years, ended March 31st; province’s share on the basis of fiscal years, ended April 
Oth; municipal share on the basis of fiscal years, ended March 31st. 
(7) Gross, refunds unallocated 54. 
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MANITOBA TABLE 39 
RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 
For the fiscal years ended nearest to 
December 31 (') Siem lee 
1934 1935 1936 1937 
2,095 2,229 2,968 2,486 DENI Cre rio cin clet Wheat el ctieeee) cebu. a. 1 
2,394 2,185 2,485 O14)  PiAppendixiGegniSien oo 4. oc. 4a ce enn Meese tate. 2 
— — — — Appendix G, p. 5 (included in deficit)... ............4. 3 
62 55 36 132 Appendix'Gi'pii 11 (part of Item 6.Ca) ete «ee ok 4 
gas es 22079 2,108 2,050 Provincial Government (1937 estimated)............... 5 
6,702 6,748 7,597 6,782 6 
58 611 1,260 729 ADPOCNCIZ CD NOGHE ss Vaya ius oo Laken paths smerte-ire tbs) aha is 7 
— 472 631 214 Appendix:Gripr Soaps. Wertasan Mh ds,oeuiwiee Sabad eae) 8 
130 597 874 320 ‘Anpendiz G; pl iiditem iG weyiae tote es cele alte tiveee ool 9 
— —- -- 411 Appendix G, p. 5 (included in deficit)................. 10 
37 499 948 828 Appendix'G pas Poe pe werent ciaus: Valen a ill kee 11 
— 645 494 407 Provincial Government (1937, Winnipeg alone, sewage 
a ———— Kista) NM ag oy si eR Daal ie sl al Fy OOO EME co ALIEN 12 
ae5 2,824 4,207 2,909 13 
6 7 200 50 Appendix: Gulp oS oth uh. ake ut see MeN ES A ia 3! dice ieh 14 
85 32 4 55 Appendix G, p. 1) (part of Item 2)s. oo. en. Bae. 15 
541 148 4 7 Appendix G, p. 11 (balance of Item 6 (a) )............. 16 
72 62 183 ? Appendix G, p. 11 (part of Item 6 (b) ), see also p. 32....| 17 
560 249 383 98 
7,487 9,821 12,187 9,789 
2,159 3,319 KeOsOlien()3- 470i)" Appendix Gaps $30.42) sve ck aka CMON Le se 
2,431 2,684 3,433 2,942 ADPDeNnGix Ge De ai ids ale: a5 ee ret eee ele ancE HE eit os ete eit 
—_ — — 411 Appendix G, p. 5 (included in deficit) 
130 597 874 320 Appendee Cu p.L LE Ol OR es, oa ac Gre iene Ova bo 
603 203 32 °125 Appendix G, p. 11, Item 6 (a).......... a ye Ae 
85 B32 4 55 Appendix, G:.pinl]y part, of Ltems 7.00). Haan ieee ican. » 
72 62 183 ? Appendix G, p. 11, part of Item 6 (b) 
2,151 2,924 2,602 2,457 
7,487 9,821 12,187 9,789 
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SASKATCHEWAN 


RELIEF EXPENDITURES 


THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


Thousands of Dollars 


For the fiscal years ended nearest to 
December 31 (') 


nn | en | | | 


wn a SSC oa 


32 


DIRECT AND MISCELLANEOUS RELIEF— 


IDOMINIONFON ALE UH ae vei sted eae aT oak lete Soa gle haere 
Dominion Grant @) 0. 6s cece errs ho PRGA, 6 5 
POPOV A CII TAT Ge eles ocie ets Rha bate @ Atle cates Gy we Soak 
Municipal Sharer eee). oS ae oe Pea as 


Sub-Total. 20s POI 4 FSU eD A RIO 


RELIEF WORKS— 


Dominion Share of Provincial Works. ...5....0..s0:s008% 
Dominion Share of Municipal Worksic5..)/ 0002. © hi eee 
Provincial Share of Provincial Works— 
KEATING yee 5k ians.'o o eet ohn s Esake ls oteae ees Ga eeeeenee 
Current Accounts. 222) 60.09 6 SRE Sk oH SE bes 
Provincial Share of Municipal Works.................... 
Municipal Share of Municipal Works?.................... 


Sub-Total) 2. See. ees, CS, os 


AGRICULTURAL AID— 


DDOMUINIOANSHATES cs ites islets’ ce Mate LTA A ee ck os ss 
Provincialonare ty ae.)diecce bee he eee ae ee wee ee 
Provincial Guarantee of Municipal Bank Loans........... 
Municipal th xpenGgitures ..o0 52 eA au eae ae Saleee eee 


Sub-Total, 00s oe cso 8 ot. PAIGE 2 3: 


Municipal WOLtks: ¢3¢ac).ncdag nd aainea Sead eee eae erties 
PLS CACUTENIT SL AGG oes detail cis va see eva Oe Aen nee Meee ae 


Sub-Total—Provincial Share.................. 


Miuainicinal:Saare: sant cesio divi vin «wie Pies oie. cee ee ee tee 


A UE PRES OS AIIO VC cc oer Sie ore hear tai as ccai'ors dca Ap aneieh BCR RTO RT Ore aN 
RECONCILIATION—PROVINCIAL SHARE— 


Provincial Share of Provincial Works, Capital Account.... 
Poor Loansin ni cet tgeewranr nts FE ee SRT 63 
Relief,’Current Account 25 8.900 tthe fh vis FITS ba: 
Less—Dominion Grant (Provincial fiscal year basis)...... 


Not deducted from the above— 
Provincial Relief Treasury Bills written off by the Dominion 


4,937 


1930 1931 
ae 4,221 
294 1,325 
300 12 
594 5,558 
536 1,232 
a 896 
550 2,742 
368 2,910 
243 466 
98 145 
1,795 8,391 
a 1,566 
728 7,875 
2,754 515 
pas 108 
3,482| 10,064 
5,871 24,013 
536 7,915 
294 1,325 
918 5,652 
243 466 
3,482 8,390 
15,833 
398 265 
5,871 24,013 
550 2,742 
2,754 540 
1,633) 12,551 
4,937, 15,833 
oI 5,339 


1932 1933 
2,083 2,212 
2,646 4,177 

47 741 
4,776 7,130 
512 11 
841 141 

4 ox: 
74 18 
468 213 
61 1 
1,960 384 
3,668 63 
2,842 1,810 

467 

424 956 
6,467 2,746 
13,203} 10,260 
7,104 2,427 
2,646 4,177 
78 18 
468 213 
2,375 1727 
5,567 6,135 
532 1,698 
13,203 10,260 

4 es 
457 52 


6,020 6,083 


5,567 6,135 


643 2,239 


(}) Dominion share on the basis of Dominion fiscal years, ended March 31st; Provincial and Municipal shares on the basis of fiscal years 


ended April 30th. 


111 


SASKATCHEWAN TABLE 40 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 


For the fiscal years ended nearest to 


December 31 (') ake! ee 

1934 1935 1936 1937 é 
2,991 BAe ai 8,273 16,259 Appendix") pr27 ee eae Ge SUES Be, 1 
4,998 4,000 — — Appendix Hs PaBimesurgisasacenrdst oy TOs, e. 2 
1,498 2,495 4,455 10,779 Provincial Government.) )..\/.5...). nod pote see es 3 
68 86 500 500 Provincial: Government Or ie eh ANOS, 6 8 4 
D555: GO ie 13,426 21 5338 5 
7) 10 624 559 Appendix pi 27 Uses an ican eee eels Gieta wield alee selwlatin s 6 
39 — — — A DDCD GIR END Aa eas potas Le Grae ere Meee ets orbit ae Saale 7 
619 10 ao Appendix: H, py 11)*Item FC) Ys FOS eee AOI. 8 
806 = 723 792 Provincial Government! Up nd FO. PIS ES SEI 9 
—- — — — Provincial Government ee ee BO SSE, 10 
1 — 2 ? Provincial Governments ede eae PP eae SOS A. 11 
844 629 FE330 Bis toy | 12 
— — 2,400 10 ,692 ADRONCIx ELS Deo Ix wee wed seinen ite hese ls lion ules wiarens 13 
10,589 6,093 2,206 6,208 14 
27 930 3,500 16,523 Appendix H, p. 26 Gncluded iv "C”) 2G PMV ea. 15 
118 1,209 6 ? Provincial: Government nO FEA Oe RTE, 16 
10 , 680 Os a5e. 8,112 33,423 17 
21,079 18,613 22,679 62,312 18 
8 ,026 7,181 11,297} (*)27,510 Appendix; pe 27ers PPAF. SEO MOI es 19 
1,498 2,495 4,455 10,779 20 
806 619 713 792 21 
== — =e eeee 22 
10,562 7,023 5,706 22), 731 23 
12 ,866 10,137 10 ,874 34,302 Appendix H (see Reconciliation below)................- 24 
187 1,295 508 500 Provincial Governmentet eee re: occ ceevsmcet aces ss 25 
21,079 18,613 22,679 62,312 26 
— 619 10 — AppendixiHy pert} Itém'4 (div eats AI, 2. oT 
230 1,200 3,445 24,056 Appendix’; 9111) Ttenr6 (ayy ain oP. POP o 28 
18 ,634 11,318 7,439 10,246 Apperidist Fe p14 Pitem! SoCayee rere, ABP et PRO oe 29 
5,998 3,000 — -— Appendini tiny Sunnie iuscasct sess oe Ae ee 30 
12,866 10,137 10,874 34,302 31 
8,166 746 549 a 32 


(*) Division between Direct Relief and Agricultural Relief not available. 
(®) Gross; refunds unallocated, 915. 


15 
16 


17 
18 


ALBERTA 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 


For the fiscal years ended nearest to 


December 31 (') 


1931 1932 1933 
622 1,415 1,411 
638 1,029 1,598 
155 195 185 
607 869 1,102 

2,022 3,508 4,296 
1,079 534 28 
865 638 13 
1,043 608 32 
588 245 ll 
708 151 10 
4,283 2,176 94 
158 51 134 
218 190 327 

6 Dl llyog -e 

ba 6 45 
382 184 506 
6,687 5,868 4,896 
2,566 2,605 1,452 
1,226 1,274 1,609 
158 51 134 
1,043 608 32 
379 406 512 
1,315 1,026 1,157 
6,687 5,868 4,896 


1930 
DIRECT AND MISCELLANEOUS RELIEF— 
Dominion share. o.oo. o's oc oc 0 0 5 Mths oe obhw eincerteat tbe ois 5 12 
Provincial Share— 
Expenditure charged to Current Account.............. 292 
Poor Loans and Other Expenses Capitalized............ 81 
INEGI Dal Aree ech Wh oc a aul. olan on is einen eth ehaupeenteder coatene 300 
SU S8 BS) Ee On RR EE Cb a OA isrl e 5 685 
RELIEF WORKS— 
Dominion Share of Provincial Works................-.-- 79 
Dominion Share of Municipal Works.........s0ce000080+. 96 
Provincial snare of. Provincial, Wosks cic 2) da senreiayeqe Cle «1's. « 660 
Provincial Share of Municipal, Worksecawue) dateriayqnth «+ 345 
Municipal Share of Municipal Works.................... 500 
181 sg Wo, es) MPM ee ee ekg ORD ahd Ath yal er |S 1,680 
AGRICULTURAL AID— 
Doeminion’ Grant to Provinces. a-onminesuacs lamniranee <4 = 
Provincial Expenditures— 
| OTTER TEACCOUNL 5 5cois: 5.5: 3)'s rors ian al a Sar ta eke aa ACARD 60 
Poor Loans Capitalized— 
Seed Grain and Fodder, binder twine, tractor fuel and 
|MWuelatechaiet-gn as] C MRMMeeey Un lAVEn ny aii cmaigakentct war habauid PI? — 
Other Expenditure Capitalized— 
Movement of Settlers, etc..... . #2. «0 «0% wierd... « — 
WIUUICIISA IU XDONGICULES. «. + nice niece pels Heise ne serra ale — 
Bue LOLOL oe si cae area aie ee i aies 60 
vi © 9 I og WR oh 5 etal ey ee UE ALOE AEA GN tote Lee aalckatacge Ih 2,425 
SUMMARY 
TIGMAINION sStiRPOs erccesrial atic fare icles A wl vik ih te die ade Rhea 187 
Provincial Share— 
Direct Relief and Municipal Works....................> 637 
Agricultural Expenditures, Current Account.............. 60 
Provincial Works, CapitaliAccount:. 78 (. « -baisisiterarentie «<< 660 
Poor Loans and Other Expenditures Capitalized.......... 81 
NIUGICIDAL BHAT w.. - 45 clearest asians «cpl tav ic fae eek rane ete 800 
TOTAL Sas aDOVES. «ccs eee tne as OR GEE ek, Creel hae 2,425 


(‘) Dominion share on the basis of Dominion fiscal years, ended March 31st; provincial and municipal shares on basis of provincial 


fiscal years. 


(7) Does not include 52, Calgary-Waterton Lakes Highway. 
(*) Includes 97 foodstuffs, and 57 processing cattle dry areas. 
(*) Gross; refunds unallocated, 178. 
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ALBERTA TABLE 41 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 


For the fiscal years ended nearest to 


December 31 (') Brena ae 

1934 1935 1936 1937 , 
1,577 1 ,688 2252 2,580 ABD Ge ee ere i i ae 1 
1,445 1,806 2,614 1,929 Appendix J, p. 13 (less refunds 95).................00. 2 
349 480 46 10 Appendix J, p. 10, part of Items 7 and 8............... 3 
1,106 1,375 1,358 995 Provincial Government. 00s e/o 2 eee ae oe of 
4,477 5,349 6,208 5,514 5 
60 117 BEOWAN | (AV250b)\ \ WALIOACLS VET UUM GEIULIA CH Hu duit 0h MeeaRUM elas Ea 6 

5 —_ — 70 Be Weg tcc aie yo Gnd Cats o Riae’L 5 VA ANU MLA siete EET Tk ONCE) BO ana en cederia ON i} 

293 eT 684 460 Appendix: 3,) p. 110, 1temi4 (a) Rea ees oak 8 
B40 Waineiaecrs a 9 
ae ae —— 97 Provincial Governments sae nak ae sare atl a oe 10 
698 394 1,034 877 11 

3 — 1,007 (*)764 Appendix |. pa26wert., ionrvge amie Marcil Wu ol 12 

7 — 78 145 PD Perris (Fj) De BO levi din Gy UM a MEMS eis fesph'aite ish w "a i 13 

507 1,054 646 349 Appendix .J,, p. .10;/part of Item: Freee aiee . eee es sees 14 
262 224 194 — Appendix) Jap: L0, pare Of Liem 8.05 meerum «ce cussiole abhor. 15 
43 18 10 ? Provincial Government iin ose tas Lieve eet ha eit silat as ovale al ote 16 
822 1,296 1,935 AOU Aey ss 17 
5,997 7,039 9,177 7,648 18 
1,645 1,805 3,639) (4)3,664 A DDONGIEU NR Fost ea dan eiisr mans ol coats cua! at lalate be isl ean aera ae 19 
1,785 1,806 2,614 1,929 ADOC EID TS ei cia cis plore pis lere sib ievasaye tal wale winland ite abe 20 
7 — 78 145 ABpendstx eSB iis lepers odes ie ea PAIS BBs piamttede mete ds 21 

293 297 684 460 Appendixi jmp rlOpitem:4: (d)asnceris erie 22 
1,118 1258 794 359 Appendix. J, p. 10, part of Items 7 and 8.......% 0606008 23 
1,149 1,393 1,368 1,092 Provincial (Government: oicis's:.' <.0.<!s da leodrenmibie siatvente aiateie ~ + 24 
5,997 7,039 ST 7,649 25 


"337—15 
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BRITISH COLUMBIA 


RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 


Thousands of Dollars 


For the fiscal years ended nearest to 
December 31 (') 


cee | ne aS NS nr | a ns one | en en | | 


Item 
No. 
DIRECT AND MISCELLANEOUS RELIEF— 
1 Dominion Share wits ws ang hee es Re By 3 a 
Provincial Share— 
2 UPPER O A CCOUDIELE via wore wi aisr alii ora) ie Keslice aonod THR Coen nea 
Capital Account-— 

3 Forest Development........000800008 pela aan LAY 2a ar 
4 ASSIstanice CO SCECIO‘S. 3... cele s a Heslale e a  e e 
5 Miunicipal Share ssa. cri Uaioe ga od ok iat ME oh eb 
6 SubsTotal’s.. te Pe Woh Ab th RPO 28 


RELIEF WORKS— 


7 Dominion Share of Provincial Works.................... 
8 Dominion Share of Municipal Works.................... 
Provincial Share of Provincial Works— 

9 Expenditures from Capital Account................... 
10 Expenditures from Current Account................... 
11 Provincial Share of Municipal Works................-.... 
12 Municipal Share of Municipal Works.................... 
13 Sub-Lotall runs i Toa Ail Reis AO 
14 ADO TAR Rane he Se OES FU IE, ae Mee BOM bh, 

SUMMARY 
15 PIOTTIURIOO SOLE ricteicly. G2 e cols. btn ie oe ecaneraedteiehe beta Mi eons eee 
Provincial Share— 
16 Current Accounts.) tis oeierarcerns c dae etal el ee 
17 Capital Account—Provincial Works...................-: 
18 MiiumicioalpSbare race i siete ase oe ae oale ar Bete 
TOTAL, as above 


eoeceece eros ees eee eee ene we eee ere oe eee ewe ures 


(*) Dominion share on the basis of Dominion fiscal yeara, ended March 31st. 
years ended March 31st. 


(? Gross; refunds unallocated. 4 


1930 | 1932 1932 1933 
34 790 2,964 3,371 
255 1,134 3,484 3,624 
260 311 1,055 1,072 
549 2,235 7,503 8,067 
140 1,438 504 4 

85 1,200 7 

as 1,600 SUI tees 

371 172) ae pe 
366 621 75 2 
733 1,141 141 2 

1,695 6,172 1335s — 
2,244 8,407 8,888 8,067 
259 3,428 4,078 3,367 
992 1,927 3,559 3,626 

a 1,600 Gal. bi yaa 
993 1,452 1,196 1,074 
2,244 8,407 8,888 8,067 


Provincial and Municipal shares, on the basis of fiscal 
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BRITISH COLUMBIA TABLE 42 
RELIEF EXPENDITURES 
THROUGH PROVINCIAL-MUNICIPAL AGENCIES 
Thousands of Dollars 
For the fiscal years ended nearest to 
December 31 (') elo Qi Item 
No. 
1934 1935 1936 | 1937 
3,170 2,248 2,881 2,145 ADDENGIS I De core cu hire ni nie cern e guna ahd De 1 
4,604 5 ,066 4,396 3,821 APDCNGIX Is Dido oes Mes ba eee s Baa a dae G «aden eety 2 
— — — 418 Anpend sxe he, "Dele oe se cas Ma ore OS Ohne: We coches 3 
ee — — 13 ADDeHOIR AD. A cab eae ee eke cae on Les Mies ns nels 4 
1,266 1,290 751 749 Provincial Governinent. uc sss. s ee ee ee 5 
9,040 8 , 604 8,028 7,146 6 
i 1 644 OSD, LAs Be diortS, pe: 2B e witedire AML aerate oh ign AMAR RL AV 7 
a 25 20 — Appéndix(K, p.1 28.4 she RR, BeBe 8 
863 2,509 1,250 904 AGDERCICIK., OT 20 Remy yee mers aie ans Sees Bde 9 
— — — a Appendix Ky ps Lo vieunw ste SURE IE. Paes es 10 
2 — — — APGERAIRUS., Pe DSUs tt Oe tee en tae tke ste od RE ll 
2 185 98 (?) 11 Provincial Governnient: 3s elas neal siple sina ots s+. 12 
871 Cog a, 2,012 1,867 13 
9,911 11,324 10,040 9,013 14 
3,174 2,274 3,545} (?)3,097 Appendix IK, po 2B Wh oi. sis Be: clean co tarsi ov ealics 14.5.0 Tae Be) 15 
4,606 5 ,066 4,396 ety A ADSI CIR I Oi Donte tens ohne rcaes Glue hiss a herd ae oe eenene es 16 
863 2,509 1,250 f,330 Nay alretab 8.4 1 leag abil WDE AAbaeleiekt 4 Blelahsaabniruly fe Mawsiab Mb canny erate Dodelbrd es Mae 17 
1,268 1,475 849 760 18 


9,911; 11,324) 10,040, 9,013 19 
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PROVINCES AND MUNICIPALITIES TABLE 43 
PUBLIC WELFARE EXPENDITURES (’) 


(Including relief for unemployables) 


Thousands of Dollars 
For the fiscal years ended nearest to December 31 
Item 
No. 1926 | 1930 | 1933 1936 1937 1938 1938 
PRINCE EDWARD ISLAND— 
1 Provincial less: retundsitncc oi haters aces 113 141 178 269 303 339 333 
y Less relief for employables................ — — — 21 50 (?)50 
3 SA LOCA Viewmedtieeee ecvrehs, aecermanyee 113 14 178 255 282 289 283 
4 PVLUTICHOAL ene ctl oie tach arecd ee oid, oe sist eats ERE CE 10 15 40 50 50 
5 Less. reliefsfor employables.......0.... «<6. — : 14 30 30 30 
6 LOLIL 6 Efe) a2 Faint ell Andi aI Rae TP enh ce 10 1 26 20 20 
7 | TOTAL—Prince Edward Island............. 123 15 204 282 302 309 303 
NOVA SCOTIA— 
8 PLoviwictal 6s3 TENINdS £6). sews eee sa 425 547| 1,681) ()1,842 2. 210 bie Sb Ion Ag2es 
9 Less relief for employables...........2.0.. — — 472 — 236 302 191 
10 Bp aLOtals. oc\asac cin nee en iemnenete trae 425 547| 1,209| 1,842| 1,974 2,055} 2,094 
1} WUC DAs eye om ett Ae OR es 973) 1,238) 1,851 1,679 1,829} 1,829 1,829 
12 Less. relief. tor.employabless:: ys aa be . a. ate — 70 652 178 172 172 172 
13 SUI LOCAL): cece, Br wuss « O7K £108) A5TOF ae 1 SOL 1,637) |, 1,097 L654 
14 TOPAL.-Novai Scotia. ose it sewn diee Baise ol 1,398) 1,715) 2,408) 3,343) 3,631) 3,712) 3,751 
NEW BRUNSWICK— 
15 Provincial, less: refunds. 72. Sey 270 440) (#)795| (8)1,156) ()1,241] 1,415) 1,281 
16 Less relief for employables................ oa — 252 3 8 149 (?)70 
17 DUD LOCAL (ce sy satiate wre eee aD 270 44 543 832 Peelorri. 200, nee 
18 VA CETIVELSNCU Eg godess Wed te tena ae ete mee eeate 830 Tad ee 1,133 997 997 997 
19 Less relief for employables...............; — 389 119 74 74 
20 Supe OCA ners tte seen tare me aateiae 830 670 7806 1,014 923 923 923 
21 | TOTAL—New Brunswick.................. 1,100| 1,110) 1,329 1,846) 2,136) 2,189, 2,134 
QUEBEC— 
a2 PTOVINCIAl ACSS TETUNOS sired Id Srosdiees oho oly a 2,362} 5,522! 13,774 20,224) 24,145) 18,238 17,737 
23 Less relief for. employables.:. 5... 0.506044 Torn! 312} 5,743) 8,730) 11,454) 4,333) 4,466 
24 DID = A OLAL GIN lau hades faa caue malate 2,3062| 5,210) 8,032) 11494) J2..691) 13,200\ 43 aie 
25 Mianictpall cvssccccvsccthvacpeb ieee emcee penaiepe) oitelictiuaretiene a 4,200} 6,050) 13,120; 15,580; 14,700) 14,700} 14,700 
26 Less relief for employables ic), 2:60 22 ca os aoe 525} 7,69 9 ,829 7,829) 7,829 7,829 
a7 SUD ed OLAla. eae tees items are pigie stk nie 4200)" 5,525) 55424) 5,751 6,871| 6,871 6,871 
28 TOTAL —OQuebee sch usin terete otters wisi ae 6,562) 10,735) 13,455} 17,245) 19,562) 20,776; 20,142 


(‘) For the years 1938 and 1939 Provincial figures are based on actual expenditure, where available, or provincial budget estimates. 
In these years the municipal figures are assumed to be the same as for the year 1937. 

(?) Not included in budget; estimated. 

(*) Includes special adjustment in respect of expenditures charged to capital account for unemployables:—Nova Scotia—1936, 45; New 
Brunswick—1933, §5; 1936, 232; 1937, 19. 
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PROVINCES AND MUNICIPALITIES TABLE 43 
PUBLIC WELFARE EXPENDITURES (‘) (Continued) 


(Including relief for unemployables) 


Thousands of Dollars 


Item 
No. 


For the fiscal years ended nearest to December 31 


1926 | 1930 | 1933 | 1936 1937 | 1938 | 1939 


a | | | nn | nn | nn | nen | cee 


no = 


yy oO oab W 


© 00 


10 


11 
12 


13 
14 


ii) 
16 


17 


18 
19 


20 
21 


22 
23 


24 


25 
26 


27 
28 


ONTARIO— 


Provincial; less refunds 3) 2) <2 
Less rehef for employables.. .......( 00 0k 


Si we! YO te oe ROP Cee & 


Municipal..... 


COPS Clie lone 6 0 6) 610 6. 01e 6.0) 8 Che iste 8 


Less. relief for.employables).............. cc eee 


Sub-Total 
TOTAL—Ontario 


MANITOBA— 


CY 


eceoeresee se eee oe eee eee eee eee 


PYOvincial, tess Terug. se le eee ee 
Less relief, for employables..... 2. J... ak 


DUD-Potal ee ee Ae Oe 


Municipal..... 


Ce 2 Y 


dbese'reliehiforemployables!...'.:505 Vo Ye... 


Bup-Dotalee. ce. Ds 


Ora viannOpns ee ede ee eek 


SASKATCHEWAN— 


OIE AN SSE OTT Sos tse, sikoi-pronitassshainanierioiaite 
less relichtorremployables..... 6... en 52st on 


SUL Eye OCCU EE sls we ag 5 bre iil fore 


Municipal..... 


ee 


Less relief for employables................ 


SORE IRE EAN TT Eee ke cial sieve 'nw So Gs Rapeinate ta deere 


POPAL—saskatchewan- ise... t. ee ee ek ee 


ALBERTA— 


PLOViticial, 1659 TELUNGS . os disco a niaeree sess 
Less relief for employables................ 


SOLE ea x ule w ce Hpcuaibks & een 


Municipal..... 


ooo er eo ewe e eee ee eee ee eee eee eo 


Less relief for employables................ 


Bribe POra re tes che by ee hed 


TOTAL—Alberta 


2 Sie © B16) 6) (Ol Uke ww) ON Oe ee Tere ee 


27,097] 29,112| 29,914 
8,347| 7,935| 7,945 


18 ,750| 21,177| 21,969 


20,337! 20,337| 20,337 
5,209} 5,209 5,209 


15,128| 15,128| 15,128 


2,133} 3,966, 5,112} 6,459] 6,137] 5,657| 6,506 
10| 498] 2,101} 3,078) 2,584! 1,943| @2,640 

20 123| 13,468 3,012) | | GORSIV ed 53h) 31714) | 3 ke66 
1,525] 2,400] 3,788] 4,250] 4,210] 4,210| 4,210 
Nic 530} 1,929] 2,108} 2,050) 2,050] 2,050 
1,525, 1,870| 1,859| 2,142| 2,160| 2,160| 2,160 
3,648] 5,338] 4,870/ 5,523| 5,713) 5,874 6,026 
1,768} 5,023] 8,757] 10,769} 13,859] 14,5121 9,707 
31] 1,633] 5,617| 6,973] 9,776) 10,302 ()5 573 
1,737| 3,390| 3,140} 3,796 4,083} 4,210| 4,134 
1,507| 2,703] 3,048) 3,353| 3,633] 3,633| 3,633] 
= 300/ 600 500 5001 500 500 
1,507| 2,403| 2,448} 2,853) 3,133} 3,133) 3,133 
3,244] 5,793] 5,588) 6,649} 7,216) 7,243] 7,267 
1,447| 3,113] 3,883] 5,471/ 5,0491 4,286] 5,082 

637 1,235 2,22 


1,540| 832] 1,064 
3,509| 3,454) 4,018 


ns a i 


3,548) 3,548) 3,548 
995 995 995 


CydIS bs eso Iaiee “Chg a 


6,062) 6,007, 6,571 


(‘) For the years 1938 and 1939 Provincial figures are based on actual expenditure, where available, or provincial budget estimates. 
In these years the municipal figures are assumed to be the same as for the year 1937. 


(?) Not included in budget; estimated. 
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Item 


NY Oo Oh WW 


8 
9 
10 


11 
12 


13 
14 


BRITISH COLUMBIA— 


Provincial, less refunds 


Less relief for employables 
Sub-Total. rs. de eke ders ae es 


Municipal emt. ca ces creme dae 
Less relief for employables 


Sub-Total tc Ph. c ee we eee Pe. Sf 
TOTAL—British Columbia 


ALL PROVINCES— 
Provincial, less refunds 


Less relief for employables 
SEL OCAlcs. os 4 vies Cubase ree ee 


PAUMICIDEI., ©... «hd. So... RRR oe 6 ee kas oe 
Less relief for employables 


BSD ecb OC Les civ auaccvbeemsearuemch rie avenbeell 


see ew eee eo er eee eee ee 


ee 


cose ere ere ee ee eee 


ee 


cose eere ree eee eee ore 


eoeoere ere ee eee eee ee 


ceoeoev eo eee ee ee eee 


oe eeoee eee ee eee s 


TABLE 43 
(Concluded) 


PROVINCES AND MUNICIPALITIES 
PUBLIC WELFARE EXPENDITURES (’) 


(Including relief for unemployables) 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1926 | 1930 | 1933 1936 1937° | 1938") 1939 


3,048) 5,403) 6,534 8,642) 8,592) 95315) 795457 
a 992; 3,234] 3,983} 3,408} 3,270 (*)3 376 


— | | | | | 


3,048| 4,471) 3,300| 4,659| 5,104, 6,045} 6,061 


— | | | | TT 


15174 1,927) 3,388) 4,295) . 3,979) 3,919) 93.910 
gt 260} 1,072 751 749 749 749 


15174, 1,667| 2,310) 3,544) “SUTZOV"S 3170)" 3 170 


4,222) 6,138) 5,616) 8,203) 8,274) 9,215) 9,231 


17,625] 34,796] 61,830] 79,834] 88,553] 85,231] 82,282 
90| 4,096] 28,015] 36,758| 37,394] 29,116| 25,375 


17.5535} 30,700) 33,815 ey 43070 |e DLL DDS Ohl DODO R 


20,686) 31,510} 49.,352).57.,875).»-53.,223)..53 ,223)..53.7223 
ing 3,225} 20,410} 22,478| 17,608/17,608| 17,608 


20,686| 28 ,285| 28,942| 35,397; 35,615) 35,615) 35,615 


38,221) 58,985) 62,757] 78,473) 86,774) 91,730) 92,522 


(©) For the years 1938 and 1939 Provincial figures are based on actual expenditure, where available, or provincial budget estimates. 
In these years the municipal figures are assumed to be the same as for the year 1937. 


(?) Not included in budget; estimated. 


ee 
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PROVINCES AND MUNICIPALITIES TABLE 44 
EDUCATION EXPENDITURES 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


Item 
ate 1926 | 1930 | 1933 | 1936 | 1937 | 1938 
1 PRINCE EDWARD ISLAND—Provincial. . 276 298 322 337 350 362 
2 Municipal. . 172 190 192 194 199 199 
3 SUD LOCA te a aig Na tata ae 448 488 514 be! 549 561 
4 NOVA SCOTIA—Provincial................ 636 924, 1,076 £210 L262) \) 1 SOF 
5 Municipal................ 3,040] 2,862} 2,874 2,885 2,934! 2,934 
6 SUID eLOERL A. Se a trai. ste banieleey claret en 3}670\  3,786|, 3,950), .4,095| 4,216) 4,241 
ef NEW BRUNSWICK—Provincial........... 540 693 598 697 731 787 
8 Wiunicipal..c 0 ens 25160) 2. 2302 O21 1,913 1,944 1,944 
9 SUR Ota oie elec Siahcne ale. yin Aleta ZiL00)\ 2 82H Wa OLS 2,610 AOFM OL SL 
10 QUERBEC——Provincial si. 4.0. 00 (Ud. eee 3,248} 4,965) 5,742 4,602 6,185) 6,281 
11 1 SAE g Tanta US) inne EO Al ALS 15,127| 15,236] 16,824) 15,628] 16,516] 16,516 
12 Se OLA aR os dah lu Cd Ta 18 ,375| 20,201) 22,566| 20,230) 22,701| 22,797 
13, PULONTARIO-—“Provincialyi.00). LAU Oe, 9 ,873| 12,895] 11,281) 10,564] 11,833] 13,051 
14 PULAU i ws. x eres oi ai sae eee 32,501) 34,601) 33,200) 31,798) 32,743) 32,743 
15 SUD ROCA re ells emt prarcial charg 42 ,374| 47 ,496| 44,481] 42,362| 44,576) 45,794 
16 | MANITOBA—Provincial...............005- 1,891] 2,199} 1,696} 1,552] 1,671| 1,841 
17 Minnicipal 0) 6,424] 6,624 5,873) 5,122} 5,236] 5,236 
18 UOC. fei bien Gee's 4 ant kinte ol bho wvlaey SIS LO arya ooo" 6 ,674 6,907| 7,077 
19 SASKATCHEWAN—Provincial............. 3,289) 4,252) 2,359 2,830 S159) O13 S55 
20 . Municipal............. 9,451; 9,110] 7,470] 5,830} 5,032) 5,032 
21 SAT Ota ee ere 12,740) 13,362} 9,829| 8,660) 8,191) 8,887 
22 ALBERGASsProvinciall ji pot hil) eb. We. 23218413, 170h) 2438 2,569} 2,637) 2,803 
23 MUNpe ake 7,203] 8,545| 7,642} 6,738/ 6,810] 6,810 
24 BUD POR aL es vias bi ae 5 consi lala WSN 9,321| 11,715) 10,080; 9,307| 9,447| 9,613 
25 BRITISH COLUMBIA—Provincial......... 3,819) 4,379) 3,236 3,977 4,273} 4,403 
26 Municipal......... 4,204 5,407| 5,021| 4,634] 5,092] 5,092 
27 Sele f OL Gl GUN Giiiyas sleio Hinateds were SIOZ Sh vO LisiO Wy, | Cig Od Min aus bed 9,365| 9,495 
28 | ALL PROVINCES—Provincial............. 25,690! 33,775| 28,748] 28,338| 32,121] 34,690 
29 Municipal.............| 80,2821 84,705] 81,117] 74,742] 76,506} 76,506 
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DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES TABLE 45 
DEBT CHARGES 
GROSS AND NET, EXCLUDING SINKING FUNDS 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


Item 
No. 1913 1921 1926 1930 1933 1937 
DOMINION OF CANADA, CANADIAN 
NATIONAL RAILWAYS, AND 
PROVINCES— 
1 Interest) Paidserose i) Castell aiviele sn SA 28,613] 200,420} 218,621} 232,525) 281,113} (')263 ,618 
2 Interest Received’ (?) 2 e568.) 13 ,532| 34,889] 72,625) 55,743] 43,019 47 ,092 
3 Interest Paid eee i): rast. 2.04 see eee eae ae 15,081, 165,531) 145,996) 176,782) 238,094) (')216,526 
ELIMINATION OF INTER-GOVERN- 
MENTAL INTEREST— 
& POPOL CCTOSt AIG | cs oe aha fhe’ bs Metts ete s lens 450) 2,372 2,947 2,409| 4,517 BS aeL 
5 From/Interest., Received i640). 0). «.ciele ees ANS 1,014 1,031 L232 617 2,732 3,893 
DOMINION AND CANADIAN NATIONAL 
RAILWAYS— 
6 Rnrerescur aid, Seoss.iy. se qe, uae ed. ee 17 ,532| 174,505] 173,533) 176,896) 205,546 188 ,828 
7 EN LEPESCHINCCELV OG o\ie'sleibhe-wolteto ateteln Grenirs 5,319] 22,017) 50,770) 27,798| 15,850 21,785 
8 inverestumaid, Net s.-. + vdlaiieni wire ene 12,213) 152,488) 122,763) 149,098) 189,696) 167,043 
PROVINCES— 
9 TRCEPESUIE AIG, BTOSSs, oi. . . ulberar Ave entiuele «ao 8s 11,531] 28,287) 48,035) 58,038) 80,084 (80,111 
10 InterestiReceivedi(2)s%  . She Oey ee), DOae es 9,227| 13,903} 23,087} 28,562) 29,901 29 ,200 
11 Anteres te aie tenons, dns dhinneisenmoradinaeena annus 2,304, 14,384; 24,948 29,476 50,183] (')50,911 


NET DEBT CHARGES, AS A PERCENTAGE OF CURRENT REVENUE (?) 


To Zo To To To 
12 | DOMINION OF CANADA, CANADIAN 
NATIONAL RAILWAYS, AND 
PROVINCES. nie ertis. gl cre ch te ciel otk 9:04) 40-41; 30-42) 37-47) 57-44 31-56 
13. | DOMINION OF CANADA AND CANADIAN 
NATIONAL RAILWAYS... 0553505055 anle 9:03} 45:86) 34-07) 47-48 67-42 35-98 


14 PROVINCES ore aisles aie “Lien ae tbe cy suas 5-13 15-91 18-65 16-96 33-39 20-82] 
(*) Excludes unpaid interest, Province of Alberta, estimated at 3,400. 
(*) After adjustment of refunds. 
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PROVINCIAL GOVERNMENTS 


DEBT CHARGES 
GROSS AND NET, EXCLUDING SINKING FUNDS 


Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1930 


1921 | 1926 


ALL PROVINCES—Interest Paid, gross 
Interest Received 


28 ,287| 48,035 
13,903] 23,087 


14,384) 24,948 


61 114 
10 19 


51 95 


Interest Paid, net 


PRINCE EDWARD ISLAND—Interest Paid, gross 
Interest Received 


Interest Paid, net 


Nova Scotra—Interest Paid, gross 
Interest Received 


1,871 


601 
Interest Paid, net bas 


NEw BRUNSwWIcK—Interest Paid, gross 
Interest Received 


1,913 


402 
Interest Paid, net Pioks 


QUEBEC—Interest Paid, gross 
Interest Received, including refunds 


4,886 


2,106 
Interest Paid, net 2,780 


ONTARIO—Interest Paid, gross 
Interest Received 


20,369 


13 ,087 
Interest Paid, net hRweee 


MANITOBA—Interest Paid, gross 
Interest Received 


4,488 


2,659 
Interest Paid, net 1,829 


SASKATCHEWAN—Interest Paid, gross................. 
Interest Received 


2,982 
1,193 


Interest Paid, net 1,789 


ALBERTA—Interest Paid, gross 
Interest Received, including refunds........ 


6 ,498 
1,895 


Interest Paid, net 4,603 


BRITISH COLUMBIA—Interest Paid, gross 
Interest Received 


4,914 
1,125 


3,789 


Interest Paid, net 


(*‘) Excluding unpaid interest, Province of Alberta, estimated at 3,400. 


8337—16 


58,038 
28,562 


29,476 


148 
24 


124 


2,672 
1,073 


1,599 


2,600 
588 


2,012 


4,336 
2,261 


2,075 


25,119 
15,460 


9,659 


5,020 
3,238 


n782 


4,500 
1,658 
2,842 
7,185 
2,853 
4,332 
6,458 
1,407 
5,051 
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TABLE 46 


1933 


80,084 
29,901 


50,183 


214 
35 


179 


3,318 
1,117 


2,201 


3,473 
705 


2,768 


7,223 
2,271 


4,952 


34,145 
16 ,064 


18,081 


6,901 
2,463 


4,438 


7,451 
2,494 


4,957 


9,027 
3,000 


6,027 


8,332 
1,752 


6,580 


1937 


(‘)80,111 
29,200 


(‘)50, 941 
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TABLE 47 


DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 


GROSS BONDED DEBT — DIRECT, GUARANTEED AND UNGUARANTEED (’) 


ANALYSIS BY CURRENCIES OF PAYMENT 


Thousands of Dollars 
As at fiscal year ends nearest to December 31 1937 
$$$ | (August 
1913 1921 1926 1930 1933 31) 


——— |} eee | | | | eee | | 


3 | CANADA OR NEW YORK....... 


4 | CANADA, NEW YORK OR 
PAO IT IDO tan Beets g's 5 koe aie ee 


5) a) CANB DA IGR LONDON foros cc 


Bas LINTON ern BO eo bees, te ds 


OF! TOR AL ee rae sats 60. 


(4) Does not include Treasury Bills. 


35,715] 2,089,882] 2,213,982) 2,031,386] 2,580,656] 3,404,988 


2,049) 272,584 398,951 454,186; 467,855 504 ,877 


4,100) 343,269) 489,851 659,798} 656,871 467 ,348 


209 ,310 186,681 217,462 705,308) 801,807 750 ,430 


107 ,984 102 ,075 121,791 81 ,634 82,051 79,141 


720,771 853,000) 837,337) 805,872 888,774 872,989 


— = 10 ,964 10 ,964 10 ,964 10 ,964 


9,391 8 ,345 8,345 4,736, . 4,736 4,736 


1,089,320) 3,855,836) 4,298,683) 4,753,884, 5,493,714 6,095,473 
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TABLE 48 


Item 


As at fiscal year ends nearest to December 31 


1913 


1921 


1926 


1930 


1933 


1937 


(Aug. 


31) 


Vert a | ee a ee ey Sees 


1 | DOMINION OF CANADA, CANADIAN 
NATIONAL RAILWAYS, AND PROVINCES 


Pep) SOOMANION OF CANADA, u0.0)4.2.5 ems sess ealensiens 


CANADIAN NATIONAL RAILWAYS— 
Rie ATaTILOCGC ee hide sieinis sledeth eee eeuieed 


kk WwW 


KTUBTADECER Ver FOVINCES,. 0... its oo tht He nul nc'd 


Si ee UNC DWV ART) ISLAND, .).). .. le aise 01k sone 


ETE Ue ales} Gr O15 1 0 > URL AG a Me nh AF VU 


LINAS ate 5 a oan sclcahae och os a Ua Sea eo bie 


MATOS FO Ct SD OAL EE ae Re, SRAM och, 


i Nga Be S20 6), Bee ORAS Pe Pa uaa 


Pe sees ee CCOMUNISLA 03.5. one ephe «6's wees 


(*) Issues guaranteed by the Dominion included with Item No. 2. 
(*) At original coupon rates. 


3 


88 


47 


27 


-05 


*95 


-63 


-86 


ah) 


-76 


-06 


-07 


34 


-03 
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TABLE 49 


DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 
DIRECT, GUARANTEED AND UNGUARANTEED BONDS, AS AT AUGUST 31, 1937 


ANALYSIS BY MATURITIES AND COUPON RATES 


Thousands of Dollars 


Coupon Rates % 


NO ke 
leona} A) 


Cumulative Total.. 


Cumulative Total.. 
5} 
5} 
6 
63 
Cumulative Total.. 


WATIOUIS Eee cic. 


(1) By drawings. 
(?) Demand. 
(?) Optional. 
(*) Past due. 


Amount 


Out- 
standing | 1937-40 


1961-80 Maturities 


77,000 
12,000 
80,000 
2,000 
358 , 883 


529 , 883 


2,000 
62,500 
213,790 
12,000 
658 ,670 


1,478 ,843 


208 , 549 
391,521 
165 

1,018 , 287 


.| 3,097,365 


18,250 
1,488 , 251 
98 , 836 
1,022,923 


oO 320 


205 ,076 


7,500 
63 , 256 
13,261 

193,275 


Other Per- 
petuals 
(*)23 ,283 — 
23 ,283 —_ 
— 55,000 
23 ,283 55,000 
(?)10 i 


5,725,625 


131 
233 , 485 
107 ,551 


MATURITIES 
1941-45 1946-50 1951-60 
32,000; 45,0001 — = 
12° 000) at. — 
80,000) — ad ws 
9.000n ae uN ae 
200,600] 135,000) — me 
326,600| 180,000) — alr, 
20001) ae 2 
17,000) |)" 45,500): - = ie 
38,364} 165,678 9.748) 
5,000 5,000 2,000) — 
182,048 88,662; 33,016] 208,152 
571,012| 484,840| 44,764) 208,152 
ay 8,100 44,500! 53,246 
29 ,903 16,960} 290,199| 19,791 
155 1) = 
127,539} 103,768} 65,528] 439,431 
728,609| 613,678 444,991 720,620 
ae are = 10,750 
112,502} 166,681] 133,279] 1,010,883 
1,100; 22,600 1,340| 60,535 
36,457, 367,419] 62,096 329,627 
878 ,668| 1,170,378|  641,706| 2,132,415 
Yh We 100 3 
130,760} 23,512} 56,894) 21,809 
9,010| 55,6041 22,923 15 ,066 
162 58| 24,245 4 


6,095,473) 1,018,924) 1,249,736 


749,513) 2,169, 297 
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TABLE 50 


DIRECT, GUARANTEED AND UNGUARANTEED BONDS 
AS AT AUGUST 31, 1937 


ANALYSIS BY MATURITIES AND CURRENCIES OF PAYMENT 


Amount 


Payable in Out- 


3,404 ,992 
504 ,877 
CANADA OR NEW YORK.| 467,346 


CANADA, NEW YORK OR 


LONDON 750 ,430 


CANADA OR LONDON.... 79,141 
LONDON 872 ,987 
LONDON OR PARIS 


LONDON OR NEW YORK. 10,964 


Thousands of Dollars 


831,154 


53,591 


23 ,459 


29 ,030 


2,000 


79 ,690 


931,593 


119,865 


82 , 203 


54,294 


36 ,635 


25,146 


(') Past due 5,605; demand 40; by drawings 23,370; and optional 156. 


MATURITIES 


standing | 1937-40 | 1941-45 | 1946-50 | 1951-60 | 1961-80 |Various(') 


437 ,027|1,058,919 
28,021; 200,000 


57,294) 268,693 


29,262| 373,733 


22,211] 14,856 


164,734; 248,360 


749 ,513|2 169, 297 


Per- 
petuals 


87,148} 4,151 
103 ,400 


34 ,047 


264,111 


3,439 


52 , 239 


544,384) (4)29,171) 334,448 
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Item 


12 
13 


14 
15 


16 
17 


18 
19 


20 
21 


22 


DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 


OUTSTANDING DEBT 
ANALYSIS BY PURPOSES 
Thousands of Dollars 


Dominion 

of Canada, 

C.N.R. and 

Provinces 
ACTIVE OR SELF-SUPPORTING ASSETS.............).... 288 , 486 
Percentage iat. totaltdent, >) Abii. eae 2a Ay tee 36-°3% 
PUBLIC WORKS, Well. . care ures. « MORIMRE, acronis orem: 222,129 
Percentage or total dent. uid: Reade une Zine eee mie eee eee 28:0% 
OTHER ASSETS AND EXPENDITURES................. 502,250 
Percentage Cr totandener . ie. Wel |) a, a ee 63-2% 
DEFICIT AGCOMN TS... 22nc:. sume soe We Lame nal eae teint 218 , 596 
PELCentag GrGreCOLALsCe Ob is ois javercnesrausieaed tevanatea ead ghaharmmaynet eenee Rokaete 27°5% 


PROVINCES DEBT ACCOUNTS «és aun «...btine age <s We Sw os 
PELcentageiGicOranOGlien . « a:cusns daleBcns «ITEM os oe 


TOTAL ASSETS AND EXPENDITURES, accounting for 


Provinces 


157 , 268 
55°2% 


57,194 
20-1% 
56,751 
19-9% 


13%799 
4-8% 


284 , 968 


295 ,460 
46-7% 


226,704 
35-8% 


131,003 
20-6% 


19 ,825 


direct atid mmacirect (debt. s.vh Gate —. tae A ks he ee | 794,269 
ACTIVE OR SELF-SUPPORTING ASSETS................ 486 ,184 
merCentace Gr tora act... . ca ae yt er oot coo ater 11-8% 
PUBIC WORISS Fe5 ayes OP eee a ata eats cena mente 485 ,067 
PercemtaveiomeOr a OeOt hs. tea een ee em eee ney ane 11-8% 
OTHER ASSETS;AND EXPENDITURES #2. ror or er ay 2,104,293 
ercentas cuit cal ie iin. «ie cic ee want raneeen es Canes it eee eee eee 51-3% 
DERICUDPAGG OUND. . |). 0’. . aca aW ahs ER eal tet ae ees 1,028,145 


Percentage OrrOra dents, acs 4 2 ok oe ae cide epi ee a eee 25=197, 
PROVINCE DEB ETACCOUNTS <1. iia ew cee veh trae a 
PRT CERTASE (OT LOraMme ems. ial. ha) 2 An aoa e oualls eat oe ae tain tema te — 
TOTAL ASSETS AND EXPENDITURES, accounting for 

direct: and Sindireceice tytn. cca tes gucgcso ca Gee © aces Cae a 4,103 ,689 


(4) As at the fiscal years ends nearest to December 31st. 


Dominion 
Elimina-| of Canada, 
tions and 
C.N.R. 
1913 (') 

715! 131 933 
tne 25-3% 
ae 164 ,935 
srs eh My hoe 

555| 444,944 
pias 85-4% 
21,000} 211,351 
406% 

9 624 
9 
2a8e? 1 ; 8 o% 
11,536) 520,837 
1921 (') 

24,209) Wc 9 479895 
a 6:0% 
as 258 ,363 
pa, Whe 3% 
3,540! 1 976 830 
— 56°2% 

34,667 1 082,637 
ee 30:8% 
9,624 i 307 
Aue a Oo 


49,692 3 520,039 


3-1% 


633 , 342 


Prince 
Edward 
Island 


960 
99-8% 


2 
0:2% 


962 


1,240 


DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 


OUTSTANDING DEBT 
ANALYSIS BY PURPOSES 
Thousands of Dollars 


Nova 
Scotia 


New 
Brunswick 


ANALYSIS BY PROVINCES 


Quebec 


16,711 
27-2% 


41,944 
68-4% 
3,361 
5:5% 


690 
1-:1% 


61,326 


Ontario 


1913 (!) 


25,294 
60-9% 


Manitoba 


Saskat- 
chewan 


| Alberta 


41,536 


1921 (*) 


153,712 
70-2% 
51,987 
23-7% 
25,162 
11:5% 


11,907 
5°4% 


218 , 954 


95,844 
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TABLE 51 
British 
Columbia Item 
No. 
27,760 1 
54- 8% 2 
2,115, 3 
4.2%) 4 
15 ,087 5 
29-:8%| 6 
5,683] 7 
1l- 2% 8 
ooo 9 
os 10 
50,645) 11 
16,081 12 
20:0%| 13 
24,333] 14 
30-3%| 15 
44,620; 16 
55-6%| 17 
A576) ior, 
— 20 
— Zt 
80,273] 22 
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DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 


OUTSTANDING DEBT 
ANALYSIS BY PURPOSES 


Thousands of Dollars 
Dominion ai Dominion 
eiernaa | usioe | oa cata | es 
Item Provinces C.N.R. 
No. ise Rt wes 
1926 (4) 
1 ACTIVE OR SELF-SUPPORTING ASSETS................ 1,454,464) 28,536] 1,026,148 456 ,852 
2, iPercentagerof totalidebeis vy) mR ee ae a a 32-6%| — 288% 48-0% 
3 PUTS TCV) Rais eclicicces Grid ht icite i ute and aE Aa Note: Gated Mintone ees 698 , 823 — 329 ,139 369 , 684 
4! iBercentage or total depte. £3... ..ihWe ob. dia cida wa cee a 4 wee ee 15-7%, — 9-2% 38-9% 
5 OTHER ASSETS AND EXPENDITURES! iaicscckue eee: 1,567,595} 2,678) 1,433,929 136 ,344 
6) UiPereentageor total debpy. Wik ih Cute ee ee. a 35-2%| — 40-2% 14-3% 
A DBR BIC URWAC COUNTIES ccc co) gaat lay ces aie creielenele Gi aie cis Gia bua diene ane 738,751; 39,886 790 ,026 11,389 
8) il Perventavelonitotal dee. 0s). a's ca feet bane MM a eae ene, Sete 16-5%| — 22-1% 1-:2% 
9 PROVINGHWDEDT ACCOUNTS wi ful aieleh atu lee eis Mie — 9,624 9 ,624 — 
£0) JMPercentacenaurotal debticyQNe lc. |. acu wis chet dicardet elute aces Ae — as 0:3% — 
11 TOTAL ASSETS AND EXPENDITURES, accounting for 
directiiancdiindirect debt, Peale beh ales eee ee 4,459,633] 61,476) 3,569,618) 951,491 
1930 (+) 
12 ACTIVE OR SELF-SUPPORTING ASSETS................ 1,111,117) 24,894 538 ,563 597 ,448 
13° Pesceutagetor total débty nay einai Gomer Beh. tN. ate 22-4%, — 14-2% 48-0% 
14 TES eR) Bsa, ss wn <aihainr abot a tet ele tece mel CR RDERAL aia aU gree hee at Ce 960,790 — 414 ,633 546,157 
15) huPercentaverof total debth. $4...) SERA Re i a 19-3%, — 11-0% 43-8% 
16 OTHER ASSETS AND EXPENDITURES..........4..2.6- 2,389,635 15215) 2,263,184 125.239 
i] \yPereentageror total debts) aol ho MP A ee el Bye ee 48-1%| — 59:9% 10:0% 
1844 DERICLEeACCOUN ILS: ..05 ces) Pavone saws occs Hon Meta see 504,839] 44,872} 572,501 22,790 
19 Percentageorrotal dente ies. i.5 mee he «iia GA PASI ciel alanteteie te 10-2%, — 15-2% 1-8% 
20 | PROVINCE DEBT ACCOUNTS...... Rae A Noten OHA i: — 9,624 9,624, — 
DAs WiiPercentage iofteotal dente wlniehe | og tte es Va a mal 0:3% | 
ASO CS a ee | 
22 TOTAL ASSETS AND EXPENDITURES, accounting for | 
direct atid Hindwmect mde rei iy fs.) P| eee aie 4,966,381| 58,927! 3,779,254) 1,246,054 


() As at the fiscal year ends nearest to December 31st. 
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TABLE 51 | 


DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 
OUTSTANDING DEBT (Continued) 
ANALYSIS BY PURPOSES 
Thousands of Dollars 


ANALYSIS BY PROVINCES 


Prince Srp Item 
Nova New : A Saskat- British 
ler | Scotia Brunswick Quebec | Ontario Manitoba ie ws | Alberta | Columbia No. 
1926 (*) 

58 11,816 7407 47,512| 257,195 56,615 oer oat 33,708 15,240] 1 
2-8% 30-6% 19-6% 48.3% 63:2%|  62-8%| 46-4% 27-4% 15:9%| 2 
1,548 24,232 18,054 60,136} 120,940] 32,793 31,994 41,358} 38,629] 3 

74-4% 62-:9% 47-8% 61:0% 29-7%|' >. 36-4%! 544%) - 33-77) »'' 49-30%) 4 
8 193 12,043 10,406 10,381 4,203 3,642 44,930 50,538) 5 
0-4% 0:5% 31-:9% 10-6% 2-6% 4-7% 6-2%| 36:6% 52:7%| 6 
466 2,320 277 19,616 18,452 3,513 4,124 2,845 8,496) 7 
22-4% 60% 0-:7% 19-9% 4.5% 3-9% 7-0% 2-3% 8-9%| 8 
— — — —_ _ a — _ — 9 
= — — ~~ — — — — — 10 


2,080 38 , 561 37,801 98,438, 406,968 99,098 58,793; 122,841 95,911) 11 


1930 (') 

49 20,195 10 ,654 52,288! 330,506 65,513 36,075 57,245 24,923) 12 
1:7% 36:5% 20:3% 49-8% 59-8% 60-:9% 36:2% 41-4% 18:9%| 13 
2,430 32,805 36,137 75,518) 187,329 44,467 50,723 60,867 55,881] 14 

85:9% 59-2% 68:8% 72-0% 33-:9% 41-3% 50:9% 440% 42-3%| 15 

16 708 4,228 23 , 764 23 ,625 4,237 1a ot yh 47,119} 16 

0:6% 1:3% 8:0% 22-6% 4-3% 3-:9% 14-3% 5-3% 35:6%| 17 

335 1,656 1,521 46 ,636 11,210 6,565 1,421 12 ,863 4,247; 18 
11-8% 3-0% 2-9% 44-4% 2-0% 6-1% 1-4% 9-3% 3-2%] 19 
suit =e ~ — — — — ~— — 20 
os _ — — -— -~ — — — 21 


2,830 55,364 52,540 104,934, 552,670; 197,652 99,648} 138,246) 132,170) 22 


8337—17 
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DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 
OUTSTANDING DEBT 


ANALYSIS BY PURPOSES 
Thousands of Dollars 


Dominion Tay Dominion 
gi capade, | Blzio‘-| of Canada, ||P ovine, 
Item Provinces C.N.R. 
No. Uh asl ha a bition (ape acu 
1933 () 
1 ACTIVE OR SELF-SUPPORTING ASSETS................ 822,734) 94,544 324,174 593 , 104 
2 OUP Percentave Ol COCaCe nes fe sles alk cers weltnob ene aca ett on teen, nae 14-19%, — 7:-4% 37-5% 
3 PUBLIC IWORES «. sievs. ane «> LSE oe e+ oRRO Oat ote Ces BR 1,102,647 _ 439 ,453 663 ,194 
4) UMP er CON tage OlCOral GEDcs se ct. we Anis stems irs Ge coer oo sie eae eye eee 18-9%, — 10:0% 42-0% 
5 OTHER ASSETS AND EXPENDITURES................. 2,966,753 5,957; 2,696,030 264 , 766 
6 Li Percentage or roraldepe.. swe ga hes be eee abe oe tl en cena 50-83%, — 61-5% 16-7% 
7 DEFICITACGOUNTS 2.0... oa St. ae ks Se ee 949,476) 45,318 935 ,419 59 ,375 
Bs Percentage Omeouan Gent so sss coin ato eis eel eae 16-2%| — 21-3% 3-8% 
9 PROVINCE DEEL ACCOUNTS. iii shel: rae aes dss ee Se 9,624 9 ,624 — 
10: @)Percentage:of Lota) G@pt eo uni va age te ia hub aateeea ne — ae 0:2% — 
11 TOTAL ASSETS AND EXPENDITURES, accounting for 
Mirects ANC. NGI eCl. COD brcasucncp reocapenereiacocicgenuteneieamceme: 5,841,610] 124,281| 4,385,452) 1,580,439 
1937 (*) 
12 ACTIVE OR SELF-SUPPORTING ASSETS................ 1,064,735) 159,485 598 , 383 625 ,837 
1D Vierercentace or total CED. . vcs occ cules os Coed eae ome eile aie ae 16-:1%| — 12-3% 31:9% 
14 EO ESL IWVIGIR ICS stv, diets, os. UHR eBay's» ora RNa eae rc 68 LMA CS 1,335,050 459 ,415 875 ,635 
Dog EELCeMnCageTOn COtal GOUl.: 4 a telcecdy diuiie week oe ie ee ae 20°27, — 9-5% 44-72, 
16 OTHER ASSETS AND EXPENDITURES................. 2,512,885 1,561} 2,149,440 361 ,884 
Li Wd ee CLCENUAVe OLROLAL GED ys. ors cate 1 tc tae tae See ee ers anes 37:9%| — 44-3% 18-5% 
18 DER ICVINACCOUN TS 3..2). 5% sted «> Oh Ria a oc ce a a 1,708,920) 45,428) 1,657,413 96,935 
19 OP Percentage orocar Gents) i 2. sinha crete oe ie Sern a eter n nee 25-83% — 34-1% 4-9% 
20 PROVINGE DE GtenCCOUN TO. vite es che cue eee — 9,624 9 ,624 — 
2d WN ereerte me Ot LOLA Cet. aa wie to stuniy ks sul ele coat se — — 0:2% — 
22 | TOTAL ASSETS AND EXPENDITURES, accounting for ae" 
CIPO COT AUC etn L COLE Recs iil fare teste cer eect thier ee ence 6,621,590) 193,728) 4,855,927| 1,960,291 


(*) As at the fiscal years ends nearest to December 31st. 
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TABLE 51 
DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 
(Concluded) 
OUTSTANDING DEBT 
ANALYSIS BY PURPOSES 
Thousands of Dollars 
ANALYSIS BY PROVINCES 
Prince 
Nova N ; A Saskat- British 
Rae | Scotia | Bee Quebec | Ontario Manitoba owen | Alberta Colaba ps 
1933 (') 

101 22 ,544 10 ,985 47,900 339 ,270 43 ,585 53,221 46,571 28 ,927 1 
2:6% 33-4% 17-9% 28-1% 49-0% 36-8% 34-6% 29-4% 18-8% 2 
3,268 40 ,386 42 ,402 103 , 234 244 ,825 49 ,478 53 ,942 68 , 769 56,890 3 

82-8% 60-0% 69-1% 60-6% 35-4% 41-8% 35:2% 43-5% 36:9% 4 
44 2,054 6,514 42 , 284 81,175 26 ,350 44 ,916 14,791 46 ,638 5 
1-:1% 3:0% 10-6% 24-8% 11-7% 22-2% 29-2% 9-3% 30-2% 6 
532 2,479 1,476 23 ,034 27,216 904 1,584 28,201 21,825 7 
13-5% 3-6% 2-4% 13-5% 3:9% 0-8% POC. 128) ILO) 8 
— a — — — — — — — 9 
hed: Mi eat pues aes a 10 


3,945 67 , 463 61,377 170,384; 692,486) 118,509, 153,663} 158,332) 154,280) 11 


1937 (') 

226 23,098 12,524 60,687; 351,119} 44,529} 50,532) 43,846] 39,276 12 
3-8% 24-8% 15-3% 91907) ae Soil) se aera oe AG ioe 8071) 99.0071 13 
5,098 63,776 61,911 150,186 349,425/ 53,8711  55,377| 76,285 59,706] 14 
86-1% 68-5% 75-5% 526%) 1 43-390 ae 00%) DSA 7OAWi Naas Oost in39.407) 45 

93 3,500 5,995} 102,919} 48,841]  28,083/ 103,393} 21,986, 47,074] 16 
1-6% 3-8% 7-3% 36-0% GHA TIMUN DIOS MN AR OSA i 1B. 004)) /2654%), 17 

505 2,723 1,533 28,163) 57,655 4,133 6,590/ 27,623| 32,602! 18 
8-5% 2-9% 1-9% 9:8% 7-1% 3-4% 3-0%|..16-3%|  18-2%| 19 
— a = — — — oe — sis 20 
— a oe — — — we - oe 21 


5,922 93 ,097 81,963 285,629} 807,040; 122,350; 215,892) 169,740; 178,658! 22 
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17 
18 


19 


(‘) Elimination of increase or decrease in inter-governmental debt. 
(?) Increase or decrease before elimination of inter-governmental debt. 


DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 


OOD Te ctvicle edaia clereteisye 


19221924 Ware ais 


Be ih NaS tena civ aatztatian ela Egos 


OZO) Wutelaviate es 
BOT ip.) Nate 3% 
EQZS 1! \istaeseiaice ss 9 
GEAR Faye Bee 
TOS 0). cee aie 


ESB OM er Bo 
FOS 2.0.) caeeancaet cis 
BSS) \) terete G 
OS iia eds Sea, 
POSSI 1 ccs Heirtelt yack 


LOSG adie derveiws:s 
SE hii tole ie tit h sake 


coe eee eee 


eeeceeceeee 


oece rer eee 


eee eee eee 


eee eee scene 


coe eee eee 


oc ee ee eee 


“eevee ecereee 


oor eo eevee 


eijehe @ se 6 Bie 


oe eevee see 


oe eee eeee 


eee ree eee 


Debt Outstanding, 1913..... 


Increase, 1914-1937 


cowreeceeveve 


Debt Outstanding, 1937..... 


(*) Excludes unpaid interest, 2,695. 
(*) Excludes unpaid interest, estimated at 6,095. 


OUTSTANDING DEBT 


INCREASE OR DECREASE 
Thousands of Dollars 


COMBINED 
aeptaanes * Eliminations (1) 
Decrease 
3,309 ,420 38,156 
354,486 10,194 
30,708 1,066 
32,166 aa 
6,581 8,219 
24 ,896 1,430 
133,171 5,540 
355,262 1,300 
370,355 26 , 682 
226,451 25,441 
278 ,423 13,231 
260,101 27,499 
298 ,897 sah tr 
57,163 3,025 
163 ,819 15,862 
5,827,321 182,192 
RECONCILIATION 

5 827,321 182,192 
6,621,590 193,728 


DOMINION 
AND C.N.R. 
Increase or 
Decrease 


2,999 , 202 
104,798 
49 418 


5,801 
49 055 
28,915 
75,875 

211,731 


242 ,600 
157,675 
205 ,923 
170,171 
219 , 265 
24,524 
55,615 


4,334,190 


520 ,837 
4,334,190 


4,855,027 


PROVINCES 
Increase or 
Decrease () 


348 ,374 
259 , 882 
19,776 


38,491 
34,255 
55,241 
62,836 
142,231 


154,437 
94 217 
85,731 
117,429 
108 , 743 
29,614 
124 ,066 


1,675,323 


284 ,968 
1,675 ,323 


1,960,291 
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DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES TABLE 52 
OUTSTANDING DEBT 
INCREASE OR DECREASE 
Thousands of Dollars 
ANALYSIS BY PROVINCES 
; Item 
Prince j 
Nova Ne : i Saskat- British 

scab Scotia Briniwick Quebec Ontario Manitoba ae Alberta Columbia Ne; 
278 10,147 bk Py 29 ,478 177 ,418 26,600 13 ,900 43 ,793 29 ,628 1 
686 10 ,583 5,293 34,045 158 ,507 13 ,508 4,714 16,661 15,885 Z 
173 4,140 25029 1,419 7,075 1,969 305 3,621 1,251 3 
19 2,010 1,579 1,648 22 ,432 2,442 680 6,715 1,004 4 
160 3,162 1,930 67 15,622 Vloe 1,153 7,489 2,915 5 
192 2,790 3,493 a Fy | 31,674 4,537 3,892 4,153 6,767 6 
177 6,472 2,870 631 32,501 4,746 12 ,583 7,616 10 ,472 vi 
oa. 4,379 6,446 8,055 65 ,905 6,514 DM | 11,379 16,105 8 
547 4,297 5,786 20 ,426 45 ,548 8,405 37,914 16 ,328 15 ,186 9 
289 1,043 1,236 20 ,403 53 ,738 1,002 8,428 4,739 3,339 10 
279 6,759 1,815 24,621 40,530 1,450 7,673 981 3,585 ll 
357 4,180 1,404 17 ,803 58 ,048 2,450 19 , 747 6,564 6,876 12 
1,055 6,877 4,412 21 , 682 44 ,896 719 1275027 6,938 9 537 13 
214 5 ,957 5,625 25,749 11,632 3,355 5,504 | ()1,356 7,206 14 
351 8,620 9,145 50,011 23 , 242 2,683 35,359 (4) 738 759 15 
4,960 81,416 70,491 253,781 | 765,504 76,771 | 176,698 | 117,689 | 128,013 16 

RECONCILIATION 

962 11,681 11,472 31,848 41,536 45,579 39 ,194 52,051 50,645 17 
4,960 81,416 70 ,491 253,781 765 ,504 76,771 176 ,698 117 ,689 128,013 18 


5,922 93,097 81,963 285,629 | 807,040 | 122,350 | 215,892 | 169,740 | 178,658 19 
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TAXES ON CORPORATIONS 
PROVINCES 


Item 


PROVINCIAL CORPORATION TAXES— 


st Accident and Guarantee Companies— 
(a) Bilativate see. ct RUIN. 5. OURO, Sac css 5, RRR He GRC, ae ta et! «cline cea ial nee a 


2 Banks— 

(a) Papital stock yo 2 oi ke eiio'dllee ileke a aap oe iealanese sue iste bt ale Belk gee SOR CeO ls a MEEGt Ca ar en anee ee 
CHiN ber Of rat Ch 6S 4... ic ina cide oe si ceebe ieee ke "Ais euasher apa o cet eel © eco yaaa i Uae es nee ten 
(oi Averdge monthly, VOlUMELON DUSINESS. 1... usu he ewan oma 6 4 nies peed inde sic bien pee ee een ee 
(d) Excess of average monthly deposits over the sum of average loans and the increase in investments 

in provincial and municipal securities during the yearn ys)... 05 osc ake ee oi pletbere a etna slot ae 
CED TING INCOME Bae ha: s eiete longa ie iaa tu tele ehdaetne toca al acm eae Sevag ok UME s Cok saa lec Gt ae 
(fi tReserve fundiand undivided, Provite oaks, ccs) di. acd) oor 4 che eters heregr idee eile Rac esi ee ee 
(2) rivare bankers se <oisdsleiene cae eee spetens taupe) ol tel crehede Lee a tele adie ae ealispaicenst ne age Shes ee eee 
(h) ‘Average amountloans and deposits nie: ne ae eae se Gee ete teres keen eel epee ge eas i eae eee ee 


3 Building Companies— 
(a) Blat' rate not over $500 goose hos aloe lok od ells dala, oo caine, ies eet Ey Getic a) ck ee ee et 


4 Chain Stores— 
(a) Capital stocker. 0 bea ate Cred: © illest calealh Gd e oes eee eee a ae aoe Sy eR es ee 
(bb) laces oF business os. fo) aaa ec oboe Shalit Saeko oe oleae cient 6 leet a thas curt tr ise onas Od oe ee 
COP IINEE INCOME Ss o's a cilda Ve oe See oer ela elas coke a arte ie aemeMAtae Sera rae Cou gal Gh ae anion ty 


5 Electric Power Companies— 
(a) Capital stocker ais Baye nite toa tia.c sos alti & ote cues core tiie mites ete ot ve Ree fale 
(b) Places ‘of business and. population, . 00 ic. <ide.s «aie woene whee etal c kic'e wid oy oe crate a ane eens ee 
(c) Power lines and plants (Electric Power Taxation Act—Alberta)......... 0... 020 c cece eee cece: 


CA) Gross, FEV ETa Ue nnn saceic cod vn rise aicuie navn ee 4seaiastieie pte eile tren knit a Ha Ree ek seta reba ne edi ener a 
(e) Net income: 6 .\eue i «5 Bret ial ga iViin ang a VeNdea tale Maeve 4) ore h SUMMIT ee ca 4) 9 cs eae ena daht eee eee 
(f) (Electric meters in USe.</é.)..) SE ee Shas aiae'ie fo. vcrla tia a Sane eee era 


6 Express Companies— 
(a) Capital stock iad Se ein Wt pe eye OU) ee ee eco oh 6 Onan My eg eae ee 
(b)) Placesiof businesss. ./.. Othe h4aes BEM Lh, 46 RR Be ee a RR ee 
(oc) VitleAge Operated sy cides. willis ie cies iain. dn deeds o ie SRA EST Pe saa: a og Range mn 
(d) (Gross'revenyers. i065 2.4 CR CoRR ees. AUR BP PR RI UE ties Oe Case Re nee 
Ce) SIN Gt AN COTE a virssrshayeratvessserattonanrn cuter aires nemabuadlieshlaicactarmelat tot cia ab etic aMMeiGR HOW ay eats doit oszar ele teebpmab phere eRe ane ra 
CED GF SUECHAT EE 66.5 )5:3:% cohen ie oisc Gi EK Gal ce ioe lea ola ale aeeeave Marea Relea eteish lee ease ote tiene eee re ene 


7 Extra-Provincial Companies—(®) 
Cay REC ail Sales: 18 PTOVICE TTT ee OS aa ae HEH FTN tire rer 
(hb): Ganitalanvested| Or Sed an Provence: . vas esis oe suena he Sale kicue exe eens setae the 
(c) Grose ancome, trom constriction cantracté..).4/45 oe aie ie inate 4) viclase aera aimee Raat cient eee 
(d) Autnorized ‘capital and capital StOCK yl coillee: a 4 aateutersteat uae oo ale wis! ack shane Wel en yee Open ar 
COP SINGS COI LE EAR as paces, «orc Gis gvaparte eM FUG. Peete tea RAUL RP ERR cis ce Colles SCN Nasi Eire WL One et snes eda a 
(PD) Surcharge Of moO) 2. suid 200 cikte Listenin Uist cman taleey cera aRald ar Mela ouiek or avai ar reise au tale Vigth cesar tate et ene ce 


8 Finance Companies— 
(a) ‘Capital Stoel nis. iis csi sph) aceiar sd fibre on) aes las en ahaaral Shem eMeea cables Reg Lee Uy aee es ane 
(b) Places oF WUsiese ailiesd 6 ia sae: ui 5 soe saree wlnre ool ale lee lake Oop aetna tote oe fai fan teva tel ne el ae 
(CC) Gross TEVEN Se 2 55 oo. ike srw LR IR ee id ly hl cleus )a Sod eee ETRUR On Uae "en: tay taitet cl ea 
Ca) Folate rates ee Gia elete oi! atin & 4 wdtiein Uiplia ase wis ia ee ac Acad Meals th osu Ste Ake ee 
(Ce) Met income his ih ite oy a8 od ove 6 elas 0o lacalacd Sos wn Malle astelavalleel ea 1 them legis a ola cael ag end eee } 


* Denotes existence of tax. 

@QN eloanae taxed but treated as an ordinary company and taxed as such according to the genera! taxes shown under “‘Miscellaneous,” 
tem 28. 

(?) Levied under the “‘Corporations Tax Act,’”? New Brunswick, 1938. 

(®) Additional tax for companies with $30,000 or more paid-up capital. f 
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TAXES ON CORPORATIONS TABLES 3 
PROVINCES 
Prince 

owes haba be B 2 ahaa Quebec Ontario Manitoba peer Alberta Aeiaare yang 

1 
¥ he vd at om ne ie 4! ge (a) 
we ¥ a ¥ ¥ ¥ 13 
ee ¥ ¥ ie Mi * x Mi * b 
a Mi ¥ we a at He Be Se 
~ - x ~ ~ ~ - ~ — | @ 
~ Hs ” ¥ ¥ bed ¥ ¥ * (e) 
a aa i 7 iis Fr re i Et 2 
i mon) ON ee ody) = | 

3 
~ - * ~ - -- - | @ 
¥ (x ro) () @ @) @) o | 
ee bee (c) 
= * @Qx |) * Ce) 
a i ae © | hi * gy | & a) 8 
-- - - - |x — | & 
* * Bie ities mu = cu he x | @ 
af ae me c = “i ¥ Ox | © 
: ¥ ae et = = Ae ) 

6 
= - “ * — — ~ — — | @) 
it ri x Mi os ¥ * ¥ % (b) 
or ¥ ¥ ia * ord a a am (c) 
¥ vis a = = — _ — — | @ 
= o ~ ¥ ¥ ie * * ¥ (e) 
- - — - ~ ~ - ¥ — | 6 
a m6 Ox rf AVL i 5 aaltepet satin C49) |S 
a “ % a - 2 i i Sie 
eS ce * i 4 5 - - es 
a = (2) a We. me = a ~~ (e) 
ch i (2% a a a os 7 — (f) 

sta ¥ (+ i 
si : a xoniclen wed ° 
x a8 aa () () () * * Oi © 
¥ ~ (2)% ar wt | (d) 
ae wis (2) ¥ + al (e) 


(*) Where net income tax payable is higher than the gross income tax, assessment is made under net income tax. 

(®) New Brunswick did not have a general corporation tax until 1938 except on Extra-Provincial Companies. 

(°) Abolished by 1938 ‘‘Corpoations Tax Act,’’ New Brunswick. 

(7) Special tax on Finance Companies in Ontario abolished in 1935—now treated as an ordinary company and taxed as such according 
to the general taxes under ‘“‘Miscellaneous” Item 28. 


136 


TAXES ON CORPORATIONS 
PROVINCES 


Item 
No. 


PROVINCIAL CORPORATION TAXES (Continued)— 


9 Fire Insurance Companies— 
(a) Gross premiums 
(b) Flat rate 
(c) Net premiums 


Pe SS 


10 Gas Companies— 
(a) Capital: StOCH HN, NEE Oe I ee er Bea ener meine ease eile Mt te eo Bile to ts Ue ten to te nema Rca 
(b) Places of business and population 
(c) Gas consumed 


oeceorwewr eer ec we ewe ee wm eer eee eee eres eereer eee reese ee eee reese eee eee eo 


i ,  D 


(d) Gross revenue 
(2) AOAC: is bel ee 0 a ee Oras MT Rr ae gataniny Ueitrnia Mineo. clio) rtuuee: MALES Lb Ae y Orie By ek 
(f) Gas meters in use 


Cr 


oer Se SS Sc 


11 Grain Companies— 
(a) Capital stock 
CD ECTEV ACO See wish eiialnl disc wc ace Georgie OW be dua opis Salles, Bie ims nt oe RITE eT REG cette SAI cos ev tana eg te 
(c) Net income 
(d) Surcharge 


12 Insurance Companies— 
(a) Gross insurance premiums 
(b) Net insurance premiums 
(c))\Places of businesses sc. UTA Rie aes ween 6 UN AE Bett tenn sc Jan Bisa he Riveealle hei Dees em 
(d) Investments (extra-provincial companies) 


i 


CC 


eee roe eee eee ere ee ree erere ees eee eee eevee eee seer eer eeeree eee eee er ee oe 


coe ew eo eee oer ee eee ee ee erro eee ee sreere sere eee ere ee eevee ee eee eee eee ees 


a 0 els 06 os ‘ese 1e) se eye's 6 © eee (6 6 © 6 @ ‘ele Siatlete & 6 #6 @) 6) oe -@ 6) 8.6’ 41°60) 5 


(6) Net An COME o ijorkio nied diss Wik, ods de olobel oe dle wimiene a BLNs oe. alee RRO RMN code cM eee) Ob nei ae 
(f) Flat rate on head office in or outside Province (Life only) 
(g) Capital stock 
(h) Surcharge 


13 Investment Companies— 
(a) Capital stocks sis oa Was ees kk i RL tO are rity ee 
(b) Places of business 
(c) Gross revenue 
(d) Net income 


ee 
ed 


Ce ee ac ee 


ee i i 
ceoevececeew ec eo ere ee eee eee eee seers oes owe eee eee eee eee ese ee er eer esos eo er eso ee ee ees 


ooce eee eee eee ee ee eee eee eee ewer erere ee eer eevee eee eee eee eee ee sees eevee ee eee ee eee 


14 Land Companies— 
(a) Capital stocks esi dd emieteine aMe el ee I bce Ue la 1 hn 
(b) Places of business 
Ce) sNetncome ss dcccinivesachitate, cain dig pated ierauala loly We wll pinta se etc ere UPN Gene en 
(d)Investments.and: capital) jis uisendelnie icin a9 stoves ucunie Corea o MERE we bow eee baaiue GA et ee 
(e) Investment within the Province 


Cc | 


oor ee eer eee eer eee ewe sre eee eee eo ere eee eee ere eer seer eer eee eee eee es 


15 Liquor Export Companies— 
(a) Flatirate=—-$15,5000' per ‘aritition.! hee ae Se cites i cree Ct eee 
16 Loan Companies— 


(a) Capital stocker 00635 oa seed bs Gable brats Galles Bask RTS a eee e artic) S/N Sk ce ee 
(b) Investments and deposits 
(c) Gross revenue 
(d) Net income 
(e) ‘Fixed rate iis ay ale oo lee a etek ale & Mal h Lgs hm ew ce eee Aim GaaOOO unm thon Oren en ne 
(f) Investment within the Province 


cor oe ee owe eee eee eer eee ee ee sre ee rere ee eoer eevee ee ee eee ee eee ere eee e ves 
cee eee eer ee ee eo eee eee eee eee eee eer eeereeeese ee ee eer ee eee eereseeer ee eree en eesee see 


i i i 


i 


* Denotes existence of tax. 

(‘) Not specially taxed but treated as an ordinary company and taxed as such according to the general taxes shown under ‘“‘Miscellaneous,” 
Item 28. 

(?) Levied under the ‘“‘Corporations Tax Act,’”? New Brunswick, 1938. 

(*) Additional tax for companies with $30,000 or more paid-up capital. 
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TABLE 53 
(Continued) 


TAXES ON CORPORATIONS 
PROVINCES 


Edward Nova New Quebec Ontario Manitoba Alberta Br itish Item 
Talon Scotia Brunswick chewan Columbia No. 


| | a | nn | entrees | eee 


* 
ova 


| * | 
| |~* 
«| | 
| * 
| |* 


(?)* 


| |x 
| |* 


© Rn yee) a a () 
as * 


Phe See 
| 
KL LK KL pK KK 


reer ——e—~ 
——_—_—_ 

“~~ 

~ 

~~ 

on" 

ey 

—_ 

~~ 

— 

J 
—————— 
SS 

oo 

ay 

~~ 
CEE 
Vo 


(*) ©) C)* (*) (1) (*) 


| | «* | 
Ki «I | 


| 

| 

| 

| 
“-_ 
& 


| 
| 
| 
| 


(?)* 


|| | | «* 
b {| % 1x 
Ki xi| |x x 
l | [*«|+* 
| | «| *« | 
| | «*«| | 

* | | 

S 


(2) 
-M 


P* tel, 


(*) Where net income tax payable is higher than the gross income tax, assessment is made under net income tax. 


(®) Life companies only. ' ; i ' 
(®) Changed to Fixed Tax of $150 on each Insurance Company’s head office whether located in or outside the Province of New Brunswick. 


8337—18 
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TAXES ON CORPORATIONS 
PROVINCES 


Item 
No. 


PROVINCIAL CORPORATION TAXES (Continued)— 
17 Mining Companies— 

(8) HOODIES SEOC ag cle Shite + Fmaw elec Uge Sul suid ta alphas Ge Ate eu reel Ret tapi a tg Ot Uae RC Lee tr ae ee 
(b) Pigcesiotmusiness. <b. oe sh take ens mimes Dame came eaters ¢ aiempete Cue a 4 (a ec enn ne 
(G) PEOMES ee cia siecs vikd da calle alt ea ead Wee ee Riek tag ets s GRO oer ented SEMEL G2 rly ret tn ee ee ee 
(d) Netuincome (metal mining companies). "3.2 b Ur See ae tet ne ne cee ee ree ane ee 
(e) eye 2% mineral tax—assessed value of ore removed from mine (metal mining companies 

OTR Pate ee oa cw sad aealles 5) OSIREN a ASS) wo Pes ac fe ako weaved GSU EMalls, oy EMNRCR Ds ity BUS: tye) gig! Coch maha eae 
(f)' Coal mines’ andicoke ovenstioutput taxon tonnage... 6. ch. so so kak eo et caade eee sean 


18 Oil Companies— 
(a) Caaital StOCk: . . .h dd 22 OS SOP Ae oe aa ee PER Ste ee BIS Siena cial at van oe 
(DyMNet income. gel e eS L le 228s OE A eee as Ve © 0 2 aod ee Aa 
(¢)? Number’ and ‘sizeof tanks 08 eh. hr eee See ca ne Se eee oe ca ed 
(d) Pipe Line Taxation Act—based on the assessed valuation of the pipe line.................... 


19 Pipe MEIMEMSOMIPAMMIES os 5oisis Eo) ous: oc seis Hail orale coiahe 2 <ilebeliliaip wlbse ys val ot Weer er snarls fal ol oo a Varicuel ge tina ee 


20 Race Track Companies— 
(a) sCapital SEOCK 602 \y g dilate ara elles eels sa 8 ate, ole pene 6 res eeys lene Men oe et eiatrates caile os fete een takes ee 
(i) PIA CES NOE DUTSITIOSS «5. biased yin in oS Us ow ladle oh 8 eal Orb. CLs RS oe nd te esd ea hc 
(ce) Number ‘of days track open vu. hoa a Mee ong als a yo iieale BOE aw eleh an + ae ee oe 
(da) Nebiincorie: MUN UG Morera ag epoca Data a vad eae PRR Be idl IR es ac of RR a ee ae 


21 Railway Companies— 

Cay Mapital SEO «ic sis ites aisle aie owed eb ie sogans tie bite teeta eee ERT as ICI Ot ce ce 
(by Mileage operated oe ide ics ese sisks wicks Gesiee dete Ak Ge! ee Boake PU ERI te OVE nie coe en ee 
CER DINGE INCOME 40, os whe x os whee vonke w ocotew aie ise Eta an ahe svat mene emtee eich st een a 
(d) Places ofibusiness...0.80) oe SOL aT ocd ieee ale ocala eerie tes. canst lr ee 
(€);) "The Railway Taxation Act’’—-gross ‘e€arnings/2) 00) 3h ee eee ne ee eee 
Ch) pAcreement xacigicens be) serie aug gfe aceon wisn ® ph ab ieaw man ele Same aieas kat a Pete fe crc ee eee 
Ce Sanchar ged oe jek: 5 :9.6.6 ca eS Selew wash ee wt ta le © oO eee ee 
CP iE bet rete Nh ecwnicuiinn sales ti sais ges lvbetes nse) pica nlel'4 4 hc t-ms gad call als IR UeIaEpie neat de ele gee ener ane A 
(i) Payment}in lieu’ of taxes-—-C.N.Reo ee. lk co a ee oe eile net ois a bh SNS oe ae ee 
(j) Deduct portion of railway tax distributable to municipalities to be applied as payment to Health 

Department for indigent patients. 25584. cis ae os aeetee re ates 3) eel ele kt ee 


22 Sleeping Car Companies— 
(a) Capttal'stock ro ce ut hands pele dre & DE ie nO 2s 2 ten 
(b) ‘Places of ibusinéss. 2.5... 70a eo ato eV ae 20 ee 2 RR a ee oh te a gh on 
(c)| Netincome !. OPS. Pe SE eco Rbr he oe Av Ra eo We ets atm cok Fig nl 
(d) Investnrent in’tars for use’in Canada i see oe 0s Send rhe Sages ores fae Oy ee 
(e). Annual fixed.charge not exceeding $300.55.5.0 0. 4s cinquee eee i sete eee 


PA Steamship Companies— 
(a) Capital Stocks sicucav ic fio is ote sa 5 4-4 seals’ pais We FARR By oie ITEP I aE raha (04 gegen lac ee 
(b)- Places’ of business. oc) 6 26 eh et hide o verde o Wl basa Mba ala a dint oa ace oc ar a 
(¢) Net incomes) GANS NDE vee «a0 elecda ore J Aa bo alr Pe oie oc gee Cts lt a ao 
(d) Flat’ rates yes eo die oly 6 ele wae rele a ah mle OPI ah ay arena w: Oca On 


* Denotes existence of tax. 


Q) elds uaiiaae taxed but treated as an ordinary company and taxed as such according to the general taxes shown under ‘‘Miscellaneous,”’ 
tem 28. 


(?) No producing companies in British Columbia. 
(®) Levied under the ‘“‘Corporations Tax Act,’’ New Brunswick, 1938. 


TAXES ON CORPORATIONS TABLE 53 
(Continued) 
PROVINCES 


Prince | 


Nova New ‘ “ Saskat- British Item 
esay Scotia Brunswick Quebec Ontario Manitoba chewan Alberta Columbia | No. 


ee | | | | 


(1) (1) (*) () (1) (*) 
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TAXES ON CORPORATIONS 
PROVINCES 


Item 
No. 


PROVINCIAL CORPORATION TAXES (Concluded)— 


24 Telegraph Companies— 
(a5 Gamiral stack Po Bill So MEG Gian ea RATS TRE, CRT ATR ters ete tt ee aS 
(6) PIS PES OP IDUSIR ERS ee eer ea ea Ra ad a AR oe 7a al xt a 
(OW Gross TEVENUE TE oe. de cies tcc ee oR case eh iece, ee REIS ae cate ah oI Ut ies lt oR Pech ike a a a 
(AP INGCEICONIGR ret tcc tate a lrmn cnc Bess gliseer a yaa Ce Makan el or amameetcs ev beanies Tabula pare hasina 0 Shepntsg, uM kate 
(é) Amount invested an lines and ‘property... oo. acm ee Mees 2 aia Bic ate aan erg 
(f) Number of miles of wire used.................- PAS EAS eer gere a ts hee ae abe ey. ies 
(a) Blaticaten Ge mgs yous alan mere Maree Ah WMV Alaad enlace: Reh re a Bla (6 ee spe ae en fc 
CR Suite are elcid vue Bb a ws oar Bln, Su ace a MeTA ce ctcan BY IS ag aniates eral nte EIS act) ed 4 ee ig se eae 


25 Telephone Companies— 
(a) Garitealistoc Unc... aii ciate tla cyte kate 0 ek ce eee Sy et ey sites GOV go ota oe aT cee ee ee 
Cin) N Places Of (DUSIness.. ks celiac © abcess jena pian eae aap ree 2 aan eer ic Bene 
(c) Grose revenuertey so. $5 eR ce des eB etd CR oe RN oe iG) A ee 
Ca IN et ncorte ead da ee Cena d dented Sates cetie Se contin cheek RRC ree aRtTORa ee alte Gites 0 atest cate ie ett ene 
(6). Telephone instruments tt. W665)... Bs./4) seis ok eo weld a ok Sn teehatene eas aie oe eae ee ier cee me 
Ch) ivong Tistance Tolls foi iid sc cis au a Sg ae Wea a8 Gl Ret ct ha ras ale a 1 ae 


26 Tramway Companies— 
Cay Capital Sto es ccie dy sisson > shoe Ble) ec eele: eile wee ete de cia en tO) eras ake a veieaee eee (GARI Jel cg hn) eae 
(I) PIACES! OF DUSIMESS Fc Ue is eis ered Medic lore tases bo ete tl es oe ob te Ws Reeder eh CASS 1a Nea ee ea 
(a) Mileage Operated iio dibisso-6d.d ao abe yo ack sik io leva Bae bid. cn beetle ROE lite el eth alia he a 
CD) GROSS TEVENULE cus 6 9 Los wos dddiain 9: 58H G8 seuned ota lo Mba er AMM ase So Mis ee eget g/t 150 a te 
(SV INEEANCOME! ee Mea ane oe te emt) ae ee 


27 Trust Companies— 
(ayy @apital SEO’. ns )s de ie cptbede:s ehiactla muuneeins coe Bac = eretasuaueleeiiet aimee ee ane Poe cai eo ckeket ta eo nee 
(ID) GOSS. FEVERS ge ee Rs e's fang se do Bo ela meek gl Gee Lol haute! eit ai Ea Perma race elit eee eae a 
CE) VINGEMTOCOMIE .. io. a=, oo 5 coceah 45 oPore eo tabesen ve love: slot bss Se putsaty isos POR NST en cr nt 
(A) Hime rate sie ee Pee oe Eas ea gees ta UG uns tls (i OPS eC a case ge 
(SFG OSS PLONES hee OU Rata, cual oc man POSER AS Ui) eval ane MMDu MMR NL MINNA 2 Wb oy ly 

28 Miscellaneous Companies—(’) 
(a) Capital’stock, value of shares or capital emiployéd. 052.0900 0.0. Sh as es Bee eee eee 
(i) Places oribusiniess o.0 0/84 cc" .su cia ain dese ls Mabie eit SAY SONU oo ARBs! GIR Telit, Cat FO 
CE) TINGE COMIO es aio is kbs 'o.5 4 lero te eke She week ad tad oye ot aR Hate er Cl ee 
(d) Annual returns and registration fees based on authorized capital spiel Tehes oo ah ei eee oe eee 
(e) ‘Other ‘taxes—-Gasoline dealers. hi. 5 oan bo cack ew ole de ee wise oo a bbe Go MER Coane eee Re 
(Di Surcharge i Rs a oe ye SRR aae chime ace ate tur puegsce ae a ane ngs ne dM Cn 


29 Surcharge on Corporation Taxes— 

(a) Interest: Hele als ee coe sl CAC Soe untae PEO E ee AC mene! CEE see ren CP PAO buch. 
* Denotes existence of tax. 
(‘) Levied under the ‘‘Corporations Tax Act,’? New Brunswick, 1938. 


(?) Not specially taxed but treated as an ordinary company and taxed as such according to the general taxes shown under “Miscellaneous,” 
Item 28 


(®) Municipally owned telephone companies in Alberta not taxed. 


(*) New Brunswick Telephone Co.—taxed on gross revenue from long distance calls. All other telephone companies in New Brunswick 
taxed on total gross revenue plus 25 cents per telephone. Changed to tax on paid-up capital for al! companies in 1938—with 
additional tax on gross annual income if paid-up capital is over $39,000. 
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TABLE 53 
TAXES ON CORPORATIONS ° 
(Concluded) 
PROVINCES 
Prince News a2 apes sag 
Ww Hs : askat- riti 
pipe ree Nt a: Quebec Ontario Manitoba eeu, Alberta need 
pS ae Bu! * Hin eo a af = 
rae —* aa % — Ta ¥ Sis ¥ 
Le — ¥ sa oe * ¥ ¥ un 
= are a +. + ce ¥. + + 
= *¥ a ii * ts crs “HIN sa 
pa om mM ue 2 wat! pst ay ed 
* ¥ * — ut — i a on 
Bas aah ie set ik — cus 4 pa 
a ¥ ()* ¥ » me 
a so e pv at way 
i Ay OF a a @) () @) ne 
= 4 4 kt = at 
ca * (4) id wade es 
pbb on * eee inh psi 
hited Lae 4 ut, da pas 
() a % as (*) ¥ (?) _ _ 
* _ _ —- _ ¥ 
- ms * - _ ()* 
+ a (1)¥% *¥ * *¥ itt San ee 
rag * rit a ¥ a + + 
1 a ()* ¥ ¥ “em ¥ ¥ (5)¥ 
x» su ok pull —- a au 
pate ey a wee x ae eal pa per 
+ (8)¥ om a +. + so + or 
— a a — ¥ * ae — ¥ 
be oe ()¥* * * (°)* ¥ * ¥ 
bss -* at —< ais pi.) pike hee et 
»¥ pa: ae ae he — aa va wat, 
ez athe ae * sail poes pone - pace 
oh re ae * pee. ao ise wes as 


(°) Where net income tax payable is higher than the gross income tax, assessment is made under net income tax and taxed as such 
according to the general taxes shown under “‘Miscellaneous”’ Item 28. 

(*) Special tax on Tramway Companies in Ontario discontinued in 1935. Now treated as ordinary companies. 

(7) Includes all companies not specially taxed. 

(8) Taxes on paid-up capital of $5,000,000 and over, employed in the Province by incorporated companies. 

(8) Income taxes in Manitoba are levied on all companies not specially taxed under the “‘Corporations Tax Act.” 
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DOMINION OF CANADA, CANADIAN NATIONAL RAILWAYS, AND PROVINCES 


TABLE 54 


OVER-ALL SURPLUS OR DEFICIT 
As adjusted for comparative purposes 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


ae A RES | RR | RR | | | 


Ne 


on BW 


ole) 


21 


CANADIAN 
AND PRO- 


DOMINION OF CANADA, 
NATIONAL RAILWAYS, 
VINCES— 


Revenue, Current Account (')............... 
Expenditure, Current Account (')............ 


Surplus or Deficit , Current Account.......... 
Expenditure, Capital Account..............: 


Over-Gileneit 2 wii case wees ici walt e 


DOMINION OF CANADA AND CANADIAN 
NATIONAL RAILWAYS—(?) 


Revenue, Current Account (!)............... 
Expenditure, Current Account (!)............ 


Surplus or Deficit, Current Account.......... 
Expenditure, Capital Account... 0.0.50 45 


Over-all| Surplus or Deficit is... .05 6c ca las 


PROVINCES— 


Revenue, Current Account (')..............-. 
Expenditure, Current Account (')............ 


Surplus or Deficit, Current Account.......... 
Expenditure, Capital Account............... 


OVEr= all ehicrey eee ess oes ties lw oterenae: elas 


ELIMINATIONS— 
Revenue, Current) Accounts........6 5506 «sch 
Expenditure) @urrent Account.). 6. 07N ¢e55b 4, 
Amounts included in Dominion current ex- 
penditures, but not in provincial current 
revenues— 
Natural Resources Award (Manitoba).... 


Amounts included in Dominion capital ex- 


penditures, but not in provincial capital 
reveriuiess si Owe 298 Mala, Th ML Teepe ot 


Variation, due to difference in fiscal year ends. . 


(*) Less refunds. 
(?) Includes cash operating deficits and advances to the Canadian National Railways. 


1913 1921 1926 1930 1933 1937 
166 ,896| 409,677] 479,985] 471,767] 414,524 686,148 
152,809 | 431,522 | 392,806 | 550,367| 587,257] 714,013 

14,087} 21,845| 87,179] 78,600| 172,733 27,865 
103 ,487 | 122,750 | 100,268| 188,208] 23,689] 153,034 
89,400 | 144,595] 13,089 | 266,808/196,422} 180,899 
135,203] 332,508) 360,290) 314,043) 281,372} 464,324 
118 , 294 | 354,467 | 282,545 | 387,844] 405,430] 478,168 

16,909) 21,959] 77,745] 73,801] 124,058 13 ,844 

74,358] 60,441] 68,140] 102,082 85 34,615 

57,449| 82,400] 9,605) 175,883) 123,204 48,459 

44,935| 90,400) 133,757| 173,823) 150,283} 244,474 

47,381] 90,653| 124,559] 183,400] 198,942! 258,500 

2,446 253} 9,198 9,577] 48,659 14,026 

29,129| 62,309| 32,126] 86,125] 24,543) 118,419 
31,575| 62,562] 22,928] 95,702] 73,202} 132,445 

13,242} 13,231] 14,062] 16,099) 17,131 22,650 

12,866] 13,598) 14,298) 20,877) 17,115 22,655 

oi = = 4,584, — oes 
eal hots 2 1 paorsat, ale. 
wae ne 2 1 ioe oes 
376 367 236 194. 16 5 
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PLAN 11 TABLE 55 
Thousands of Dollars 
oon everan 1926 | 1930 | 1933 1936 1937 1938 (‘)1939 
PRINCE EDWARD ISLAND— 
PROVINCE— 
1 Surplus, before Sinking Funds......... 68 40 9 164 120 135 161 
2 Sinking MuUNnGS? é< «ieee 87 <» «fae eles 27 48; 109 146 208 220 229 
3 StIEDUS OU Poetic cet fies Len Ley 41 8 100 18 88 85 68 
4 elie! torempioyables s.r). A ailee — — one 14 pA 50 (7)50 
5 Pa OVS RW! Uke tok ARIE tA RIN, oll BI bed 41 8; 100 32 67 35 18 
6 (Note also: Relief Works charged to Capital 
LaiGe ove luc Uhh ete es MAREE oon a. oS aa 218 288 34 Pui iy 
MUNICIPALITIES— 
7 SUPPIMS OL DIORCIEG Kae fen os hs cess ce bats 14 13 21 38 60 
8 Reher toremployables:)..2... . LG use — 5 14 20 30 
9 SY S ) a2 SP SIR alot a ha BOO het 14 8 7 18 30 
10 | (Note also: Relief Works charged to Capital 
PC ORITCME EE 8 fi 2S ss vin sw cowhide toe Foe — — — 25 34) 
NOVA SCOTIA— 
PROVINCE— 
1l Surplus or Deficit, before Sinking Funds} 973 181} 1,956 655 307 850 576 
12 Site) cher a) ohne Cone Si ey On eee annem Lele 269 404 378 285 362 459 
13 SUCPIUS ON Deficit. 0s 0... GG eb Oh 88] 2,360 277 22 488 PLZ 
14 Relief tovemployables:,. :;.. . .rae- & 6eG — 472 — 236 302 191 
15 BAMANGH ae eee OSs so ede Ne 88] 1,888 277 258 790 308 
16 | (Note also: Relief Works charged to Capital 
ACCOUNT ers Bae eek eee ee — 791 1,057 1,173 464 a) 
MUNICIPALITIES— 
17 UIC OMe ONCE: Go pa oe os + lane ay ane 13 466 276 135 
18 Relief'to employables .. 0c riser os 70 652 178 172 
19 LEON TAPEADS CO LOS ies (a See re ep 83 186 454 307 
20 | (Note also: Relief Works charged to Capital 
ACCOUNE Subs cas ¢ ERA Ss tes oo es HW eS — 18 3 69) 
NEW BRUNSWICK— 
PROVINCE— 
21 Surplus or Deficit, before Sinking Funds 106 79 730 280 339 43 703 
22 Sinking Wunds. -..) ai... .. 028 25% 306 571 191 332 323 408 455 
23 SuULplUSiOF ‘Dehicitvieress . ows coerce ses 200 650 921 612 16 365 248 
24 Relief to employables................ — — 252 324 28 149 (?)70 
25 POEL ZAIN CEO MEN . WS aes LYS Bh OTE 200 650| 669 288 44 216 318 
26 | (Note also: Relief Works charged to Capital 
INCCOUTIC CERRO tr. NaS... 2s PORN b TER a — 365 905 614 *ie.) 
MUNICIPALITIES— 
21. Surplus.oniDeficit. Mei. f.... RA... 2G 35 80 272 129 576 
28 Reiief to emiployables. 2... bess ke: et 55 389 119 74 
29 UOT AES (64 opera eR UEP RRR POL OTE 35 135 117 248 650 
30 | (Note also: Relief Works charged to Capital 
PR CCOMME. (lt BEC cata litin Sitch iicanshe toute ©» <i 6° — —_— 115 — 15) 


(‘) Provincial estimates adjusted to comparable basis. 


(?) Commission estimate. 
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BLE 
PLAN II ete) B 
(Continued) 
Thousands of Dollars 
ae —— 1926 | 1930 | 1933 1936 1937 (‘)1938 | (*)1939 
QUEBEC— 
PROVINCE— 
1 Surplus or Deficit before Sinking Funds.| 6,655] 3,018/15,259} 15,576} 10,571 686 4,889 
2 Sinking Fringe 3189 oo. tee ek 1,795) 1, "104| 1 ,815 3,782 3,450 3,240 3,335 
3 Surplus or Deficit ....................1 4,860} 1,914/17,074) 19,358) 13,726 2,554 1,554 
4 Relief tovemployables}:.\.0.:5 . sda. Lae — 312] 5,743 8,730 11,454 4 ,333 4,466 
5 BS ATOAINGE Wee hi ito Was win wletenersrets ale 4,860] 2,226/11,331} 10,628 2,272 1,779 6,020 
6 (Note also: Relief Works charged to Capital 
ACCOMP Me Let atate sls eae periete by datienest Laie — 739} 1,255 4,188 1,386} 23,426 Mane 
MUNICIPALITIES— 
7 Surplus or Deficit............0....6:. 643) 579] 6,219 5,024 5,190 
8 Relief tojemiployables: . oc o\ ks ode fa — 525} 7,696 9 ,829 7,829 
9 IBATIANG IO ea Soh Baws ony 2 ee 643} 1,104) 1,477 4,805 2,639 
10 | (Note also: Relief Works charged to Capital 
ACCOM E OUT Bi? ees Aull Ua war creme | 1,167 — — ) 
ONTARIO— 
Ro 
11 rplus or Deficit, before Sinking Funds; 692) 1,031113,020) 10,045 a SoZ 615 1,249 
12 Sint Yat ths Let ERE mee AT Ae RR 215} — — 1,017 1,041] (8)1,000] (3)1,000 
13 Sarplusior Deheit Ver. 22 ale, Fe 907; 1,031113 ,020 9,028 2} SIT 1,615 2,249 
14 Felice! tO;emMplOovVables >. wu. kes eas 28) 24) 9,361 11,427 8,347 7,935 7,945 
15 ESPSLTAUIN COG, 0 54 «, EY Bide y Gleo « BERN yoke aie 879| 1,007| 3,659 20,455 10,658 6,320 5 ,696 
16 | (Note also: Relief Works charged to Capital 
PN GEOUM CT 5 MEME Bio ss shee ace oss MED eo das — | 2,164 2,457 5 20e = ayy 
MUNICIPALITIES— 
17 OUP ye ie ote os titrations teeta so ele ae 1,183 169) 1,087 2,005 1,956 
18 Relief tayemployables =... . ohne «« due — 1,180] 6,956 7,615 5,209 
19 BA LAIN Ce graineirccwrrin | yet cer wanters. Laarpeenns Joes 1,183) 1,349) 8,043 9,620 7,165 
20 (Note also: Relief Works charged to Capital 
CCT Ae Be hs la Ge aici slacks eR a -- 109 7 100) 
MANITOBA— 
PROVINCE— 
21 Surplus or Deficit, before Aedes gt Funds| 1,303] 1,233) 2,466 1,527 (4)191 (4)129) (4)1,941 
22 Sinking Funds . 130 228| 338 379 378 378 378 
23 Surplus or esc | CRED. wscctoisheehedele: case tle 1,173} 1,461) 2,804 1,906 187 249 2,319 
24 Relief toemployabies...2 0: sb swag 10} 498} 2,101 3,078) | (2,584) 1,943) G)2,640 
25 BALANCE Suy Ayo. Jon as tual, 1,183} 963} 703 1,172 2,397 1,694 321 
26 (Note also: Relief Works charged to Capital 
ACCOUNT! Frey) ULM) Hemet ts Lean? Ta — 117 13 874 320 <4 pain 
MUNICIPALITIES— 
27 Surplus or Deficit 07) 00 00. oe Sd 900} 431] 1,430 879 1,227 
28 Reliefitovemplovabless see ee we hele — 530} 1,929 2,108 2,050 
29 BALAN CHENG «2. 2:0 PRR aliven Rie o< nee 900} 961 499 1,229 823 
30 | (Note also: Relief Works charged to Capital 
ACCOUNT. - Lions. «cs males soe Renee dae a 208} — 494 407) 


(*) Provincial estimates, adjusted to comparable basis, for the Province of Ontario in 1938. 
(*) Provincial estimates adjusted to comparable basis. 

(?) Commission estimate. 

(*) After special $750,000 subsidy from Dominion. 
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PLAN Il TABLE 55 


(Concluded) 
Thousands of Dollars 


Item 
No. utes 1926 | 1930 | 1933 1936 1937 1938 1939(') 
SASKATCHEWAN— 
pane CE— 
1 Sides or Deficit, before Sinking Funds| 1,684] 5,752] 8,295 9,972) (7)11,815} (2)12,122} (*) 7,291 
2 UU Torta \a GRA A 31; 180 353 358 28 57 427 
3 UTES OL APOUCIE ios aks ss ccnp eis sat g 1,653] 5,932] 8,448 10,330 11,843 12,179 7,718 
4 Reehet to employables. oo... ke ie os 31] 1,633] 5,617) (4)6,973 9,776 10,302) (55,573 
5 Pea Pe Co eet te bie dy. cvtapicttavl «alld shlanttela! Saat 1 ,684| 4,299] 2,831 3,357 2,067 1,877 2,145 
6 | (Note also: Relief Works charged to Capital 
Bee Pere Pee eS LN 165 a sw aire ies a Wiles ik ae aL oe Sas Mf i unis | 
MUNICIPALITIES— 
7 SUtmiucvorOencit ("so 02. duce uaewee 1,358) 2,310) 1,835 1,800 2445 
8 FReHEN TOEmIPIOVADIES 5 oi. oye cece e closes eke — 300 600 500 500 
9 BO ua OMB LTE Le ladies i's Gnliaveicely wt SO aebes 1,358] 2,610) 2,435 2,300 35215 
10 | (Note also: Relief Works charged to Capital 
RECON O a oc! ak. ob, Sis lietel ah a le whe ss 98 1 2 — ) 
ALBERTA— 
PROVINCE— 
11 Surplus or Deficit, before Sinking Funds} 779] 2,546} 3,820 421 2,535 3,074 1,417 
12 DiInmueieinae ek. SOR OAR 388; 696; 744 3 — — — 
13 SUPP IAS OLMORNCIE Hwee. a Libd en ak 1,167| 3,242) 4,564 418 22535 3,074 1,417 
14 Relief to employables................ Aa 637|- 1,235 2,229 1,540 932 1,064 
15 UEP BY S OS (0000, a AIAN land RI rg Be 1,146] 2,605} 3,329 2,647 4,075 4,006 2,481 
16 Batance woul interest 6.6 se Beslan — — — 2,695 3,400 3,300 3,200 
17 Sijkineveunds (19350 wad swe gia — aR: —- 705 708 708 708 
18 ER NSIS RN EE fa. ¢ 6) 1a) io''s 4 Ssewlet does wile teil one 1,146} 2,605| 3,329 753 33 2 1,427 
19 | (Note also: Relief Works charged to Capital 
ACCOUNT Eee rs ek ea es eysede _ 660 31 684 460 34 eee: 
MUNICIPALITIES— 
20 Shige) CE ou 5 RU Cae Sh a sr rear 4 533 204 629 1,055 427 
0 | Relief to employables............)4.. —_ 300) 1,102 1,358 995 
22 ee ie hake ahs os wale Oa Kee 4 533 504] 1,731 2,413 1,422 
23 (Note also: Relief Works charged to Capital 
LCSD SY eit. Lath Hak ACG ae en a SE — 500 10 — 97) 
BRITISH COLUMBIA— 
PROVINCE— 
24 Pea ET PETICIE § 6 sic ois s+ oo) eelsters sie sts 1,826) 2,175] 3,067 104 1,497 2,081 1,802 
29 IEEE SOAS Sis e cie cio ss ele bie eosin 1,630] 2,159} 586 658 853 3,727 752 
26 SUE ISIOR DICT CIE oo sie a 2.6 io - bine eisle esos 196) 4,334| 3,653 762 644 1,646 2,554 
a7 Relief to employables................ — 992| 3,234 3,983 3,408 3.2701 (°)3°376 
28 REECE ae oe a cai ek wisn DAK Me 5 196] 3 ,342 419 S522) 4,052 1,624 822 
29 (Note also: Relief Works charged to Capital 
ae as 4) oor side gy haa) Sere ens — —~ — 1,250 BW See 825 ea: 
MUNICIPALITIES— 
30 SUITS OF) LIOTCIE cca) <3 be epee ies 0 eee 700 278) 905 822 1,564 
31 Pelict EO EIMPIOVADIES | ic 6 eos ny eel os — 260] 1,072 751 749 
oe BPTI OL a AeA ts Gig ta a Sc dole mieten shel’ 7090 538 167 71 815 
33 (Note also: Relief Works charged to Capital 
PA CO TRA GBs ke eh Pe eceeatiets Baila) easy, drei eueseiats — 133 2 98 11) 
(') Provincial estimates adjusted to comparable basis. (°) Commission estimate. y 
(?) After special $3,500,000 subsidy from Dominion. (®) On an accrual—not a cash——basis. 


(*) After special $1,500,000 subsidy from Dominion, per provincial estimates. 
() Includes certain expenditures subsequently assumed by Dominion. 
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COMPARATIVE STATISTICS OF PUBLIC FINANCE 
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MUNICIPAL GOVERNMENTS 
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SECTION III 
MUNICIPAL GOVERNMENTS 


INTRODUCTION 


THIS section has been compiled with the assistance of the Citizens’ Research Institute 


of Canada. An attempt has been made to classify municipal statistics in more significant 
groupings than customary, and in particular to bring out the special problem of the metropolitan 
areas.“) ‘Other Urban”’ includes all the cities, towns, and villages, generally speaking of 500 
inhabitants or more, not included in the selected metropolitan groupings, and “Rural” all 
remaining municipal organizations, although the division between ‘‘other urban” and “‘rural”’ is 


in some cases only approximate. 


© As metropolitan areas the cities and surrounding suburbs of Montreal, Toronto, Windsor, Winnipeg, and 
Vancouver have been taken, although, as noted in Book IJ (Section B, Chap. 6) Hamilton, Quebec, and Ottawa are 
larger than Windsor, but have not as marked metropolitan characteristics. The ‘‘Metropolitan” areas selected 


include the following municipalities .— 


MONTREAL: 
Montreal 
Westmount 
Outremont 
Verdun 
Lachine 
St. Lambert 
Longueuil 
Montreal East 
Montreal West 
Mount Royal 
La Salle 
St. Pierre 
Hampstead 
St. Laurent 
Pointe aux Trembles 
Montreal North 
Saint Michel 
Montreal South 


TORONTO: 
Toronto 
New Toronto 
Mimico 
Weston 
Leaside 
Forest Hill 
Long Branch 
Swansea 
York Township 
East York Township 
Scarborough Township 
North York Township 
Etobicoke 


WINDSOR: 
Windsor 
East Windsor 
Walkerville 
Sandwich 
Riverside 
Tecumseh 
Ojibway 
La Salle 
Sandwich East 
Sandwich West 


WINNIPEG: 
Winnipeg 
St. Boniface 
Transcona 
Tuxedo 
Fort Garry 
Kildonan East 
Kildonan West 
St. James 
St. Vital 


VANCOUVER: 
Vancouver 
North Vancouver 
New Westminster 
Burnaby District 
North Vancouver District 
West Vancouver District 
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SECTION III 
MUNICIPAL GOVERNMENTS 


INTRODUCTION—Continued 


Revenues have been classified under real property taxes, sales and income taxes, ‘‘other’’ 
taxes, licences, permits and fees, public utility contributions, and ‘“‘other’ revenues. Expendi- 
tures have been classified under net debt service, education, relief, other public welfare, highways, 
and general government including miscellaneous. This analysis has been based on information 
contained in the annual reports of the provincial Departments of Municipal Affairs and Depart- 
ments of Education, and in the records of the Dominion Bureau of Statistics and the Citizens’ 
Research Institute of Canada. Where information was not available from these sources, 
estimates were made by sampling available reports of municipalities and school sections in the 
provinces concerned. Even where most of the information required was available from provincial 
reports, adjustments were necessary which in some cases involved a considerable degree of 
estimation to secure comparable classifications. 


The amounts shown as Tax Revenues are taxes levied (as far as possible) and not cash 
collections. ‘This accounts in some instances for the apparent excess of revenues over expendi- 
tures in recent years, particularly in the Prairie Provinces. This method avoids distortions 
due to abnormally favourable or unfavourable cash collections in any given year, and munici- 
palities have, of course, tangible assets in the form of property liens to represent uncollected 
taxes, although in extreme circumstances these claims may be of little value. Unfortunately, 
there is insufficient information to prepare either comparable cash statements, or complete 
statements on an accrual basis, and to determine whether the latter provide adequate reserves 
and present a true picture. It was necessary to estimate the amounts shown under “Other 
Taxes,” consisting largely of business taxes and, in the Maritimes, personal property taxes, in 
some cases in part on the basis of assessed values. 


The division between revenue from “‘Licences, Permits, Fees, Fines, etc.’”? and ‘“‘Miscel- 
laneous” is at best approximate. School fees and school miscellaneous revenues are included 
under these headings so far as possible. Public Utility contributions consisting of earnings in 
excess of interest requirements which were turned over to the municipality by municipally- 
owned waterworks, tramways, power plants, etc., in a number of provinces were not definitely 
obtainable. 


‘School Grants” are those received by the school boards from the province, but in the 
provinces such as New Brunswick, Nova Scotia, and Prince Edward Island, where grants are 
given directly to the teachers by the provincial governments, these sums are not included. 
Grants from provincial governments for highways and other purposes may not be entirely com- 
plete, as in some instances information is not available in municipal reports. 


In order to give an approximate estimate of net debt charges, comparable with Dominion 
and provincial figures, interest and debt retirement payments on self-supporting utilities have 
been excluded, but no other adjustments (which would in any case be of minor importance) have 
been made. Debt charges on school debt are included. While a number of provincial reports 
give figures for debt charges, these sometimes include those on public utilities and usually do 
not include those on school debts. Also in most instances interest and debt repayment figures 
are not given separately. For these reasons, estimates have had to be made in many cases. 
They are based on extensive sampling of individual municipalities and school districts. 


SECTION III 
MUNICIPAL GOVERNMENTS 


INTRODUCTION—Concluded 


Educational expenditures do not include annual charges on debt incurred for school purposes. 
They do include expenditures on education in rural school districts including estimated amounts 
for rural districts in the Maritime Provinces. 


Public welfare expenditures include expenditures on health and sanitation as well as poor 
relief, hospitals, etc. Amounts are estimated in considerable part on the basis of sampling 
representative municipalities. 


Highway expenditures are seldom completely segregated in provincial reports and a degree 
of estimation was thus required. Annual charges on highway debt are shown under debt service 
and are not included in highway expenditures. 


School board (including Separate School board) and guaranteed debts, following the practice 
adopted in the preparation of the Dominion and provincial statements, have been consolidated 
with the appropriate municipal bodies.” Total debt has been classified as General, School, 
Highway, and Public Utility, although the breakdown, both of debt and of sinking funds, has 
had to be estimated in a number of cases where actual figures were not available. It is thought, 
however, that the basis of estimation is sufficiently accurate to give a satisfactory picture of 
relative proportions and comparative trends, and to make possible the construction of the con- 


solidated balance sheets in Section A of this Book. 


@ The figures of guaranteed debt do not include municipal guarantees also guaranteed by the province, since 
these have been included in the provincial statement, e.g., Vancouver and District Joint Sewerage and Drainage 
Board and the Sandwich, Windsor, and Amherstburg Railway. The debt of the Montreal Metropolitan Commission 
is not shown under guaranteed debt but has been apportioned to the individual municipalities, following the practice 
of the Municipal Statistics Report of the Province of Quebec. Figures of guaranteed debt are not complete as 
information was not available in all cases of industrial guarantees by municipalities. 
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TABLE 56 | 


SUMMARY OF OUTSTANDING DEBT 
Thousands of Dollars 


SCHOOLS (Gross)— 


PACETODONUAD GMM e ee cas 6 6 cole belo ately. sllgidve eure & 
EET POLO Ae Ui oo wns sos sicluaenl mek fas 


Sub-Total—Schools (Gross)............. 


HIGHWAYS (Gross)— 


DECELODONCONY Hie « aiaicie o's sis p's oo lee sb vogere Westen 6's 
RUE IE DAL ieee) ciareiioiaahd 6: oc niehanguakorabaronenertie lak 


Sub-Total—Highways (Gross)........... 


MUNICIPAL GENERAL (Gross)— 


DECCEODOULATI oes Wctaratt).s Cae Ro aie ele tida Maiate es 
WERSTRIUEDAIIN. fe Stokes cae ARS. SRM, 3 ss 


Sub-Total—Municipal General (Gross). . 


LESS SINKING FUNDS— 


INTCET ODOM TOR ote o.s's! ciel. gieleco'e' es Os Movie et 
Werte ee ee oe caer ee 


Sub-Total—Sinking Funds.............. 


PUBLIC UTILITY (Net)— 


PUL ELON AIIM aia 51s ca 2 fo jd.isin 12 Jo pode ehedaednnovenstontie 
Opa gihy LOLA Sols 5 lar Oe i ae ene Cae SP 


Sub-Total—Public Utility (Net)......... 


GUARANTEED— 


MVE LODO Mes Beara i7's vis! 's a ealets “aia ssis) bone wae mee oI 
Deere area Hei. ied 2s WES Leta ayereiiie daice wee 


Sub-Total—Guaranteed................ 


BANK LOANS— 


PVIOLEODOICAD ciate. Boe <5 6, S00 seo 5. 9 ool etanahtys Sue idles a's 
OLA OCT aL fg OS CUR Ie PU RR eee, iO IE of 9.) 


Sub-Total—Bank Loans..............+.. 


TOTAL OUTSTANDING DEBT— 


DLELTOOOME Ai wits evils Cette te 4 veta “o's e's Lahaye headsets 
Ord, oly LOS d sy-h oes AP Ie Re REA PR MAAN 


GRAND TOTAL—OUTSTANDING DEBT... 


As at fiscal year ends nearest to December 31 


9,740 
37 


9,777 
237 ,298 


240 ,014 
27 ,340 


1937 


115,228 
86 ,981| 
14,684 


— | | | T_T 


216,893} 


189 , 600} 
141,500 
16 ,900 


348 ,000 


316 , 592! 
132,979 
22,580! 


472 ,151}\ 


106,132 
70,721] 
5 ,280 


182 ,133 


143 ,478} 
99 ,360| 
14,505} 


257 ,343| 


45,424} 
1,455] 


46 ,879} 


52,193] 
35,502 
24,313} 


112 ,008| 


756 ,383| 
427 ,056| 
87 ,702| 


570,706 
396 , 132 
71,600 


| | | | 


504,652 


803,684! 1,038,438 1,238,345) 1,271,141) 
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MUNICIPAL GOVERNMENTS TABLE 57 


OUTSTANDING DEBT 


METROPOLITAN, OTHER URBAN AND RURAL 
Thousands of Dollars 


As at fiscal year ends nearest to December 31 


Item 
es 1913 1921 1926 | 1930 1937 
METROPOLITAN— 
1 Quebec: (Montreal). .\ ey aa... RR ee: 100 ,530 165,759 DOI re 251,990} 344,534 
2 Ontario CPasam bode ike otaeseoulercssennncetnuieenbicaneantne 513057 132 ,818 209 ,006 252,207 222 ,699 
3 CWindsor)a)... Je88, Gi). Wa a 1,540 11,489 26,572 38 ,024 S5h138 
t Manitoba: (Winnipeg) van iee tian die chratente- men 36 ,971 57,790 75,930 80,144 73 , 266 
5 British Columbian(Vancouver) ).2.. 060.2089), 47 ,200 50 ,656 56 ,421 78 ,632 80 , 746 
6 Sub-Total—Metropolitan............... 237298) eis 512 570,706 701,057 756 , 383 
OTHER URBAN— 
rf Prince Edwaravisiand yncitr orn oy ieee eee rae 705 Le is2 1,268 1,586 2,597 
8 INOVaISCOtIAn think a dalla bbe, cn Aen GOS a 12,109 18), 513 20 ,340 22,120 21,915 
9 NEW DrUTis Walger ere bree ne neers ahaa eee 6,552 11,508 14,483 15,651 16,718 
10 Odebeo ge. ENO AE. TR PR oR a B2iploe 48 ,364 69 ,660 87 ,856 113 ,706 
11 Oniteria ee NG. EG. Se 4 RO a 8 69 ,984 126 , 264 155 ,573 182 ,662 163 ,006 
12 Manitobaerie ei 6) roos Ft reeree iee eee 4,348 6,593 5,567 4,756 4,104 
13 SAS ALOE W atk ats Mia «ee ss ee eal ao ey A 34,625 39 ,662 41,126 46 ,102 37,258 
14 Albertaon diy ours esluc ae yee hl tiie 59 ,959 58 , 866 64 , 266 62 ,645 46,851 
15 BritismaCotumbials:.... famaahe’ oc Baer. 8 19 ,600 24,942 23 ,849 21,571 20 ,901 
16 Sub-Total—Other Urban............... 240,014, 335,844 396,132| 444,949| 427,056 
RURAL— 
17 Prince Edward Island (included in Other Urban) — _- — —- — 
18 INGYV aSCOUIM sy Oo cs Pe oe eee ae 837 1,146 1,387 1,490 1,785 
19 Drews bronswiciks sii.d0 0's doc Mee Ue ee ee ee iyi 254 1,309 1,216 SYA 
20 QUeDEC RE RAO, FOE EES Nee Ahi 6,538 4,809 7,362 13 ,905 15 ,977 
He | OMCANIO ico A es os kn, AAU Aaa a ane 8.767 21,365 32,310 38 ,697 27,105 
22 Manitoba cat eee hs de eee Ue be te a 2,300 5,440 9,719 10,379 9,790 
23 MASRALCHOWallo Gy wien ck oes Maan Cette 3,002 9,831 14,254 17 ,925 20 ,474 
24 PASTA heh aye ee Ae cule Micha pi aly eile eae ROI 1,609 1,566 1,056 3,622 4,453 
25 British Colmapia tas Vahl Wl) eee 4,150 4,917 4,203 5,105 4,406 
26 SubHLofal- Rural kweli nwier ements 27 ,340 49 ,328 71,600 92 ,339 87 ,702 
TOTAL— 
Pha Prince! Wawara tears, a scaisir ve kek en saat 705 1132 1,268 1,586 2,597] 
28 Wova'Scotiabacn ke Leite re ee 12 ,946 19 ,659 245727, 23,610 23,700] — 
29 Wew'! Brunswick tr) aitutny sets clea dare earn ee 6 ,689 11,762 15,792 16 ,867 20 ,430 
30 Quebec..... NMDA SEN o's: a | GNM Otorerp eI 139 ,200 218 ,932 279,799 Bs iy fo 474,217] @ 
31 Qatlario .) ss ties! can tate SPs epithe eRe 131,348 291 ,936 423 ,461 511,650; 447,948) | 
oa IWLATIIEODA 4 Weis AeA Ss Ee Lee cae EE 43,619 69 ,823 91,216 95 ,279 87,160 
33 Saskatchewan... cou). cede ee ee eee 37 ,627 49 493 55 ,380 64,027 ey Pe i 
34 77h > a HIRI A RPI fp 8!) Mery Lag a Re race 61,568 60 ,432 65 ,322 66 , 267 51,304 
35 British Columbia. .c ao ates eee ee ke 70,950 80,515 84 ,473 105 ,308 106 ,053 


__————_— | | | 


36 | GRAND TOTAL—OUTSTANDING DEBT...| 504,652; 803,684) 1,038,438] 1,238,345) 1,271,141 
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MUNICIPAL GOVERNMENTS TABLE 58 
OUTSTANDING DEBT 
METROPOLITAN, OTHER URBAN AND RURAL 


ANALYSIS BY PROVINCES 
Thousands of Dollars 


As at fiscal year ends nearest to December 31 


1913 1921 1926 1930 1937 


METROPOLITAN— 
QUEBEC (Montreal)— 
Schools (gross) 13 ,003 36,571 42,190 56 ,350 
Highways (gross) 14,000 32,000 38 ,874 
Municipal General (gross) 60,311 114,436 144,208 
Less Sinking Funds 559 7,684 16 ,930 25 ,382 
Public Utility (net) 13,775 29 ,200 44 ,600 
Bank Loans — 7,500 7,500 


100 ,530 202), 060) 251,090 


NIANHRWD 


ONTARIO (Toronto)— 


Schools (gross) 31,488 35,124 
Highways (gross) 46 ,273 62 ,467 
Municipal General (gross) 20,857 29 ,455 
Less Sinking Funds 14,906 12,152 
Public Utility (net) 80,732 80 ,896 
Guaranteed Ziti, oO2 23 ,977 
Bank Loans 17 ,000 32 ,500 


SL SOSF 209 ,006 252200. 
ONTARIO (Windsor)— 


ane Eee 800 10 ,809 15 ,806 
chools (gross 
Municipal General (gross) 645 11,346 15,569 
Less Sinking Funds 97 178 184 
Public Utilities (net) 192 3,129 3,073 
Guaranteed — 1,466 3,760 
1,540 26,572 38 ,024 
MANITOBA (Winnipeg)— 
Schools (gross) 4,500 9,700 9 ,800 
Highways (gross) 7,500 13,872 U2 112 
Municipal General (gross) 15 ,671 20,186 24,014 
Less Sinking Funds 3,700 15 ,436 16 ,829 
Public Utility (net) 13 ,000 23,780| 24,766 
Guaranteed — 15,326 14,281 
Bank Loans — 8,500 12 ,000 
36971 75,930 80 , 144 
BRITISH COLUMBIA (Vancouver)— 
Schools (gross) 6 ,500 8,940 12,516 
Highways (gross) 25 ,464 25,609 37,421 
Municipal General (gross) 8 ,336 20,340 25 ,897 
Less Sinking Funds 2,200 10,992 15,385 
Public Utility (net) 9,100 10,724 11,294 
Guaranteed oe — 3,389 
Bank Loans — 1,800 3,500 
47 ,200 56 ,421 78,032 
ALL PROVINCES— a Ses ae ee eee 
Schools (gross) 32,827 94,019 109 ,970 
Highways (gross) 72,764 106,284 128,563 166 ,680 
Municipal General (gross) 95,055 148 ,449 179 ,845 228 ,803 
Less Sinking Funds 17 ,387 50 ,540 58 , 442 69 ,932 
Public Utility (net) 525319 103 , 836 147 ,565 164 ,629 
Guaranteed (net) 1,720 38 ,863 44 356 45 ,407 
Bank Loans — — 34,800 55,500 


TOTAL OUTSTANDING DEBT, Metropolitan] 237,298) 418,512} 570,706; 701,057 
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MUNICIPAL GOVERNMENTS TABLE 58 
OUTSTANDING DEBT (Continued) 
METROPOLITAN, OTHER URBAN AND RURAL 


ANALYSIS BY PROVINCES 
Thousands of Dollars 


As at fiscal year ends nearest to December 31 


1913 1921 1926 1930 1937 


OTHER URBAN— 
PRINCE EDWARD ISLAND— 


1 Schools (Sross howe wh. Uottawe ah « os (Lee aa eas 29 154 
2 PS ways Mersey tans Woes sve -s: techies sceepe airr 500 770 
3 Municipal General (gross)..............4- 20 325 
4 LessiSinking Funds esq tates seas balan 26 114 195 
5 Public Utility (Geb)... athe oe hee. 5s Bevel en |): 182 470 
6 SATIS TIS OR atv ote lS ais ule Cra APR a ened — — 62 


NOVA SCOTIA 


8 Settoale (eross) Vs UG ty oh. 6a ee (') 4,239 4,843 5,450} 
9 Pitghnways (gross) .oi Ure hes sic SOE Dee 3,000 3,706 4,547 4,773 

10 Municipal General (gross)............-0005 ()5 203 5,730 6,572 9 ,383 

11 DSSS Kin NUNS... 0 Re Ju: A 837 2,234 4,197 6,011 

12 Pubhe Utility (net): jcc eee oe 4,168 6,247 7,275 6,988 

is aria Lommel. pe A, aha les S79 1,300 1,537 

14 12,109 18 513 20 , 340 22,120 
NEW BRUNSWICK— | 

15 Senos (Onmss) &....) . eh woth eee alae wine () 1,996 3,420 3,798 

16 Highways (arass) (ts .:.1, len ee Rene arena 575 1,366 1,378 2,288 

17 Municipal/General (gross) Fi. Mette wie cies (‘)3 ,197 2,317 2,480 4,263 

18 Beso I IOUT UNAS): 45 chien ate one ee 1,146 1,064 1,553 3,259 

19 Public Utility (net), ..29909,... QE a. 3,926 6,893 7 }858 6,561 

20 ake OR Iae te an bss, iat Sa ore Aenea A ote — ae 2,000 

21 6,552 11,508 14,483 15,651 
QUEBEC— a eT ean eer Hae 

22 SEMOO Si( GLOSS) ie hc. Aes caidas Pee ieee 3,200 7 ,087 13 ,064 18 ,457 

23 Highways (gross);... 4004.00.05. ee 11,000 15,500 18,000 25 ,864 

24 Municipal General (gross)..............0.. 7,648 14,054 25,028 23 ,365 

25 LessiSinking nds..3 0 Ys ss BA 641 1,97 5,357 6,930 

25 Public 'Utiityinet).. wee. 06... ee 10 ,925 13 , 700 16,625 24 ,800 

27 Bank Loanseg, thet). ete ae... CA _ — 2,300 2 ,300 

28 32,182 48 ,364 69 ,660 87 ,856 
ONTARIO— 

29 Schools (gross) Maan ee get onc bared eterna 7,837 23 ,308 34,255 43,168 ) 

30 Highways (@ross) seve asuuaatareteise acest ker oleae 35,000 55,000 65 ,898 86 , 297 ) 

31 Municipal General Ceross) inc 65. beeless erps vita 17 ,270 27 ,399 29 ,659 PH A> i | 

32 Less Sinking BUS) | ater ie ities era ae 7,89 18,27 21,37 23,776 

33 Public, Utility (net) are ee eens was 17,767, 38,228) 35,9681 40,469 

34 Giearanteed 7 \.g0.)s a) eae ee rare Maiev sited 85 — pa i. 1,493 

35 Bank Loansa ies td iv, +. oe eee etna ere — — 10 ,000 13 ,500 

36 69,984 126,264 155 573) 282,002 


(‘) School gross debt for New Brunswick and Nova Scotia, amount unknown, included in Municipal General. 


MUNICIPAL GOVERNMENTS 
OUTSTANDING DEBT 


METROPOLITAN, OTHER URBAN AND RURAL 


ANALYSIS BY PROVINCES 
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TABLE 58 


(Continued) 


Thousands of Dollars 
Teen As at fiscal year ends nearest to December 31 
No. 1921 1926 1930 1937 
OTHER URBAN—(Concluded) 
MANITOBA— 
1 Denocis (eroes) ec iON bd Eee UL 1,100 1,600 1,500 1,500 
2 PIV WAYS CTOSS) > asics 6 bs os take od cea 900 1,330 935 1,300 
3 Municipal General (gross)................. 3,567 2,362 2,430 1,980 
4. ESS I KIn CME UNGS oO a ce A Ge dee 1,013 2,544 3,588 3,034 
5 Public Utility (tet) sccec-.sveesron ere gue slre-ovel 2,039 2,399 2,479 1,358 
6 SO GIU ALOT SRY Se coh OE. ya. 5: 8) Hy ome —_ 420 1,000 1,000 
7 6 , 593 5 507 4,756 4,104 
SASKATCHEWAN— 
8 SOTO Gy 750) Sn ore 8 ten eae 8 ,843 9,054 12 ,028 9 ,398 
3 MON WAYS COTOSS) «0/05 18 bees. vie calpedd dict ote 10,500 12,200 14,000 13 ,600 
10 Municipal General (gross)..............5- 9 ,608 11,657 15,271 15 ,399 
11 CES OTN OH UDG o\ hb, See Hodes ns ieee aoe eH Bh 4,539 7,549 8,140 12,280 
12 Public Utility (net)............0e0e0eseee- 12,325] 12,7641 10,767 8,641 
13 PATEL SPU n eh Natiies cs ove uid oie ea i walncem rR IA 2,925 3,000 2170 2,500 
14 39 ,662 41,126 46,102 37 ,258 
ALBERTA— | 
15 BOROOISIME HOES) elie sell d ¢ Leo's pug MOR lois oe 9 ,963 9,793 10 ,837 TRI2) 
16 Highways (gross)..........-0-ecececececes 21,850}  22,200/ 19,800) 16,000 
iW Municipal General (gross)...............4 17 ,662 25,011 29 ,760 21,536 
18 TOSS SITIO UNOS 16.0 doe se AE ar ies 10,353 10,093 15 ,606 12,560 
19 Public Utility (net)......... 19,596} 16,031; 15,469! 11,654 
20 MD CNA MOINS MAN Resa 8 tek) wr areoaidindenteieeMihenendiides 148 1,324 2,385 2,500 
aA . 58 ,866 64,266 62,645 46,851 
BRITISH COLUMBIA— 
22 SeHOOls (Oross) Mle GEL als ede 2,476 2,635 2,811 1,148 
23 Highways (gross)...........ecececececeees 9,392 8,828 8,379 7,000 
24 Municipal General (gross)..............+.-. 7,191 7,366 7,234 11,945 
25 POCKET OLR DOME UNAS.. 6 Sek , « ole cla in tiete 6 hue he 2,806 4,078 5,714 3 ,630 
26 Re ETRY (NEE) cic ie ck sv viel ald ee aa wee oe 8 ,689 8,198 7,861 3,188 
27 BATE SOMES G4 w Novis cin ehn¥ie. bine Sos Seereot — 900 1,000 L250 
28 24 ,942 23 ,849 ZIG FI 20 ,901 
ALL PROVINCES— Trae 
29 EHO SIN (a tOSe Me oi w sb Reon Cae 59,142 78,749} 98,2031 86,981 
30 PSN WAVS (COTORS) 084 OP ays alee a sabe 118 ,914 135,131 163 ,106 141,500 
31 Municipal General (gross)..........-.-.--- 87,795 110,403 113 ,542 132,979 
32 MUCES SOUT RINGS oe ei die «on eas ce tia 42 ,378 56,90 73,219 70,721 
33 Papiic Utiicy (het)... gost lee bes oe we 74,670 107 ,866 107 ,384 115 ,864 99 ,360 
34 Garanteecdere oo. aOen. 6. «oR a 607 1,172 1,493 1,455 
35 Ley a Bere Cin ae aS ee eee rer 9,740 3,898 20,198 25 ,960 35,502 
240,014, 335,844) 396,132) 444,949) 427,056 


36 | TOTAL OUTSTANDING DEBT, Other Urban 


(1) School gross debt for New Brunswick and Nova Scotia, amount unknown, included in Municipal General. 
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MUNICIPAL GOVERNMENTS TABLE 58 
OUTSTANDING DEBT (Continued) 


METROPOLITAN, OTHER URBAN AND RURAL 
ANALYSIS BY PROVINCES 
Thousands of Dollars 


As at fiscal year ends nearest to December 31 


Item 
No. 1913 1921 1926 1930 1937 
RURAL— 
NOVA SCOTIA— 
1 Schools |(Ongsa) cities cavities bes coe w Mere aucune one () (’) () (‘) (‘) 
2 Municipal General (gross).............-06- 1,322 1,538 1,505 2,002 
3 ess Sinking Punds: ). Ui. oo Re ales 757 
4 Public Ueiityr Cnet) ve yivters Ses 6 4 Carnie oo —_ — a 85 
5 Bank oases i Menlo e G's ots bara ese ee 455 
6 1,146 1,387 1,490 1,785 
NEW BRUNSWICK— 
7 SCHOOISA GLOSS) 540 2% sv Upielk wile ch oe een (‘) (‘) (‘) (‘) (‘) 
8 Highways (gross). ose eters a eae e tes ou 300 
9 Municipal General (gross).............-++. 1,424 1,441 4,127 
10 LessiSinking Punds. 2 awd. 42 GEL Le 836 
ll Public Utility (net). tack <5 vad eee eto — _ — -— — 
12 BAN OBNS Heiss a Me eS aa See Oe — — 121 
13 1,309 1,216 E py ve 
QUEBEC— 
14 SCHOOIS/AOTOSS) i... x s5 delat Way eee: Rie Lyi Ts 1,597 
15 Municipal General (gross)................- 3,741 1,899 3,868 9,085 5,345 
16 Less Sinking Punds |) Vee eles Cs Tate teh ie ee — 143 
17 Public Utility (net)... Oca. EERE es oa 2,000 1,900 2275 3,700 6,021 
18 PANE LOANS oni Mee. d 5 és LON ek ee Re ee ~- — 3 F157 
19 6,538 4,809 7 ,362 13,905 15,972 
ONTARIO— 
20 Schools (gross ilk... 5 eee aie a a ee eee 14323 3,210 6,299 7,435 5 ,657 
21 Highways (gross)... Ate... Lea 5,000 15 ,000 15 ,824 18,188 11,900 
22 Municipal General (gross)..............0-: 2,916 4,085 7,370 9,018 7,293 
23 Less Sinking Bands. eat a. c. oa be ste . 1,320 1,35 2,191 
24 Public Utiliey (net)... Mu... OM: pet he 2,098 2,915 2,382 
25 Banik LOans ta es si4) uve athe 4 > Been — — 2,039 2,500 2,064 
26 8,767 21,305 32 ,310 38 ,697 27 ,105 
MANITOBA— 
7H Schools (gross) Hit). PAG US Bee 3,490 3,797 2,590 
28 Higtiways (gross\i.\e ey Bs ee LGR 1,000 2,500 4,412 3,929 3,900 
29 Municipal General (gross)................. 1,807 2,082 
30 Less Sinking Finds... eh. eX = 55 
31 Public Utility: (het) ic Se eek ee 228 
32 Bank: Loans.) 4055.5. eee ee owe — —_ 1,000 1,602 1,045 
33 2,300 5 ,440 9,719 10 , 379 9,790 


() School gross debt, amount unknown, included in Municipal General. 
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MUNICIPAL GOVERNMENTS TABLE 58 
OUTSTANDING DEBT (Concluded) 


METROPOLITAN, OTHER URBAN AND RURAL 
ANALYSIS BY PROVINCES 
Thousands of Dollars 


As at fiscal year ends nearest to December 31 


1913 1921 1926 1930 1937 


RURAL—(Concluded) 


SASKATCHEWAN— 


Schools (gross) 

Highways (gross) 
Municipal General (gross) 
Less Sinking Funds 
Public Utility (net) 

Bank Loans 


ALBERTA— 


Schools (gross) 

Highways (gross) 
Municipal General (gross) 
Less Sinking Funds 
Public Utility (net) 

Bank Loans 


BRITISH COLUMBIA— 
Schools (gross) 
Highways (gross) 
Municipal General (gross) 
Less Sinking Funds 
Public Utility (net) 
Bank Loans 


ALL PROVINCES— 
Schools (gross) (') 
Highways (gross) 
Municipal General (gross) (') 
Less Sinking Funds 
Public Utility (net) 
Bank Loans 


TOTAL OUTSTANDING DEBT—RURAL... 
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MUNICIPAL GOVERNMENTS TABLE 59 


OVER-ALL SURPLUS OR DEFICIT 
EXCLUDING DEBT RETIREMENT 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


MG 1913 1921 1926 1930 1937 
ALL PROVINCES— 
1 Revenue, Current ACCOUNE. «5s bsieus Wachee 109 ,875 230 ,387 270 ,832 317 195 309 ,065 
vy) Expenditure (Current Account... ...3..-..064- 100,398; 204,883 240,311 285 ,728 282 ,037 
3 Surplus) |Current Account). ie: «4 esse seawinens 9,477 25,504 30,521 31,427 27,028 
4 Expenditure, Capital Account................ 85 ,150 58 ,359 51,367 96,511 27,695 
5 Bank Loans and cash collection adjustment (') * . * i 462 
6 Over- allen citi cas ai ois asic sce wie ot abe ne eel ats 75,673 32,855 20,846 65,084 1,129 
PRINCE EDWARD ISLAND— 
7 Revenue, Current ACcOUnt.: . o: av«¢ Gein cae 154 324 380 429 472 
8 expenditure, Current ACCOUNC.\:.!.c80 eon tte wns 149 309 349 417 517 
9 Surplus or Deficit , Current Account........... 5 15 31 12 45 
10 Expenditure; Capital Account...... ahh... 18 185 50 95 300 
11 On er ONO CIE os. 5:5 s-6 cote le ee eo SR Me ee 13 170 19 83 345 
NOVA SCOTIA— 
12 Revenue, Current Accounts. see. as ses. leeks 2,996 7,072 7,778 8,301 9,175 
13 Expenditure, Current Account............... 2,934 6,661 6,844 7,840 8 ,490 
14 Surplus, current Accounts iste aera onan 62 411 934 461 685 
1S Bxpenditure,)Capital Account... 2.22 ).20 54. 453 1,896 985 1,135 387 
16 Bank Loans and cash collection adjustment (') ‘ be a * 31 
By, Over-all Surplus or Deficit ...............005: 391 1,485 51 674 267 


NEW BRUNSWICK— 


18 Revenue, Current Account, 4. .c use eines 1,805 4,285 5,625 53735 6,585 
19 Expenditure, Current Accountso oor. ne 1,780 4,130 5,420 5,415 5 ,656 
20 Surplus;/Current Accounts jis) oe eee ree 25 155 205 320 929 
21 Expenditure, Capital Account................ 63 21 17555 (2566 394 
22 Bank Loans and cash collection adjustment (') - 7 * 7 500 
23 Over-all Surplus or Deficit............000000: 38 176 1,350 246 35 
QUEBEC— 
24 Revenue, Currentraccounes ys... .s ste 20,900 45 ,450 58,125 71,961 84 , 268 
25 Expenditure, Current Account............... 20,800 41,238 53 ,597 65 ,821 80 ,978 
26 Surplus,| Current Account ..h..ac+64. 06h canutn 100 4,212 4,528 6,140 3,290 
27 Expenditure, Capital Account: .. 33) ..050 (00% 7,550 6,436 14,983 32 ,445 439 
28 Over-all Surplus or Deficit.................-- 7,450 2,224 10,455 26,305 2,851 


* Information not available. 
() For year 1937 only. 
(?) Excludes reduction of debt due to sale of Harbours and Wharves, City of St. John, to the Dominion of Canada. 
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TABLE 59 
(Concluded) 


MUNICIPAL GOVERNMENTS 


OVER-ALL SURPLUS OR DEFICIT 
EXCLUDING DEBT RETIREMENT 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


Item 
pe 1913 1921 1926 1930 1937 
ONTARIO— 
1 Revenue, CurrentiAccount>.!0... 08h... . 39 ,085 90 ,228 111,754 133 ,366 125 ,636 
2 Expenditure, Current Account............... 34,414 82,504 100 ,496 118 ,366 108 ,039 
3 Surplus, Current Account.......... 4,671 7,724 11,258 15,000 17,597 
4 Expenditure, Capital Account......... 25,705 30,874 19 ,049 45 ,683 20 ,392 
5 COVGTENAAOR 75 fos CA RD SA a Say Aeon 21,034 23,158 7,791 30,683 2,795 
MANITOBA— n 
6 Frovenue, CurrentsAccount.. «.... 63 Wis des os Pie222 21,931 20,990 23,310 20 ,067 
7 Expenditure;;Current Account.....j:¢5....... 10,107 18,337 18,240 21,359 19 ,900 
8 SHPpIMS WCUITENTAACCOUNE Ss, 4s... ithe Be 6 de 1,115 3,594 2,750 1,951 167 
9 Expenditure, Capital Account......02.2..... 5 ,834 10,112 2,545 688 2,903 
10 Bank Loans and cash collection adjustment (') 4 z z bd 2613 
11 Over-all Surplus or Deficit................... 4,719 6,518 205 1,263 123 
SASKATCHEWAN— " 
12 FLEVeHUSWEATECSRG. ACCOUNES s6esiinwe bolieainiok 10,814 255200 24,652 28,185 21,234 
13 Expenditures@urgent Accounts... . Af). 8... 9,929 19 ,376 21,933 24,557 17,774 
14 SUrplusmOurrent ACCOUNt...5..... 5255055 can 885 5,880 2,719 3,628 3,469 
15 Expenditure,,Capital Account... .. 5. bowie. 00s «'s 6,472 5,835 2,267 9,187 ‘i 
16 Bank Loans and cash collection adjustment (") 4 . . am 4,103 
17 Over-all Surplus or Deficit ................... 5,587 45 452 5,559 (2)643 
ALBERTA— 
18 Treveruc, CUrrenteACCOUNt? 21.2... eaten oes ML 323 19 ,868 23 ,689 23 ,093 20 ,589 
19 Expenditure current Account:.... . 27°12. ...: 9,048 16,416 17 ,818 21,407 19,123 
20 Surplus, Current Account.......... 2,275 3,452 5,871 1,686 1,466 
21 Expenditure, Capital Account o...0.0.cj bis: siensue-anclien 22,616 4,166 5,389 3,472 773 
22 Bank Loans and cash collection adjustment (') * s * * 569} 
23 Over-all Surplus or Deficit......:.......-.7.--- 20,341 T14 482 1,786 1,262 
BRITISH COLUMBIA— 
24 eevee, Cirrent ACcOUneIE., c2. a Pees oie 5 Ti576 153973 17 ,839 aa a he 21,039 
| 25 Expenditure, Current Account........ teens 11,237 15,912 15,614 20 ,546 21,560 
| 26 Surplus or Deficit, Current Account........... 339 61 2,225 2,229 521 
10/27 Expenditure, Capital Account................ 16 ,439 1,124 4,544 3,240 2,107 
| 28 Bank Loans and cash collection adjustment (') * * * * 990 
29 Gver-all Surplus Or, Deficiter «e+ +++ cer sep «»- 16,100 1,185 2,319 1,011 1,638 
* Information not available. 


(@) For year 1937 only. 


: 
| 
| 8337—21 


| 


(2) Does not include capital expenditures. 
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MUNICIPAL GOVERNMENTS TABLE 60 


REVENUE — CURRENT ACCOUNT 
REAL PROPERTY TAXES 
Thousands of Dollars 


ee For the fiscal years ——> 1913 1921 1926 1930 1937 
METROPOLITAN— 
1 Quebecs (Montrealyti.u 20s ties «0. eh eee 10,100 20,700 26 ,530 35 ,594 37 ,093 
2 OntarioiClorontoje bh. ctu, ves soa be eee ee 8,751 22,679 27,201 34,385 38 ,920 
3 CWA SOf) a idretets beettorenn-ersle even aon 449 2,364 4,627 7,169 3,937 
4 Manitoba CWinnipeg)..h07.0..5.. Riau. .v- 5,247 10 ,536 10 , 284 LA16 9,771 
5 British Columbia (Vancouver).............-. 5,439 8 ,436 9,599 14,154 12,191 
6 MUD SLO, oe tees ccs eat nee anaes 29 ,986 64,715 78 ,241 103 ,O18 101,912 
OTHER URBAN— 
7 Rrince Ba wWata (sland +. 2.3. ccs chen ee 90 200 251 280 307 
8 INGVa OCOUIa tire ees cceee et fo ca oe ey Sas 1,295 3,680 3,855 4 ,034 4,451 
9 INGO SPUNS WHC orn. cto este ens ciectl heehee de 825 1,800 2,445 2 ,380 2,937 
10 QUE BOC, re TE uote tee ths CEN Dee Ae eae 3,300 9,950 11,845 13 ,320 15 ,800 
11 LO feht hg lo Ree ne an ee errr eran we ree ones 12 ,860 29 ,889 36 ,780 43 ,026 45 ,224 
12 IVEATCODR Rectal fbi? cc, a ote Ra alee oe 1,400 1,850 173% 1,734 15555 
13 PAE ACCE WAIL rie k yen erate ere meee ee eae 5,618 8 ,347 7,499 8,189 7,396 
14 POC GEG Wa MR. s s\n wo GLa eERE Ya cigs ete WEMe il ae 8 ,042 10,170 10 ,432 11,657 10,188 
15 BOCES COOL DIA oi... & asda dee Geo RUE Lae see 2,961 Sans 3,448 3 f907 3,479 
16 Sib- Lotale<at.s seh Si. Sooke Sy oie 36,391 69 , 163 78 ,286 88,177 91,290 
RURAL— 
17 mrunce edward island. otuc.. <cs ose ens — — — — — 
18 NoverScotiarariy? fy SSeS Bis Pete ee a, 720 1 ,593 1703 1,860 2,130 
19 IMG W SUING WICK «Me oo eacher cna sie ee acme eee 280 820 1,280 1,320 1,400] 
20 Qari Fm ie ere oie 5x RNs se oie > ae ieee Re 3,050 6,400 7,200 7 ,840 7,540} 
21 ORCATIO wiistemencay hts: die ores pint are ea 9,011 19,126 22 ,663 24,951 19,664) 
22 Manitoba: (044.060... cag, OF. 5 ESR eR 2,975 6,895 5,525 6,550 4,940) 
23 SASKKALCHEW AIL iis ic 44. os, ents Pee ols pee ean 4,546 12.971 12 ,496 14,217 8,162] 
24 TV EALN. ce  alie iaeltab eee Bebe ie ok 1,755 6,328 9,545 7,410 6,021] 
25 BSritish (COM Dia oo ciccatee ws wicls tinea eRe ae 1 ,600 1,645 1,641 Lovo 1,877) 
26 SUB LOCAL ewe is. Dine ode We ares ee VO ILUS HA ORE AHs| 62,113 65 ,923 51,734 
TOTAL— i 
27 Prince MdWards1S1and «8.56, >, vcaciencbeecasne nein 90 200 251 280 307| 
28) | «Nova Scotian, LM iy cna i ene 2,015}  5,273| 5,618] 5,894, 6, 581m 
29 New Brunswick: .0b./. aac ke-.. /eacepe oks 1,105 2,620 Shen 3,700 4,337 . 
30 Ole bec 2) Since mena Tel) le e.g 16,450} 37,050)  45,575| 56,754 60,433] 
31 Ontario. x... ati dels ck Aes vie ooks I eee 31,071 74,058 91,271 109 ,531 107,745 : 
32 Manitoba. i! heal Ann Geta, lad edie, 9,622 19,281 17,5401 20,0001 «16, 262) 
33 Saskatchewan: ics ac < feces eae setae Se 10,164 21,318 19 ,995 22 ,406 15,515 
34 Alberta jeu os hu. ee Wuaerelt cat hs eee 9,797 16 ,498 19 ,977 19 ,067 16, 209} 
a5 British: Columbia. oe ee 10 ,000 13,358 14,688 19 ,486 17,547] 


—_——_——_—_———_————" 


36 Total—Real Property Taxes............ 90,314, 189,656) 218,640; 257,118 244, 936 
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MUNICIPAL GOVERNMENTS TABLE 60 
REVENUE — CURRENT ACCOUNT (Continued) 
SALES TAXES AND INCOME TAXES 
Thousands of Dollars 


ed 


aig For the fiscal years —->- 1926 1930 1937 
SALES TAXES— 
METROPOLITAN— 
1 Gigepec (ivrontreal). (i208... 6. ee se ss — — 4,412 
2 LOCA eS AlOS LANES 6:5 :e: o-sorcr eorsele aero tovcnewosinent — a 4,412 
INCOME TAXES ON PERSONS— 
METROPOLITAN— 
3 Orener (nmontreal). . chr... «ss ide dle cons — = 1,694 
4 JAE AIIO MU LOLONCO) 6 ado sas ose castes ee els 2,121 2,615 — 
OTHER URBAN— 
5 BT OOM Ee ates aie 's to wns ws o's oa Blate Goslabacalone 45 45 47 
6 Peemrmsrinemice. |. MRE... es SRS sie Bel — — 129 
Z OMS, AR SS I Sn |) -) 3 pa 1,000 1,100 — 
8 PRET PRT 8, ol ck AOR oie ou te Ma o's oat LL 136 — 
9 558. | a 2 Oe) 1,157 129) 176 
TOTAL— 
10 COA os as et a's ele ea nal euoth oe WeAee 45 45 47 
ry BOW PEE eC i ee ef) cle ce aa sab are wie nevecae — oo 129 
12 ISIC MG ole disc ar aig 2, 0 sie ale Pht ooo aeons -— — 1,694 
Le MERE OMMMPIIT She a 82 SE 2 2 ws lena Foti I) eblmetes 3,121 3, ft0 — 
14 PTE ERO ed Ls in (grea! S, Revbabaasal sttate se 9s 112 136 — 
15 Total—Income Taxes on Persons........ 3,278 3,896 1,870 
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MUNICIPAL GOVERNMENTS TABLE 60 
REVENUE— CURRENT ACCOUNT (Continued) 
OTHER TAXES 
Thousands of Dollars 
Item 37 
No: For the fiscal years—>-| 1913 1921 1926 1930 19 
METROPOLITAN— 
1 Oirebecw( Montreal i. 65:cb6.8 sie boot seisseiavovereleverquss 900 2,100 2,600 3,250 2,494 
2 Ontario UL Oronto yaa cisicteis sicteieseleieioce taese Rie kere tou 1,250 4,500 2,979 4,085 4,100 
S UV IRC SORA Re EO Le Reval 50 210 450 475 390 
4 Manitoba (Winnipeg) celsius’ eine 6 Bielnoitieaeios 325 625 650 735 920 
5 British Columbia (Vancouver)............--- 5 24 140 135 139 
6 DUDS LOLA eee ine tree toe Sie merrmerr 2,530 7,459 6,819 & ,680 8 ,043 
OTHER URBAN— 
7 PrincesBbd ward jIsland 3 35) o)osctica sieisipie spelerniets 30 80 80 100 115 
8 ENG VS CO CURE oles to ahics chet 8 5. 0 oreo revel map estou Rial ab blac 397 827 1,095 1 105 1,136 
9 INGW TSTUNSWIGK 3 Paro cc's gtd 4 hes che g Buaiewmetete ces 475 1,240 1,300 1,350 1,451 
10 LOE ol shoves Ce CH ae RR FOr ory BeOS EME CC NVR ae 400 950 1,375 1,890 1,950 
ll COCALHO Aa slit a nak vac aU E het ole hs reeves anaes 1,750 4,000 4.050 4,600 4,060 
12 BTenicOp a me eb il Aree bce 8 inn deh 100 150 175 175 140 
13 SHAS ECINO WATE ele ofl as's -a:'a chase ssetent levels eibes sanatttegeiese 100 1 ,080 L125 1,250 1,090 
14 POR DOT CA ihe ute sm foie. ARS RE A ORIEN EE 125 870 743 920 860 
15 EStseisht CLOMIMMDIAS , ss 4 ele die c's 4 BRED be we ek 19 46 68 73 96 
16 USL OUCAL sc is.s a: Ee site icc ate enone ener ae 3,396 9 243 10,011 11,463 10 ,898 
RURAL— 
17 PEMCeOWaro 1Slond... 24 54 celek ais biaieteuuee on = = — — — 
18 POV AU SCOR N ac 514 he alalata siete Sel het ate aie 180 Bag bs 330 325 340 
19 INOW ESrUnSwicke, ae os. ¢ SieSi en tele ek ee ete 60 200 320 330 330 
20 eee cottons cic LT Rad ee re ats Pe 150 250 300 300 300 
21 COAT IO sc Ny cho ola 0 a Eis c/sre oe MEMO ww warn 110 250 275 325 210 
22 Maniiona eset ct cc CMG es olan dee eee 75 125 175 150 70 
23 DASKACCHEWAN vee ca ules ss cian scat ce ee uiee — 50 50 80 40 
24 FW Vo os @ 2” WMI aed ae AE rae Rear eer SG lS Aa — 60 75 75 60 
25 BXritisies Colma ia yess Ui 3) creo «a dat cha ead nee 16 44 42 32 46 
26 Sub-Totalea. senile ee nee aie 591 L254 1567 P6157 1,396 
TOTAL— 
27 Prince Mdward Wsland i. ue oiciad seston 30 80 80 100 
28 INVA SCOT Hee layavelel oraitt ahteer w tetlarate tu ohasiaeuee bate RS STi 1,102 1,425 1,430 
29 New Brunswick 25.10 is) cate adi lp moeeerersae 535 1,440 1,620 1 ,680 
30 COE DEE Lie eiccanslLieictee Gui caret eee erie afa et oka esne renee 1,450 3,300 4.275 5,440 
Si OG ETIO Finis chee dices tote chr eetatar ate aetna Nemes 3,160 8,960 7,754 9,485 
32 Manitoba). sc civissievs eel canele dieteeleloukereuiee anata. 500 900 1,000 1,060 
33 ASAP CIS WANE 255s 5s ele oheteva slain it ela ole pacinty lorteeeem 100 1,130 D175 1,330 
34 PM pera 1 iia is ae eighteen ited ea ees eR eaighe (eee emit 125 930 818 995 
35 British Columbias ji)... cece le ene deco 40 114 250 240 
36 Total—Other Taxes....... 6,517 17,956 18,397 21,760 
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ABLE 60 
(Continued) 


1937 


102 ,364 


MUNICIPAL GOVERNMENTS z 
REVENUE — CURRENT ACCOUNT 
TOTAL TAXES 
Thousands of Dollars 
Item 
No. For the fiscal years ——>- 1913 1921 1926 1930 
METROPOLITAN— 
1 Guebee: (Montreal)... uwieah ce dat. sk 22,800 29,130 38 ,844 
2 Ontarig CLOrento).... UE, os oe CARTES Bia sls 27,179 32,301 41,085 
3 CVE aga) oo OB Ce Ga ee Vee 2,574 5,077 7,644 
4 Manitoba (Warnipee) ... 20h oc ccc HOR eal 11,161 10 ,934 12,451 
5 British Columbia (Vancouver)............... 8 ,460 9,739 14,289 
6 SUD TOtee ee ss. als Bae eRe Reh: 72,174 87 ,181 114,313 
OTHER URBAN— 
7 Prince fo warcnisiand 2. ue) sk aes OU 280 331 380 
8 ONO AP COUIA ts oo a ue EG se ee 4,580 4,995 5,184 
9 PM SEUNS WIC.) 65.4 25). se ok ORR eee 3,040 3,745 3,730 
10 ICCC. cee ess. ss MR oo oes Ue wwe 10,900 13,220 15,210 
11 PB AIAD he hts Bs 3s sored ab ed ss PREM ak 33 ,889 41 ,830 48 ,726 
12 reattODar et. 4 kee dks seen eke 2,000 1,906 1,909 
13 DeSrAtCNe WAG... 65s Mak oa 9,427 8 ,624 9,439 
14 EC CI, c's ER GS onc fd PBRRSA SARS 11,040 11,287 12713 
15 PSPALISUWCOMITII Bsc ORM. UREN ce Sac 3,516 3,630 
16 SUD POU ar ti RE Boa eR 78,479 89 ,454 100 ,921 
RURAL— 
17 PPincewsaward iSland 4... 5. sen ce ee hee a ee — —_ — 
18 PIOVANSCOCLA NE Hs 5k cs cole ciao bb MND as wove 1,868 2,093 2,185 
19 BOWS SWI os 2h) k ss area RE ee RMR 1,020 1,600 1,650 
20 RE DEC enya ois 20:45 ROT, als 5 0 WARREN Cea 6,650 7,500 8,140 
21 ge ariO ns sree e's 6-5 EO. als sco 5 RR Sah 19 ,376 22 ,938 25,276 
22 Dea OU MME ook cs MEME es ae 2 ORR a eegin 7,020 5,700 6,700 
23 PIE OLCHO WAI a 55.5 oe a a EG eee ble 13 ,021 12 ,546 14,297 
24 RPSCECGL Ne) MI ass ca Me via a ts BREA EL RE 6 ,388 9,620 7,485 
25 Perret COM bids 5. 6 es eco ea eR 1,689 1 ,683 1,807 
B6y | ee Pe es) See 57,032}  63,680| 67,540 
TOTAL— 
27 Pemce Edward:Island.: Jef. 2.6.02 3 088 eo. s ele 280 331 380 
28 CAMS CORI (cs eM. kas aco SOR ole chee 6,448 7,088 7,369 
29 oy All og Ble) ts at dn 2 | rt ea 4 ,060 5,345 5,380 
30 Gee ee ys SORE Oa cE Ds oe eee BR Soe]. 40 ,350 49 ,850 62,194 
31 COAGATIO,. oe eis 1 oc PIS Bee os ote os ah 83,018 102 ,146 122,731 
82 PAC TODA SCRE os is oD RMIRs 9 6.0 8s OB a nae 20,181 18 ,540 21,060 
33 SPAS OECNEW AIIM - Bia nies och ehs As oe on kw slute 22 ,448 21,170 23 ,736 
34 Foe OS 2 ees Se 17 ,428 20 ,907 20,198 
35 Bedtish: Coltinibia & os. eR es ee BBB ae sos 13 ,472 14,938 19,726 
36 | ROTAISTAXES Or 8... BR a. 207,685, 240,315; 


282,774| 271,555 


2 eaten eeneer aes peenets eee eee eS. ooo 
ass a 
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MUNICIPAL GOVERNMENTS TABLE 60 


REVENUE — CURRENT ACCOUNT (Continued) 
“LICENCES, PERMITS, FEES, ETC. 
Thousands of Dollars 


pon For the fiscal years —> 1913 1930 1937 
METROPOLITAN— 
1 Quebee! (Montteal): 2. aS, Cea de 2,015 2,500 
2 Ontario'(Torontoyen . 2), OL ae 825 869 
3 CVS SEES OG Ye. 2 hci Oee nick, 301005) Se ane 210 150 
4 Manitoba (Winipes) 3: ie eae ee aes 325 400 
5 British Columbia (Vancouver)............... 704 668 
6 SUD-LOCHENE Oh. ce cru kit hc cc SM AS Emo 4,079 4,587 
OTHER URBAN— 
7 Prince Hawarchisiand cise on wc vice) deOaoceae e 30 30 
8 INGVEOCOLIA eer ccs Mette oe Oe Oct 111 110 
9 New Ssrunswitk ys. 5.0. Pes Le eet. ane 100 104 
10 Geers 1h eed fo Mee OLON a Le RI Ny ae > 802 850 
11 Ontario (2s Pep BR. s Bread fo Oe 1,700 1,200 
12 NESTE OD as eer ose os ete a dae eee ee 175 200 
13 SHSEAECHE WAIT IS os coco Puts oo ieee oa Bale as 1,234 1,174 
14 WDEECR ETE BE C6) o ORATOR elo ae RON ates 490 398 
15 British Columpiar: .:... Peo 202 Bae. 294 350 
16 UD= LOLA a. se Le etece id « SAO e ee thee 4,936 4,416 
RURAL— 
17 Prince award (sland: S202 200 1a pee — ~~ 
18 Mayvalscotia mais 655 [RUA LS DR i a 6 6 
19 New dsrunswictes of. fo Parag oo ce ieee 2 2 
20 CHE DEC is MEME eas o/c) 6 lerdal es gs ae SMe ens 250 260 
21 COntarion (beeen ls ERR SS Sees. 700 600 
22 Manitoba: Prats. 0.0) eck. cae ame ec 100 100 
23 DASKATOMOCWAIIN. 50% 5»... « Lateliaaes oc een ee ete 1,056 345 
24 UDC rta . cc ee ede 5 0c be Bee cc ce ee RE oe 75 50 
25 British Columbia’ iis 5 (eds. oO ee 90 88 
26 Subs Locals wees. ipa stele s Set 2,279 1,451 
TOTAL— 
Af | Prince Edwardisiand : ) ress 03. 1 ee 30 30 
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MUNICIPAL GOVERNMENTS TABLE 60 


REVENUE — CURRENT ACCOUNT (Continued) 
PUBLIC UTILITY CONTRIBUTIONS 
Thousands of Dollars 


ane For the fiscal years —-> 1913 1930 1937 
METROPOLITAN— 
1 uenec cmioniment)......00% 825.5) ROR Poy: — 900 
2 Oneario (roronco),,.... 008,250 25 465 624 
3 ROOD ain dae le wee oo — 
4 MEEMILODA CWInnIpe?). oo. ers es sl. Oeil. 125 350 
5 British Columbia (Vancouver)............... — 309 
6 Ser rorainy 1020.2... Wks: 590| 2,183 
OTHER URBAN— 
4 Pouce Pawar isiand. 208... Re: —_— —_ 
8 PR ATOCOUA MIE, os oo ERs Soc o's caine oo 69 181 
9 eS y Uae ia ne een a — — 
10 CG st ON Cy cs OOS souls. weal — — 
11 OO Ee ae, |) SCS ee 510 440 
12 BARCODE Ta oe a a eis cs cn as ORR eee 100 125 
13 BIAS ALCO WON Ne. ele as aa as pu le 827 1,019 
14 Je OUI! 4 of 0 nS a +: ea ae 1,050 1,798 
1 te er COUT oo as oo 0 son Means More — 379 
16 SU OP ateny oS te Reb ads Sema ag bin 2550 3,942 
RURAL— 
17 PEINCEMLAWAFUMSIANC £64 ce eek histor MMs — ~— 
18 RSMO CLIT Thales o) 5) nial HON cw su: allarcn! tp Ohalipy oP sharers — — 
19 OI ATU Rie cP so seis ee we Nae — — 
20 SOO TP sachice can 8) af Pe: ai sh arcane: « SAAR ener diate — — 
21 CF Fo Rid, 0 a «| 2 ee — _ 
ET eae a a 25 50 
23 STAG MALCTIC WAG Rocce eh POM ape aise: cade inate teneratens at aos 
24 PN Sy aes EER | + — ee! 
25 PSP COVINA yi ei E x 0 oo 0s CMR cae ork ced 
26 PUEDE Oey A ak SOAP oo y's wtb key) aa 25 50 
TOTAL— 
27 Prance BOward Island... 0h 6... ooo alee ee nes a _— 
28 DEO VOrRSCOCIAM te sites 5 LOG 8 oo ces lbetbs bs wines 69 181 
29 Diem ETUNSWIGk.. i MONS. ese ie eee == ved 
30 MIRO rere ee 2, bas Wy o/s so Ee aie ys oy 6 — 900 
31 a PEY 721g te Vagal ty, Ces 0 Se OR Pl 975 1 064 
32 MiamGDaUMNe ated cs abo dob era dinne 250 525 
33 SLCC WAT ite ac oun FE Soe so vinis een aidas 827 1,019 
34 TCR RCO hc ce SE EE se x oe ed es, Bandy 1,050 1,798 
3° eet tate ETNA aa a oe) to piie or ols Main ao A siisfw'e, « _— 68E 


—_———————— | | | | 


3,171 6,17§ 
1 
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MUNICIPAL GOVERNMENTS TABLE 60 
REVENUE—CURRENT ACCOUNT (Continued) 


OTHER CURRENT REVENUE 
Thousands of Dollars 


ae Fohtite scat yookstts~|\ qin 903 1921 1926 1930 1937 
METROPOLITAN— 
1 Quebec OMontreal)i.. ciate. «asters s wm be eee abe 1,400 2,100 4,500 5 ,490 7,200 
2 OHEATTO NSE OLONEO) 2 6c) che s «thie 0 ole aiene ORs tolets 914 1,300 1,600 1,675 1,298 
3 CVVETESOD HE Laos e 6 coed wie big a oe oll 90 250 300 
4 Manitoba (Witinipeg). 002... eR 300 409 700 700 
5 British Columbia\(Vancouver).. 4.0.6. 44. 507 1,163 1,148 1,098 946 
6 Suib= POCAU. osc oes tA «6 0. 8 oe ne o's Ole 3,176 5,053 & ,098 9,213 10 ,444 
OTHER URBAN— 
7 PrincewsOweard istand «30... seeds ae ee wees 16 19 20 
8 INNIS VATS COCLG Se coe ss 5 cae cow SoMa ae UN the SM ahs 106 168 191 246 
9 New sranswick’s a CL a a ee gat 120 190 175 
10 DUO OG es abe 6 fare se reads ol Ae ES Gee ante 350 650 1,010 1,075] — 
11 CORPATIO Hii, CRO ok oe ec oan, oko 994 1,650 Qi 2,400 1,950} © 
12 Masitobaw Mb co. . oo Meoanas an ee see ee 150 200 275 300] — 
13 SAGMALCOE Walle. ss «oc alsbein, cow cahare eerie deol e Oet eters 200 438 493 777 
14 PEND ol a2 RD C2 RS | SO 566 880 Liio7 1,097 931 
15 BritishyColumbia ve... Mob G iets SAR a ere 295 360 570 293 
16 Sup-= Pocaltc§ oc ee ie ce a BiytiOs 4,482 5,884 6 ,245 5e7On 
RURAL— 
17 Princestaward Island 5) 2.5 ces sco sie ere eke — — — — a 
18 INOMA RO COLEAR Sree ates sel he NFO cle ae. cen 150 337 555 528 
19 IN Guy TESELITISWHCE ae 5 OCte GU rareinns eaoclm aie a Sieg 50 63 57 
20 DUECDECH esas an! Baek Ck Ns 0 aaah Grate Maen Um 100 150 200 200 
21 Catarina ot PON en 510 1,500 1,700 1,900 1,700 
22 WTB CODE Fetus iors ol’: s soc 8 rae NTR ete hn 250 350 425 450 
23 WAS MAUCHEWATL » ccutes cial cteid’ «atic ol er eieee ie aN aie 300 916 839 1,274 
24 PID OL Een ye ee ake Pee se we ahaiie: ne SINAN UT ated ea 260 500 183 283 
25 BcitishiC Oli Oiaies .osida cs aise ARE ee a 148 199 293 178 
26 SubsPoeal 30's wth duiv cu se eee LV 58 4,002 3,992 4,458 4,670 q 
TOTAL— ij 
Da Prance-Hdward island tt ses. a on a 16 19 20) 
28 THOVa SCOCLAL © ccitits oclrte tele ariiats octet eens 256 505 746 774) 
29 INCGW FSTONSWICE oie coi eGtris sg ik Gee 130 170 253 232 q 
30 Ouebee ois. 6 seein: a eI Bie asain e eee 1,850 2,900 57525 6,700 8.475] 
31 Ontario 2) SDs eae ee Te eee 2,423 4,540 5,500 6,225 5,248] 
32 Manitoba 2s teeta) od sxe dete eens oe eee dene 700 950 1,500 1,400 1,450) 
33 Saskatchewanier..! 3. sees od aa eee 500 1,354 1,294 1,332 2,051 t 
34 Alberta ey oe seein rir ge O00 eee 826 1,380 1,487 1,280 i| »214 ; 
35 British: Columbiajwiu Ven ee ee ee 1,000 1722 1,872 1,961 1,417] 
36 TOTAL—OTHER CURRENT REVENUE]  7,697/ 13,5371 «17,974 19,9161 —-20,881) 


Item 
No. 


fo) aPhWD eS 


§337—22 
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MUNICIPAL GOVERNMENTS TABLE 60 
TOTAL REVENUE— CURRENT ACCOUNT (Concluded) 
Thousands of Dollars 


For the fiscal years —> 1937 
METROPOLITAN— 
MnebecCNiontteal) i. 5 bond. 5s o's bc bags os a be 56,293 
RUNDE OLOULO) 65's: x. is) cancels «5 oe ee ok oe 45,811 
OE ara eal bed aN. bleh Ay Bae. 4.777 
ianiLauer WEnnIpes). 62. 4-4.,'o so Leer lan. 12,141 
British Columbia (Vancouver)............... 14,253 
APLC ok We to RR ame SAleli  DENALIAAL MINGM ED EE OSE 133 275 
OTHER URBAN— 
Term WOTE! ASIAN W056 6 oss sos vos cise das oats 472 
EON ESRI ae he ge A Pato acd sciata CaM ne el see 6,171 
BORER ETO MICH ts aoe dees Gee cee ce eae 4,796 
(ES 2 She bce pal aD by ener ES 19 ,675 
SOREL AIO ee oa) ais 2 a deo eda Ree ae 52 ,874 
TCO oss. ool ss a oth 9h Hist ecaas Mee LE 2,316 
SUSE SEN ap a hog AR 11,413 
RPO U DRE ts oy cick os ss «ne sae Riis ase ies 14,175 
Pertsh Columpia. . ... 2 ia. 0g es ols os Bites we a 8 4,597 
Sub-Totak A566 s eet skal ee yes 116 ,489| 
R 
PePINCeAWatKl) LSIATIC «34 oa wks hep ne sip ele wn — 
DUR NSE ARCO TETAS 5 a, clicks. vailcinyacerenanedlonexobehatevetahs 3,004 
ENE BES oc sininia abe Sic sneglicebriadah utp iatisunt shoes whee 1,789 
COTES Wiesel 00 a a Oa ey Pee ea 8,300 
RATIO ere a9 8s is get’ oa ela etatepseane ys ahetstely 22,174 
Ua a ihe Se ce Teen BN 5,610 
Ree ECE EE coe secs sa canere’s. £m Soe otaamaape ie leral 8 els 9,821 
ee eee aa a ag sits lia nas (9 01 oe eae a's We 6,414 
Pmiehiiectariinia.....) WRG. «tas» bg «come 2,189} 
Reese sg sk SG Bo oss pity ee leleunle 59,301 
TOTAL— 
Prince eo wardelsland ... bis... .» «ays adel wep eee 472 
BM UE re is od hs | s ciaree waco cn nde Oe 9,175 
TR OUTRESFISQ OIC oo. os ns nsaiace we ale..0,sie suean ie pe 6,585 
ROG. ois RE chs wo ACO Rs Pols oh ee a oA 84 , 268 
PETE O 1s BAIR aise 5 on LEGS oR aie ANBAR he whe ees 125 ,636 
Bilanitobar. aries ss 5 Sees + «o's 26 eB 's v's 20 ,067 
Saskacchewatian. fo 6 Ves ob sons fe ages 6 She 21,234 
PETRA ate cE ba EE Eo +s Wolo pees Wh Gee 20 ,589 
British Columibiad. 6 se 8 va oe sees ona eee 21,039: 
TOTAL—CURRENT REVENUE...... 317,155; 309,065 
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MUNICIPAL GOVERNMENTS TABLE 61 


REVENUE — PROVINCIAL GRANTS 
Not included in revenue totals, but deducted from corresponding expenditures 


Thousands of Dollars 
doa For the fiscal years—>| 1913 1921 1926 1930 1937 
METROPOLITAN— 
1 Quebec \(Montreal}ceds ieee ane ss « bene ae ee 46 102 139 107 156 
2 OntarioiCT onan boven rs teipassin ss lisse Reenetee serene ee 69 200 400 1,060 2,033 
3 CV ISOE IN cee talet alagiss os ne: Excgpeeameseacw ses 5 40 100 125 178 
4 Manitoba (Winnipeg). . bic <s corse ohpegee ogee eine 75 201 503 305 250 
5 British Columbia (Vancouver)............... 320 686 1,588 i Me BA e142 
6 cD 4 Lange Saha by A oe waheene 515 1,229 2,730 3,324 3,729 
OTHER URBAN— 
7 Prince: Kdwarduisiand . . onihodees os Wateh he oa os 1 1 1 1 7 
8 Noval Scotia aie oes la fen te i Ce ee ae — — _ ZS 
a New Seriniswich ren :.s coeds ie te ek oe EA oh te. — — —_— 40 78 
10 Quebers. ce ake. sR ORS os PR ee 222 305 520 508 924 
11 Ontario siecn eek. chsh Seo eee LARA aes 408 650 1,635 1,855 3,008 
12 Manitoba. feats ons... 0 heh ts «ol Me alk 75 200 315 380 275 
13 Saskatchewaniiis 4:4... .iyGets Pas. 4. oe ae eG 125 676 1,052 1,353 769 
14 Alberta eee. eek hh CARER eae ieee 166 557 615 666 610 
15 British Commas)... cae ee aa eo ee en ie 247 414 784 895 645 
16 Subs oval. shea chk eee eee ee 2 1,244 2,803 4,922 5,698 6,316 
RURAL— 
17 Princes awarcsl Sian «ssc sinswk so 35 Bee ool — —_— — — — 
18 Nova scotintmerir +5. thease eicee meme eon —_— — — — — 
19 IN GW TONS WiC eae, as deen ad erin ed eens tees — — — —_ — 
20 60S oy eI (Cah aA PRADO ad, sey! oe rae A 282 1,050 935 853 1,264 
21 UBTIO ees wise cisle Subtia vec eem Cie ERIS 614 1,931 4,407 5,259 5 ,038 
22 MGNICODO a ite ies ss stan acer sie cc aa 413 552 987 706 474 
23 SASKACCHE Well set atk. ss shawn te <7 epee mn ee oe 597 862 1,214 1,411 979 
24 PAIDELP a re Cee sre ce on she eidtetd slacane ee reete ees 342 590 523 928 780 
25 British Columbia}. ic... tneras «ccs cee aa sels 191 286 567 673 465 
26 Sub-Totak 6.246029) ....< eee os. 2,439 Sich 8 ,633 9,830 9,000 
TOTAL— 
27 Prince Edwarc islands. 3 sg ce be ohne cn wih ese 1 1 1 1 7 
28 WNovyarmcotia tracts a <6 lc cette we csc berranema dees _ —_ — — — 
29 NewiBrunswitk 4s cae whine Go tn tee — — — 40 78 
30 Que bee. 1. Sea ee |) ens oh te ee eee ee Lee 550 1,457 1,594 1,468 2,344 
31 Ontario foc. Fe Lees ener a cians 1,096 2,821 6,542 8,299 10,257 
32 Manitoba: corer be xs ie el eee Eee aie 563 953 1,805 1,391 999 
33 Saskatchewan. cA... 2s bo oer serene ote fae 1,538 2,266 2,764 1,748 
34 Alberta cu occ eho ols he Se Ree she teers <a 508 1,147 1,138 1,594 1,390 
35 British-Columbia ty... .. JEVG,2E .2. weaned sa 758 1,386 2,939 3,295 23,222 
36 | TOTAL—PROVINCIAL GRANTS............ 4,198 9,303 16,285 18,852 19,045 


MUNICIPAL GOVERNMENTS 
EXPENDITURE — CURRENT ACCOUNT 


NET DEBT SERVICE 
Thousands of Dollars 


For the fiscal years —> 


METROPOLITAN— 
Quebec (Montreal) 
Ontario (Toronto) 
(Windsor) 
Manitoba (Winnipeg) 
British Columbia (Vancouver) 


Sub-Total 


RURAL— 
Prince Edward Island 


TOTAL— 
Prince Edward Island 
Nova Scotia 
New Brunswick 


TOTAL NET DEBT SERVICE, excluding debt 
retirement 


171 


TABLE 62 


172 


MUNICIPAL GOVERNMENTS TABLE 62 


EXPENDITURE — CURRENT ACCOUNT (Continued) 
EDUCATION 
Thousands of Dollars 


For the fiscal years——>-| 1913 1921 1926 1930 1937 


METROPOLITAN— 
Quebec (Montreal) 5,718 
Ontario (Toronto) 6 ,600 
(Windsor) 635 
Manitoba (Winnipeg) 2,570 
British Columbia (Vancouver) 2,008 


Sub-Total AWE eo 


152 
1 ,696 
920 


Quebec 3,142 
Ontario 9,940 


Manitoba 655 
Saskatchewan 3,848 
Alberta 3,950 


977 
25 ,280 


RURAL— 
Prince Edward Island — 
1,350 1,133 
470 975 


2,975 3,162 
Ontario 7,175 6,831 


Manitoba 2,988 2,764 
Saskatchewan 5,356 5,565 
Alberta 2,647 3 ,658 


508 804 


23 ,469 24,892 


152 190 
3,046 2,862 
1,390 2,130 


Quebec 11,835 155.2306 
Ontario 24,350 34,601 


6,213 6 624 
9,204 9,110 
6,597 8,545 


3,493 5,407 
66 , 280 
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MUNICIPAL GOVERNMENTS TABLE 62 
EXPENDITURE — CURRENT ACCOUNT (Continued) 
PUBLIC WELFARE 
Thousands of Dollars 
Item 
No. For the fiscal years—>| 1913 1921 1926 1930 1937 
METROPOLITAN— 
1 Giepec (Montreal) sre So MAS oe, 1,500 2,050 3,200 4,600 11,700 
2 Ontario CLOLOnte ye ie. ear ee odor: 1,002 4,500 4,400 6 ,300 8,799 
3 CW itso yi. USS iy AM bee 14 75 375 640 936 
4 Wamitopa (Winnipeds yt oR oo ee. 1,000 1,300 1,300 2,000 3,380 
5 British Columbia (Vancouver)............... 900 858 834 1 ,464 28972 
6 SOD GEA ctl ANE Baio et A 4,416 8,783 10,109 15 ,004 AGT EH 
OTHER URBAN— 
7 Prnce Hdward island’)... oe he ore 5 8 10 15 50 
8 DAR COTTA ia ho I Merah chal bine! eee woven 194 369 506 678 1,079 
9 IWC SPULIS WIC eel ee oe tana pete eledlatal’ 140 550 580 475 749 
10 Vo 20e CiR ey aid, A ak oS Re 300 600 800 1,150 2,300 
11 8 Ve Ge AUR 787 3,900 3,538 6 ,400 $4252 
12 DPIC oe esa Note! Shela ate  alslarals 100 100 100 200 270 
13 Rie ACCME W AI shale sles sacelatuicte sais Biel Geral alls 325 910 934 1,645 2,382 
14 PRISER CRE a chet dt os ale Ug RS ciatatlotats 425 693 865 1,180 2,569 
15 res Columbia. '.).)./. Fee oh Ee ek 260 250 246 325 738 
16 SOULE CUCU res wc a eetha Bel al ala o dtelptatetaletane''s 2,536 7 , 387 7579 12 ,068 18 , 389 
RURAL— 
17 Prince*Hdward Island. .)..0.6 22.06 ok es. — — — — ~ 
18 TOV ISCOU tee oh ella c oe elcalule wlatalatee webs 246 386 467 560 750 
19 INGW runs Wwick tic hel fa er Oe OS. 75 250 250 250 248 
20 eee MI KONO MOM 125 175 200 300 700) 
21 GRATION Are al eee Es Pa a ne, 347 1,000 1,000 1,500 2,350 
22 DVEATINCOD A tN oc he ea hal ore ols PRB eS 100 100 125 200 560 
23 A SRACCHIOC WAIN es. cin le easel otal digo letade olal's 175 391 573 1,058 17251 
24 PSE ee oe alate SOS Bald Sel dl MOT Ol als is 246 289 432 979 
25 Berrtishr Colt iat Ae ah A ae fod 66 68 94 138 209 
26 SUD 2 Oral ee td Shae Pk eae 1,209 2,616 2,998 4 ,438 7 ,O47 
TOTAL— 
27 Prince award island. oi yo es aes olf 5 8 10 15 50 
28 BON COLLAR tile oat Nia! aha! allel dat ene ola sl als 440 755 973 1,238 1,829 
29 ICU POTUNS WICH estas! nl he a! chalet a cle WHOM celal alate 215 800 830 725 997 
30 Ie a PR ee hu ae re stele, wel s Ramrehaee wide 1,925 2,825 4,200 6,050 14,700 
31 Frere! se eh ee PR rs 2,150 9,475 9,313 14,840 20 ,337 
o2 WEATILOD AS Ls edhe ae Pee oles entettata gists 1,200 1,500 1,525 2,400 4,210 
33 COICO ATT hs tal IES Hie) club clemetemetate eal as 500 1,301 1,507 2.703 3 ,633 
34 Fe Cg ie pocMen boa eRe Ct Co AA 500 939 1,154 1,612 3,548 
35 British: Commbia® . otter fake ek cP oreetete aie ols 1,226 1,183 1,174 1,927 3,919 
36 TOTAL—PUBLIC WELFARE........ 8,161 18,786 20 , 686 31,510 53,223 
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MUNICIPAL GOVERNMENTS TABLE 62 


EXPENDITURE — CURRENT ACCOUNT (Continued) 
STREETS AND ROADS 
Thousands of Dollars 


For the fiscal years —>- 1913 1930 1937 


METROPOLITAN— 
Quebec (Montreal) 
Ontario (Toronto) 
(Windsor) 
Manitoba (Winnipeg) 
British Columbia (Vancouver) 


Sub-Total 


OTHER URBAN— 
Prince Edward Island 


Sub-Total 


RURAL— 
Prince Edward Island 
Nova Scotia 


Sub-Total 18 ,943 
TOTAL— 


58 
1,030 
575 


9 ,200 
17 ,809 


2,955 
3,168 
4,604 


2,769 
42,159 
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MUNICIPAL GOVERNMENTS TABLE 62 
EXPENDITURE — CURRENT ACCOUNT (Continued) 
ALL OTHER EXPENDITURES 
Thousands of Dollars 
Item 
No. For the fiscal years——>| 1913 1921 1926 1930 1937 
METROPOLITAN— 
1 Quebeck (Moritreal). ......25.0.04....100 SL... 4,000 6,480 7,985 13 ,480 
2 Ontario, (Torontoy.s.. . ..< DOG Ss vs RARE AE bcs 3,600 8,500 10,000 9,091 
3 AVincSOr es . BE RR cue cA oo esccee 125 350 1,300 1,048 
4 Manitoba (Winnipeg).....2.05....00....00- 2,100 2,500 2,549 2,700 
5 British Columbia (Vancouver)............... 2,200 3,056 2,741 4,430 
6 MUDEGeAI em, . «ean Gots. a ites. 05 12,025 20 ,886 24,575 30,749 
OTHER URBAN— 
7 Prince EdwarcdIsland . . s005.....44.6 040 biewins 29 54 64 83 
8 TOV OCOLIAS 8 .... 1 SOE. de REO cs oe 464 1,122 1,149 1,491 
9 New mrunswieks.@.... 030008. 6. cRBRLE ss 340 825 1,065 836 
10 ODEO EAN oo ttt edie wie ema Melis 4 1,175 2,898 3,250 3,928 
11 COE ATIO€ oR ee 5 ea ES 6 ol ce hE ag ole 4,500 9 ,300 11,300 10 ,423 
12 PO DORE Ton sich nidns sae stun ee seas 700 900 862 700 
13 Ee TOE i el Sg hh SA 2,300 2,376 2,656 2 ,687 
14 oes ote ayt i ob ihe Oe ee DPI priiith 4 ACTER | 1,537 2,017 2,222 2,580 
15 RSEtCigi COMIN OIA. ec ed eh ae eins 1,100 1,312 1,214 1,443 
16 RS ALS A Oe any Whee Achold bilan Gre ee os 12,145 20 ,804 23782 24,171 
RURAL— 
17 Brince wawara Island... .\....4.. sss »agaous eves — —_ — — 
18 TOV COUIOUE ES cis cence at acknnt Owen cs 150 323 323 491 
19 INCU ESEULIS WICK ag cal ies ceka eee eee eee 75 250 275 331 
20 OC iis x's sega aie qin os ectenads vas sie ats 750 1,050 1,465 1,764 
21 SCTE EY yc oll ER ReRiimeeR ere, Seatheh ean 91) 3) 5 1,600 4,500 5,200 4,268 
22 PATIO DRA EOD 6 85.054 OLD Seo ole SES oe bales 1,000 1,300 872 1,300 
23 MRE ACCHE WONG oh. oo 5s UidiO. Be vin wd SAE Old «ns 1,400 1,379 3,384 2:,452 
24 CLL cy 6. sate a suee 6 dle 4 aM wa ae ee 450 785 748 1,047 
25 Pe EE CEERI ENG co) nae lds sncducoriosoiss agebandnmnphanedamiiecaiad 530 634 307 663 
26 SY est Hak ou) ), 3s kay wage guducen teams 55955 10,221 12,574 12,016 
TOTAL— 
27 Prince: Edward island ....0:: pcs. Gs oes Ui Ae eee 29 54 64 83 
28 Dante SCOLAIRE 5b os a ihds Ans oe 14GB ae 614 1,445 1,472 1,982 
29 PPS UTISTUIS OM cane os ls a ou, 5 ale is wk ee wd SURES 415 1,075 1,340 b, 167 
30 Cmebeert. . ae OE os. EUR, 2Me occ eR RE a os 5,925 10,428 12,700 19,172 
31 CUD UES YM DA ae Cats St UES) SRR WND URE, Sirah Parent 9,825 22,650 27 ,800 24 ,830 
32 WREST O DA a eae coe teed fen Bas ow a Pe oe aia 3,800 4,700 4,283 4,700 
33 SAS RECO WOT BK 5 cc lta Pa Dies ao ol bnbtin g os 3,700 3,755 6 ,040 4,839 
34 Dae eaten 5 fo WB ina Sac «ls s Reape adegeivie’s 1,987 2,802 2,970 3,627 
35 Peritiny COMmMDIaTe Tee eas cs ere eee ee 3,830 5,002 4,262 6,536 
36 TOTAL—ALL OTHER EXPENDITURES 30,125 51,911 60,931 66,936 
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MUNICIPAL GOVERNMENTS TABLE 62 


TOTAL EXPENDITURE — CURRENT ACCOUNT (Concluded) 
(EXCLUDING DEBT RETIREMENT) 
Thousands of Dollars 


ne For the fiscal years —> | 1913 | 1921 | 1926 | 1930 | 1937 


es a ee 


METROPOLITAN— 
1 Quebec? (Montreal)... br 0... MR 13 ,079 24,148 32,767 42,579 55 ,890 
2 Oritario (Toromeo) es... ee Se Rite ens 10 ,328 26 ,800 31,300 38 ,840 38 ,348 
3 CUM CISGE NE 2) NUMER & lao seca SHEN ors aly aes 437 1,935 4,475 6 ,590 4,404 
4 Manitoba (Winnipeg) 6.2 ie fo Uae 5,900 10 ,049 10 ,662 12 ,670 12,709 
5 British Columbia (Vancouver)...........--.. 6,733 9,757 9 ,923 14,199 14,784 


ee ee) ee ee eee 


6 SubsTotale: We. fA. 0. VEER oles 36,477 72,089 89,127, 114,878| 126,135 


ee | | | | 


OTHER URBAN— 
7 Prince Hdwardiislands 2h. i .cccce Wa de ee 8 149 309 349 417 517 
8 NGVAISCORAIE ela osc. a ds ee ek 2,011 4,503 4 ,647 5 ,673 5 ,934 


cece oe ee eee eee ere eee ee eee eee ee 


10 Qiebete 5) ee Ee se ARB ORs ss x a aketebh ose is 4,328 10,740 13,455 15,170 17,156 
11 ORATOR Os oR ooo seme 6 ne 14,789 32,750 40 ,953 47,705 44,605 


ee) 
ese re ec eee eo eos e reer eer ee eee e ee eee 


sees eee ew ee eo wr see seeer eee eee eee eee see eee 


eoceoceeecececeoew er ee ee oe eee ee ee eee 


ere eeceoeoe eee ee eee eee ee ee ee 8 oO 


EEE ee ee) ee 


eececeesc eee eer es oer ee ee eee 
oeec eo oe ee ee ewe ee ee ew ee owe we Oe ee ee 


ey 


20 CQucie cee iii i! ou: used) uate ema Usual 3,393 6,350 7,375 8,072 7,932 
21 Garatie le meee so) Toren en nes ea 8,860/ 21,019] 23,768 25,231] 20,682 


ee 
Ce eS 


Ce 


eeoeeceo rer eo ee e+ Cee eeseeer eee ore 


——— | | | | 


26 SOLED PGCGL nec ci vde ate cele « Muieee meee 24,777 54,490 60,770 67 ,963 54,048 


SE ee Se ny 


TOTAL— 
27 Prince Edward island oto oo. sin 4 eee exon 149 309 349 417 Siz 
28 Nova Scotidtmen acer ate eat ha Cate edi one 2,934 6 ,661 6 ,844 7 ,840 8 ,490 
29 New iBriitis wick. cr.) a eee eo og 1,780 4,130 5 ,420 5,415 5,656 
30 QUE DES soo iis ee es oil ee Te OR ed eae 20 ,800 41 ,238 53 ,597 65,821 80 ,978 
31 QHTCATIC noo. RE ois. ere italic Gi 34,414 82 ,504 100 , 496 118 ,366 108 ,039 
$2 Manitoba Feiss sie s gcteen ert eae ee ae ol eee 10,107 18 ,337 18 ,240 213359 19 ,900 
33 saskatchewatiil.4:....\. OU. Bae..5), PMR Bau 9 ,929 19 ,376 215933 24,557 17,774 
34 Aber tae onitNt Ps). ee ee als OR eke cnet 9 048 16,416 17 ,818 21,407 19,123 
35 British Columbia. : ue see eee eee ee 417,237 15,912 15,614 20 ,546 21,560 


36 | TOTAL—EXPENDITURE (excluding debt re- 


tiréinetit) 0 SCR RAT 100,398; 204,883) 240,311; 285,728) 282,037 
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MUNICIPAL GOVERNMENTS 


DEBT RETIREMENT (?) 
Thousands of Dollars 


For the fiscal years ended nearest to December 31 


1913 1921 1926 1930 1937 


METROPOLITAN— 
Quebec (Montreal) 
Ontario (Toronto) 
(Windsor) 
Manitoba (Winnipeg) 
British Columbia (Vancouver) 


Sub-Total 


OTHER URBAN— 
Prince Edward Island 
Nova Scotia 


RURAL— 
Prince Edward Island 


Manitoba 
Saskatchewan 
Alberta 


TOTAL— 
Prince Edward Island 
Nova Scotia 
New Brunswick 


Manitoba 
Saskatchewan 


15,430 


() Sinking Fund or Debt Retirement provisions. 
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THE BRITISH NORTH AMERICA ACT, 1867 
30 VICTORIA, CHAPTER 3 


An Act for the Union of Canada, Nova Scotia, and 
New Brunswick, and the Government thereof; 
and for Purposes connected therewith. 


[29th March, 1867.] 


Whereas the Provinces of Canada, Nova Scotia, 
and New Brunswick have expressed their Desire to 
be federally united into One Dominion under the 
Crown of the United Kingdom of Great Britain 
and Ireland, with a Constitution similar in 
Principle to that of the United Kingdom: 

And whereas such a Union would conduce to the 
Welfare of the Provinces and promote the Interests 
of the British Empire: 

And whereas on the Establishment of the Union 
by Authority of Parliament it is expedient, not only 
that the Constitution of the Legislative Authority 
in the Dominion be provided for, but also that the 
Nature of the Executive Government therein be 
declared: 

And whereas it is expedient that Provision be 
made for the eventual admission into the Union of 
other Parts of British North America: 

Be it therefore enacted and declared by the 
Queen’s most Excellent Majesty, by and with the 
Advice and Consent of the Lords Spiritual and 
Temporal, and Commons, in this present Parliament 
assembled, and by the Authority of the same, as 
follows: 

I. PRELIMINARY 


1. This Act may be cited as the British North 
America Act, 1867. 


2. The Provisions of this Act referring to Her 
Majesty the Queen extend also to the Heirs and 
Successors of Her Majesty, Kings and Queens of the 
United Kingdom of Great Britain and Ireland. 


II. UNIon 


3. It shall be lawful for the Queen, by and with 
the Advice of Her Majesty’s Most Honourable 
Privy Council, to declare by Proclamation that, on 
and after a Day therein appointed, not being more 
than Six Months after the passing of this Act, the 
Provinces of Canada, Nova Scotia, and New Bruns- 
wick shall form and be One Dominion under the 
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Name of Canada; and on and after that Day those 
Three Provinces shall form and be One Dominion 
under that Name accordingly. 


4. The subsequent Provisions of this Act shall, 
unless it 1s otherwise expressed or implied, com- 
mence and have effect on and after the Union, that 
is to say, on and after the Day appointed for the 
Union taking effect in the Queen’s Proclamation; 
and in the same Provisions, unless it is otherwise 
expressed or implied, the Name Canada shall be 
taken to mean Canada as constituted under this 
Act. 


5. Canada shall be divided into Four Provinces, 
named Ontario, Quebec, Nova Scotia, and New 
Brunswick. 


6. The Parts of the Province of Canada (as it 
exists at the passing of this Act) which formerly 
constituted respectively the Provinces of Upper 
Canada and Lower Canada shall be deemed to be 
severed, and shall form two separate Provinces. 
The Part which formerly constituted the Province 
of Upper Canada shall constitute the Province of 
Ontario; and the Part which formerly constituted 
the Province of Lower Canada shall constitute the 
Province of Quebec. 


7. The Provinces of Nova Scotia and New Bruns- 
wick shall have the same Limits as at the passing 
of this Act. 


8. In the general Census of the Population of 
Canada which is hereby required to be taken in the 
Year One thousand eight hundred and seventy-one, 
and in every Tenth Year thereafter, the respective 
Populations of the Four Provinces shall be dis- 
tinguished. 


Ili. Executive Powkr 


9. The Executive Government and Authority of 
and over Canada is hereby declared to continue 
and be vested in the Queen. 

10. The Provisions of this Act referring to the 
Governor General extend and apply to the Governor 
General for the Time being of Canada, or other the 
Chief Executive Officer or Administrator for the 
Time being carrying on the Government of Canada 
on behalf and in the Name of the Queen, by what- 
ever Title he is designated. 
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11. There shall be a Council to aid and advise in 
the Government of Canada, to be styled the 
@ueen’s Privy Council for Canada; and the Persons 
who are to be members of that Council shall be 
from Time to Time chosen and summoned by the 
Governor General and sworn in as Privy Council- 
lors, and Members thereof may be from Time to 
Time removed by the Governor General. 


12. All powers, Authorities, and Functions which 
under any Act of the Parliament of Great Britain, 
or of the Parliament of the United Kingdom of 
Great Britain and Ireland, or of the Legislature of 
Upper Canada, Lower Canada, Canada, Nova 
Scotia, or New Brunswick, are at the Union vested 
in or exerciseable by the respective Governors or 
Lieutenant Governors of those Provinces, with the 
Advice, or with the Advice and Consent, of the 
respective Executive Councils thereof, or in con- 
junction with those Councils, or with any Number 
of Members thereof, or by those Governors or Lieu- 
tenant-Governors individually, shall, as far as the 
same continue in existence and capable of being 
exercised after the Union in relation to the Govern- 
ment of Canada, be vested in and exerciseable by 
the Governor General, with the Advice or with the 
Advice and Consent of or in conjunction with the 
Queen’s Privy Council for Canada, or any Members 
thereof, or by the Governor General individually, as 
the Case requires, subject nevertheless (except with 
respect to such as exist under Acts of the Parliament 
of Great Britain or of the Parliament of the United 
Kingdom of Great Britain and Ireland) to be 
abolished or altered by the Parliament of Canada. 


13. The Provisions of this Act referring to the 
Governor General in Council shall be construed as 
referring to the Governor General acting by and 
with the Advice of the Queen’s Privy Council for 
Canada. 


14. It shall be lawful for the Queen, if Her Majesty 
thinks fit, to authorize the Governor General from 
Time to Time to appoint any Person or any Persons 
jointly or severally to be his Deputy or Deputies 
within any Part or Parts of Canada, and in that 
Capacity to exercise during the Pleasure of the 
Governor General such of the Powers, Authorities, 
and Functions of the Governor General as the Gov- 
ernor General deems it necessary or expedient to 
assign to him or them, subject to any Limitations 
or Directions expressed or given by the Queen; but 
the Appointment of such a Deputy or Deputies 
shall not affect the Exercise by the Governor Gen- 
eral himself of any Power, Authority, or Function. 


15. The Command-in-Chief of the Land and 
Naval Militia, and of all Naval and Military Forces, 
of and in Canada, is hereby declared to continue 
and be vested in the Queen. 

16. Until the Queen otherwise directs the Seat of 
Government of Canada shall be Ottawa. 


TV. LecIsuaATIvE Power 


17. There shall be One Parliament for Canada, 
consisting of the Queen, an Upper House styled the 
Senate, and the House of Commons. 

18. The Privileges, Immunities, and Powers to be 
held, enjoyed, and exercised by the Senate and by 
the House of Commons and by the Members thereof 
respectively shall be such as are from Time to Time 
defined by Act of the Parliament of Canada, but so 
that the same shall never exceed those at the pass- 
ing of this Act held, enjoyed, and exercised by the 
Commons House of Parliament of the United King- 
dom of Great Britain and Ireland and by the Mem- 
bers thereof. 


19. The Parliament of Canada shall be called 
together not later than Six Months after the Union. 


20. There shall be a Session of the Parliament of 
Canada once at least in every Year, so that Twelve 
Months shall not intervene between the last Sitting 
of the Parliament in one Session and its first Sitting 
in the next Session. 


The Senate 


21. The Senate shall, subject to the Provisions of 
this Act, consist of Seventy-two Members, who shall 
be styled Senators. 


22. In relation to the Constitution of the Senate, 
Canada shall be deemed to consist of Three 
Divisions: 

1. Ontario; 

2. Quebec; 


3. The Maritime Provinces, Nova Scotia and 
New Brunswick; which Three Divisions shall (sub- 
ject to the Provisions of this Act) be equally repre- 
sented in the Senate as follows: Ontario by Twenty- 
four Senators; Quebec by Twenty-four Senators; 
and the Maritime Provinces by Twenty-four Sena- 
tors, Twelve thereof representing Nova Scotia, and 
Twelve thereof representing New Brunswick. 

In the Case of Quebec each of the Twenty-four 
Senators representing that Province shall be ap- 
pointed for One of the Twenty-four Electoral 
Divisions of Lower Canada specified in Schedule A. 
to Chapter One of the Consolidated Statutes of 
Canada. 


i 


23. The Qualification of a Senator shall be as 
follows: 

(1) He shall be of the full age of Thirty Years: 

(2) He shall be either a Natural-born Subject of 
the Queen, or a Subject of the Queen natural- 
ized by an Act of the Parliament of Great 
Britain, or of the Parliament of the United 
Kingdom of Great Britain and Ireland, or 
of the Legislature of One of the Provinces of 
Upper Canada, Lower Canada, Canada, 
Nova Scotia, or New Brunswick, before the 
Union, or of the Parliament of Canada, after 
the Union; 


(3) He shall be legally or equitably seised as of 
Freehold for his own Use and Benefit of 
Lands or Tenements held in free and com- 
mon Socage, or seised or possessed for his 
own Use and Benefit of Lands or Tenements 
held in Franc-alleu or in Roture, within the 
Province for which he is appointed, of the 
Value of Four thousand Dollars, over and 
above all Rents, Dues, Debts, Charges, Mort- 
gages, and Incumbrances due or payable out 
of or charged on or affecting the same: 

(4) His Real and Personal Property shall be 
together worth Four thousand Dollars over 
and above his Debts and Liabilities: 

(5) He shall be resident in the Province for 
which he is appointed: 

(6) In the case of Quebec he shall have his Real 
Property Qualification in the Electoral Divi- 
sion for which he is appointed, or shall be 
resident in that Division. 


24. The Governor General shall from Time to 
Time, in the Queen’s Name, by Instrument under 
the Great Seal of Canada, summon qualified Per- 
sons to the Senate; and, subject to the Provisions 
of this Act, every Person so summoned shall 
become and be a Member of the Senate and a 
Senator. 


25. Such Persons shall be first summoned to the 
Senate as the Queen by Warrant under Her 
Majesty’s Royal Sign Manual thinks fit to approve, 
and their Names shall be inserted in the Queen’s 
Proclamation of Union. 


26. If at any Time on the Recommendation of 
the Governor General the Queen thinks fit to direct 
that Three or Six Members be added to the Senate, 
the Governor General may by Summons to Three 
or Six qualified Persons (as the Case may be), 
representing equally the Three Divisions of Canada, 
add to the Senate accordingly. 
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27. In case of such Addition being at any Time 
made the Governor General shall not summon any 
Person to the Senate, except on a further like 
Direction by the Queen on the like Recommenda- 
tion, until each of the Three Divisions of Canada is 
represented by Twenty-four Senators and no more. 


28. The Number of Senators shall not at any 
Time exceed Seventy-eight. 


29. A Senator shall, subject to the Provisions of 
this Act, hold his Place in the Senate for Life. 


30. A Senator may by Writing under his Hand 
addressed to the Governor General resign his Place 
in the Senate, and thereupon the same shall be 
vacant. 


31. The Place of a Senator shall become vacant 

in any of the following Cases:— 

(1) If for Two consecutive Sessions of the Par- 
liament he fails to give his Attendance in the 
Senate: 

(2) If he takes an Oath or makes a Declaration 
or Acknowledgment of Allegiance, Obedience, 
or Adherence to a Foreign Power, or does an 
Act whereby he becomes a Subject or Citizen, 
or entitled to the Rights or Privileges of a 
Subject or Citizen, of a Foreign Power: 

(3) If he is adjudged Bankrupt or Insolvent, or 
applies for the Benefit of any Law relating 
to Insolvent Debtors, or becomes a public 
Defaulter: 

(4) If he is attainted of Treason or convicted of 
Felony or of any infamous Crime: 

(5) If he ceases to be qualified in respect of 
Property or of Residence; provided, that a 
Senator shall not be deemed to have ceased 
to be qualified in respect of Residence by 
reason only of his residing at the Seat of the 
Government of Canada while holding an 
Office under that Government requiring his 
Presence there. 


32. When a Vacancy happens in the Senate by 
Resignation, Death, or otherwise, the Governor 
General shall by Summons to a fit and qualified 
Person fill the Vacancy. 


38. If any Question arises respecting the Qualifi- 
cation of a Senator or a Vacancy in the Senate the 
same shall be heard and determined by the Senate. 


34. The Governor General may from Time to 
Time, by Instrument under the Great Seal of Can- 
ada, appoint a Senator to be Speaker of the Senate, 
and may remove him and appoint another in his 
Stead. 
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35. Until the Parliament of Canada otherwise 
provides, the Presence of at least Fifteen Senators, 
including the Speaker, shall be necessary to consti- 
tute a Meeting of the Senate for the Exercise of its 
Powers. 


36. Questions arising in the Senate shall be 
decided by a Majority of Voices, and the Speaker 
shall in all Cases have a Vote, and when the Voices 
are equal the Decision shall be deemed to be in the 
Negative. 


The House of Commons 


37. The House of Commons shall, subject to the 
Provisions of this Act, consist of One hundred and 
eighty-one Members, of whom Eighty-two shall be 
elected for Ontario, Sixty-five for Quebec, Nineteen 
for Nova Scotia, and Fifteen for New Brunswick. 


38. The Governor General shall from Time to 
Time, in the Queen’s Name, by Instrument under 
the Great Seal of Canada, summon and call together 
the House of Commons. 


39. A Senator shall not be capable of being 
elected or of sitting or voting as a Member of the 
House of Commons. 


40. Until the Parliament of Canada otherwise 
provides, Ontario, Quebec, Nova Scotia, and New 
Brunswick shall, for the Purposes of the Election 
of Members to serve in the House of Commons, be 
divided into Electoral Districts as follows:— 


1. ONTARIO 


Ontario shall be divided into the Counties, 
Ridings of Counties, Cities, Parts of Cities, and 
Towns enumerated in the First Schedule to this 
Act, each whereof shall be an Electoral District, 
each such District as numbered in that Schedule 
being entitled to return One Member. 


2. QUEBEC 


Quebec shall be divided into Sixty-five Electoral 
Districts, composed of the Sixty-five Electoral Divi- 
sions into which Lower Canada is at the passing of 
this Act divided under Chapter Two of the Con- 
solidated Statutes of Canada, Chapter Seventy-five 
of the Consolidated Statutes for Lower Canada, and 
the Act of the Province of Canada of the Twenty- 
third Year of the Queen, Chapter One, or any other 
Act amending the same in force at the Union, so 
that each such Electoral Division shall be for the 
Purposes of this Act an Electoral District entitled 
to return One Member. 


3. Nova SCOTIA 


Each of the Highteen Counties of Nova Scotia 
shall be an Electoral District. The County of 
Halifax shall be entitled to return Two Members, 
and each of the other Counties One Member. 


4. New BruNSwWICK 


Each of the Fourteen Counties into which New 
Brunswick is divided, including the City and 
County of St. John, shall be an Electoral District. 
The City of St. John shall also be a separate Elec- 
toral District. Each of those Fifteen Electoral Dis- 
tricts shall be entitled to return One Member. 


41. Until the Parliament of Canada otherwise 
provides, all Laws in force in the several Provinces 
at the Union relative to the following Matters or 
any of them, namely,—the Qualifications and Dis- 
qualifications of Persons to be elected or to sit or 
vote as Members of the House of Assembly or 
Legislative Assembly in the several Provinces, the 
Voters at Elections of such Members, the Oaths to 
be taken by Voters, the Returning Officers, their 
Powers and Duties, the Proceedings at Elections, 
the Periods during which Elections may be con- 
tinued, the Trial of controverted Elections, and 
Proceedings incident thereto, the vacating of Seats 
of Members, and the Execution of new Writs in 
case of Seats vacated otherwise than by Dissolution, 
—shall respectively apply to Elections of Members 
to serve in the House of Commons for the same 
several Provinces. 

Provided that, until the Parliament of Canada 
otherwise provides, at any Election for a Member 
of the House of Commons for the District of 
Algoma, in addition to Persons qualified by the Law 
of the Province of Canada to vote, every male 
British Subject, aged Twenty-one Years or up- 
wards, being a Householder, shall have a Vote. 


42. For the First Election of Members to serve 
in the House of Commons the Governor General 
shall cause Writs to be issued by such Person, in 
such Form, and addressed to such Returning Officers 
as be thinks fit. 

The Person issuing Writs under this Section shall 
have the like Powers as are possessed at the Union 
by the Officers charged with the issuing of Writs 
for the Election of Members to serve in the respec- 
tive House of Assembly or Legislative Assembly of 
the Province of Canada, Nova Scotia, or New 
Brunswick; and the Returning Officers to whom 
Writs are directed under this Section shall have the 
like Powers as are possessed at the Union by the 


Officers charged with the returning of Writs for the 
Election of Members to serve in the same respective 
House of Assembly or Legislative Assembly. 


43. In case a Vacancy in the Representation 
in the House of Commons of any Electoral District 
happens before the Meeting of the Parliament, or 
after the Meeting of the Parliament before Pro- 
vision is made by the Parliament in this Behalf, the 
Provisions of the last foregoing Section of this Act 
shall extend and apply to the issuing and returning 
of a Writ in respect of such Vacant District. 


44, The House of Commons on its first assembling 
after a General Election shall proceed with all prac- 
ticable Speed to elect One of its Members to be 
Speaker. 


45. In case of a Vacancy happening in the Office 
of Speaker by Death, Resignation, or otherwise, the 
House of Commons shall with all practicable Speed 
proceed to elect another of its Members to be 
Speaker. 


46. The Speaker shall preside at all Meetings of 
the House of Commons. 


47. Until the Parliament of Canada otherwise 
provides, in case of the Absence for any Reason of 
the Speaker from the Chair of the House of Com- 
mons for a period of Forty-eight consecutive Hours, 
the House may elect another of its Members to act 
as Speaker, and the Member so elected shall during 
the Continuance of such Absence of the Speaker 
have and execute all the Powers, Privileges, and 
Duties of Speaker. 


48. The Presence of at least Twenty Members of 
the House of Commons shall be necessary to consti- 
tute a Meeting of the House for the Exercise of its 
Powers; and for that Purpose the Speaker shall be 
reckoned as a Member. 


49. Questions arising in the House of Commons 
shall be decided by a Majority of Voices other than 
that of the Speaker, and when the Voices are equal, 
but not otherwise, the Speaker shall have a Vote. 


50. Every House of Commons shall continue for 
Five Years from the Day of the Return of the 
Writs for choosing the House (subject to be sooner 
dissolved by the Governor General), and no longer. 


51. On the Completion of the Census in the Year 
One thousand eight hundred and seventy-one, and 
of each subsequent decennial Census, the Repre- 
sentation of the Four Provinces shall be readjusted 
by such Authority, in such Manner, and from such 
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Time, as the Parliament of Canada from Time to 
Time provides, subject and according to the follow- 
ing Rules:— 

(1) Quebec shall have the fixed Number of Sixty- 
five Members: 

(2) There shall be assigned to each of the other 
Provinces such a Number of Members as will 
bear the same Proportion to the Number of 
its Population (ascertained at such Census) 
as the Number Sixty-five bears to the Num- 
ber of the Population of Quebec (so ascer- 
tained) : 

(3) In the Computation of the Number of Mem- 
bers for a Province a fractional Part not 
exceeding One Half the whole Number 
requisite for entitling the Province to a 
Member shall be disregarded; but a frac- 
tional Part exceeding One Half of that 
Number shall be equivalent to the whole 
Number: 

(4) On any such Re-adjustment the Number of 
Members for a Province shall not be reduced 
unless the Proportion which the Number of 
the Population of the Province bore to the 
Number of the aggregate Population of Can- 
ada at the then last preceding Re-adjustment 
of the Number of Members for the Province 
is ascertained at the then latest Census to 
be diminished by One Twentieth Part or 
upwards: 

(5) Such Re-adjustment shall not take effect 
until the Termination of the then existing 
Parliament. 


52. The Number of Members of the House of 
Commons may be from Time to Time increased by 
the Parliament of Canada, provided the proportion- 
ate Representation of the Provinces prescribed by 
this Act is not thereby disturbed. 


Money Votes; Royal Assent 


53. Bills for appropriating any Part of the Public 
Revenue, or for imposing any Tax or Impost, shall 
originate in the House of Commons. 


54, It shall not be lawful for the House of Com- 
mons to adopt or pass any Vote, Resolution, 
Address, or Bill for the Appropriation of any Part 
of the Public Revenue, or of any Tax or Impost, to 
any Purpose that has not been first recommended 
to that House by Message of the Governor General 
in the Session in which such Vote, Resolution, 
Address, or Bill is proposed. 
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55. Where a Bill passed by the Houses of Parlia- 
ment is presented to the Governor General for the 
Queen’s Assent, he shall declare, according to his 
Discretion, but subject to the Provisions of this Act 
and to Her Majesty’s Instructions, either that he 
assents thereto in the Queen’s Name, or that he 
withholds the Queen’s Assent, or that he reserves 
the Bill for the Signification of the Queen’s Pleasure. 


56. Where the Governor General assents to a Bill 
in the Queen’s Name, he shall by the first con- 
venient Opportunity send an authentic Copy of the 
Act to one of Her Majesty’s Principal Secretaries 
of State, and if the Queen in Council within Two 
Years after Receipt thereof by the Secretary of 
State thinks fit to disallow the Act, such Disallow- 
ance (with a Certificate of the Secretary of State of 
the Day on which the Act was received by him) 
being signified by the Governor General, by Speech 
or Message to each of the Houses of the Parliament 
or by Proclamation, shall annul the Act from and 
after the Day of such Signification. 


57. A Bill reserved for the Signification of the 
Queen’s Pleasure shall not have any Force unless 
and until within Two Years from the Day on which 
it was presented to the Governor General for the 
Queen’s Assent, the Governor General signifies, by 
Speech or Message to each of the Houses of the 
Parliament or by Proclamation, that it has received 
the Assent of the Queen in Council. 

An Entry of every such Speech, Message, or Proc- 
lamation shall be made in the Journal of each 
House, and a Duplicate thereof duly attested shall 
be delivered to the proper Officer to be kept among 
the Records of Canada. 


V. PRovINCcIAL CONSTITUTION 


Executive Power 


58. For each Province there shall be an Officer, 
styled the Lieutenant-Governor, appointed by the 
Governor General in Council by Instrument under 
the Great Seal of Canada. 


59. A Lieutenant-Governor shall hold Office dur- 
ing the Pleasure of the Governor General; but any 
Lieutenant-Governor appointed after the Com- 
mencement of the First Session of the Parliament 
of Canada shall not be removable within Five Years 
from his Appointment, except for Cause assigned, 
which shall be communicated to him in Writing 
within One Month after the Order for his Removal 
is made, and shall be communicated by Message to 
the Senate and to the House of Commons within 


One Week thereafter if the Parliament is then 
Sitting, and if not then within One Week after the 
Commencement of the next Session of the Parlia- 
ment. 


60. The Salaries of the Lieutenant-Governors 
shall be fixed and provided by the Parliament of 
Canada. 


61. Every Lieutenant-Governor shall, before as- 
suming the Duties of his Office, make and subscribe 
before the Governor General or some Person author- 
ized by him, Oaths of Allegiance and Office similar 
to those taken by the Governor General. 


62. The Provisions of this Act referring to the 
Lieutenant-Governor extend and apply to the Lieu- 
tenant-Governor for the Time being of each 
Province or other the Chief Executive Officer or 
Administrator for the Time being carrying on the 
Government of the Province, by whatever Title he 
is designated. 


63. The Executive Council of Ontario and of 
Quebec shall be composed of such Persons as the 
Lieutenant-Governor from Time to Time thinks fit, 
and in the first instance of the following Officers, 
namely,—the Attorney-General, the Secretary and 
Registrar of the Province, the Treasurer of the 
Province, the Commissioner of Crown Lands, and 
the Commissioner of Agriculture and Public Works, 
within Quebec, the Speaker of the Legislative 
Council and the Solicitor General. 


64. The Constitution of the Executive Authority 
in each of the Provinces of Nova Scotia and New 
Brunswick shall, subject to the Provisions of this 
Act, continue as it exists at the Union until altered 
under the Authority of this Act. 


65. All Powers, Authorities, and Functions which 
under any Act of the Parliament of Great Britain, 
or of the Parliament of the United Kingdom of 
Great Britain and Ireland, or of the Legislature of 
Upper Canada, Lower Canada, or Canada, were or 
are before or at the Union vested in or exerciseable 
by the respective Governors or Lieutenant-Gover- 
nors of those Provinces, with the Advice or with the 
Advice and Consent of the respective Executive 
Councils thereof, or in conjunction with those Coun- 
cils, or with any Number of Members thereof, or by 
those Governors or Lieutenant-Governors individu- 
ally, shall, as far as the same are capable of being 
exercised after the Union in relation to the Govern- 
ment of Ontario and Quebec respectively, be vested 
in and shall or may be exercised by the Lieutenant- 
Governor of Ontario and Quebec respectively, with 
the Advice or with the Advice and Consent of or in 


: 
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conjunction with the respective Executive Councils, 
or any Members thereof, or by the Lieutenant- 
Governor individually, as the Case requires, subject 
nevertheless (except with respect to such as exist 
under Acts of the Parliament of Great Britain, or of 
the Parliament of the United Kingdom of Great 
Britain and Ireland,) to be abolished or altered by 
the respective Legislatures of Ontario and Quebec. 


66. The Provisions of this Act referring to the 
Lieutenant-Governor in Council shall be construed 
as referring to the Lieutenant-Governor of the 
Province acting by and with the Advice of the 
Executive Council thereof. 


67. The Governor General in Council may from 
Time to Time appoint an Administrator to execute 
the Office and Functions of Lieutenant-Governor 
during his Absence, Illness, or other Inability. 


68. Unless and until the Executive Government 
of any Province otherwise directs with respect to 
that Province the Seats of Government of the 
Provinces shall be as follows, namely,—of Ontario, 
the City of Toronto; of Quebec, the City of Quebec; 
of Nova Scotia, the City of Halifax; and of New 
Brunswick, the City of Fredericton. 


Legislative Power 


1. ONTARIO 


69. There shall be a Legislature for Ontario con- 
sisting of the Lieutenant-Governor and of One 
House, styled the Legislative Assembly of Ontario. 


70. The Legislative Assembly of Ontario shall be 
composed of Highty-two Members, to be elected to 
represent the Highty-two Electoral Districts set 
forth in the First Schedule to this Act. 


2. QUEBEC 


71. There shall be a Legislature for Quebec con- 
sisting of the Lieutenant-Governor and of Two 
Houses, styled the Legislative Council of Quebec 
and the Legislative Assembly of Quebec. 


72. The Legislative Council of Quebec shall be 
composed of Twenty-four Members, to be appointed 
by the Lieutenant-Governor, in the Queen’s Name, 
by Instrument under the Great Seal of Quebec, one 
being appointed to represent each of the Twenty- 
four Electoral Divisions of Lower Canada in this 
Act referred to, and each holding Office for the 
Term of his Life, unless the Legislature of Quebec 
otherwise provides under the Provisions of this Act. 
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73. The Qualifications of the Legislative Coun- 
cillors of Quebec shall be the same as those of the 
Senators for Quebec. 


74. The Place of a Legislative Councillor of Que- 
bee shall become vacant in the Cases, mutatis 
mutandis in which the Place of Senator becomes 
vacant. 


75. When a Vacancy happens in the Legislative 
Council of Quebec by Resignation, Death, or other- 
wise, the Lieutenant-Governor, in the Queen’s 
Name, by Instrument under the Great Seal of 
Quebec, shall appoint a fit and qualified Person to 
fill the Vacancy. 


76. If any Question arises respecting the Qualifi- 
cation of a Legislative Councillor of Quebec, or a 
Vacancy in the Legislative Council of Quebec, the 
same shall be heard and determined by the Legisla- 
tive Council. 


77. The Lieutenant-Governor may from Time to 
Time, by Instrument under the Great Seal of Que- 
bec, appoint a Member of the Legislative Council 
of Quebec to be Speaker thereof, and may remove 
him and appoint another in his stead. 


78. Until the Legislature of Quebec otherwise 
provides, the Presence of at least Ten Members of 
the Legislative Council, including the Speaker, shall 
be necessary to constitute a Meeting for the Exer- 
cise of its Powers. 


79. Questions arising in the Legislative Council 
of Quebec shall be decided by a Majority of Voices, 
and the Speaker shall in all Cases have a Vote, and 
when the Voices are equal the Decision shall be 
deemed to be in the negative. 


80. The Legislative Assembly of Quebec shall be 
composed of Sixty-five Members, to be elected to 
represent the Sixty-five Electoral Divisions or Dis- 
tricts of Lower Canada in this Act referred to, sub- 
ject to Alteration thereof by the Legislature of 
Quebec: Provided that it shall not be lawful to 
present to the Lieutenant-Governor of Quebec for 
Assent any Bill for altering the Limits of any of the 
Electoral Divisions or Districts mentioned in the 
Second Schedule to this Act, unless the Second and 
Third Readings of such Bill have been passed in 
the Legislative Assembly with the Concurrence of 
the Majority of the Members representing all those 
Electoral Divisions or Districts, and the Assent 
shall not be given to such Bill unless an Address has 
been presented by the Legislative Assembly to the 
Lieutenant-Governor stating that it has been so 
passed. 
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3. ONTARIO AND QUEBEC 


81. The Legislatures of Ontario and Quebec 
respectively shall be called together not later than 
Six Months after the Union. 


82. The Lieutenant-Governor of Ontario and of 
Quebec shall from Time to Time, in the Queen’s 
Name, by Instrument under the Great Seal of the 
Province, summon and call together the Legislative 
Assembly of the Province. 


83. Until the Legislature of Ontario or of Quebec 
otherwise provides, a Person accepting or holding in 
Ontario or in Quebec any Office, Commission, or 
Employment, permanent or temporary, at the 
Nomination of the Lieutenant-Governor, to which 
an annual Salary, or any Fee, Allowance, Emolu- 
ment, or profit of any Kind or Amount whatever 
from the Province is attached, shall not be eligible 
as a Member of the Legislative Assembly of the 
respective Province, nor shall he sit or vote as such; 
but nothing in this Section shall make ineligible 
any Person being a Member of the Executive 
Council of the respective Province, or holding any 
of the following Offices, that is to say, the Offices of 
Attorney-General, Secretary and Registrar of the 
Province, Treasurer of the Province, Commissioner 
of Crown Lands, and Commissioner of Agriculture 
and Public Works, and in Quebec Solicitor General, 
or shall disqualify him to sit or vote in the House 
for which he is elected, provided he is elected while 
holding such Office. 


84. Until the Legislatures of Ontario and Quebec 
respectively otherwise provide, all Laws which at 
the Union are in force in those Provinces respec- 
tively, relative to the following Matters, or any of 
them, namely,—the Qualifications and Disqualifica- 
tions of Persons to be elected or to sit or vote as 
Members of the Assembly of Canada, the Qualifica- 
tions or Disqualifications of Voters, the Oaths to 
be taken by Voters, the Returning Officers, their 
Powers and Duties, the Proceedings at Elections, 
the Periods during which such Elections may be 
continued, and the Trial of controverted Elections 
and the Proceedings incident thereto, the vacating 
of the Seats of Members and the issuing and Execu- 
tion of new Writs in case of Seats vacated otherwise 
than by Dissolution,—shall respectively apply to 
Elections of Members to serve in the respective 
Legislative Assemblies of Ontario and Quebec. 


Provided that until the Legislature of Ontario 
otherwise provides, at any Election for a Member 
of the Legislative Assembly of Ontario for the Dis- 
trict of Algoma, in addition to Persons qualified by 


the Law of the Province of Canada to vote, every 
male British Subject, aged Twenty-one Years or 
upwards, being a Householder, shall have a Vote. 


85. Every Legislative Assembly of Ontario and 
every Legislative Assembly of Quebec shall con- 
tinue for Four Years from the Day of the Return 
of the Writs for choosing the same (subject never- 
theless to either the Legislative Assembly of Ontario 
or the Legislative Assembly of Quebec being sooner 
dissolved by the Lieutenant-Governor of the 
Province), and no longer. 


86. There shall be a session of the Legislature of 
Ontario and of that of Quebec once at least in every 
Year, so that Twelve Months shall not intervene 
between the last Sitting of the Legislature in each 
Province in one Session and its first Sitting in the 
next Session. 


87. The following Provisions of this Act respect- 
ing the House of Commons of Canada shall extend 
and apply to the Legislative Assemblies of Ontario 
and Quebec, that is to say,—the Provisions relating 
to the Election of a Speaker originally and on 
Vacancies, the Duties of the Speaker, the absence 
of the Speaker, the Quorum, and the Mode of 
voting, as if those Provisions were here re-enacted 
and made applicable in Terms to each such Legisla- 
tive Assembly. 


4. Nova Scotia AND New Brunswick 


88. The Constitution of the Legislature of each 
of the Provinces of Nova Scotia and New Bruns- 
wick shall, subject to the Provisions of this Act, 
continue as it exists at the Union until altered 
under the Authority of this Act; and the House of 
Assembly of New Brunswick existing at the passage 
of this Act shall, unless sooner dissolved, continue 
for the Period for which it was elected. 


5. ONTARIO, QUEBEC, AND Nova Scotia 


89. Each of the Lieutenant-Governors of Ontario, 
Quebec and Nova Scotia shall cause Writs to be 
issued for the First Election of Members of the 
Legislative Assembly thereof in such Form and by 
such Person as he thinks fit, and at such Time and 
addressed to such Returning Officer as the Gover- 
nor General directs, and so that the First Election 
of a Member of the Assembly for any Electoral 
District or any Subdivision thereof shall be held at 
the same Time and at the same Places as the Elec- 
tion for a Member to serve in the House of Com- 
mons of Canada for that Electoral District. 


6. THe Four PrRovincss 


90. The following Provisions of this Act respect- 
ing the Parliament of Canada, namely,—the Pro- 
visions relating to Appropriation and Tax Bills, the 
Recommendation of Money Votes, the Assent to 
Bills, the Disallowance of Acts, and the Signification 
of Pleasure on Bills reserved,—shall extend and 
apply to the Legislatures of the several Provinces 
as if those Provisions were here re-enacted and 
made applicable in Terms to the respective Prov- 
inces and the Legislatures thereof, with the Substi- 
tution of the Lieutenant-Governor of the Province 
for the Governor General, of the Governor General 
for the Queen and for a Secretary of State, of One 
Year for Two Years, and of the Province for 
Canada. 


VI. DiIstTRIBUTION OF LEGISLATIVE POWERS 


Powers of the Parliament 


91. It shall be lawful for the Queen, by and with 
the Advice and Consent of the Senate and House of 
Commons, to make Laws for the Peace, Order, and 
good Government of Canada, in relation to all 
Matters not coming within the Classes of Subjects 
by this Act assigned exclusively to the Legislatures 
of the Provinces, and for greater Certainty, but not 
so as to restrict the Generality of the foregoing 
Terms of this Section, it is hereby declared that 
(notwithstanding anything in this Act) the exclu- 
sive Legislative Authority of the Parliament of 
Canada extends to all Matters coming within the 
Classes of Subjects next hereinafter enumerated; 
that is to say,— 

1. The Public Debt and Property. 

2. The Regulation of Trade and Commerce. 

3. The raising of Money by any Mode or Sys- 
tem of Taxation. 

4. The borrowing of Money on the Public 
Credit. 

5. Postal Service. 

6. The Census and Statistics. 

7. Militia, Military and Naval Service, and 
Defence. 

8. The fixing of and providing for the Salaries 
and Allowances of Civil and other Officers of 
the Government of Canada. 

9. Beacons, Buoys, Lighthouses, and Sable 
Island. 

10. Navigation and Shipping. 

11. Quarantine and the Establishment and Main- 

tenance of Marine Hospitals. 
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12. Sea Coast and Inland Fisheries. 

13. Ferries between a Province and any British 
or Foreign Country or between Two Prov- 
inces. 

14. Currency and Coinage. 

15. Banking, Incorporation of Banks, and the 
Issue of Paper Money. 

16. Savings Banks. 

17. Weights and Measures. 

18. Bills of Exchange and Promissory Notes. 

19. Interest. 

20. Legal Tender. 

21. Bankruptcy and Insolvency. 

22. Patents of Invention and Discovery. 

23. Copyrights. 

24. Indians, and Lands reserved for the Indians. 

25. Naturalization and Aliens. 

26. Marriage and Divorce. 

27. The Criminal Law, except the Constitution 
of Courts of Criminal Jurisdiction, but in- 
cluding the Procedure in Criminal Matters. 

28. The Establishment, Maintenance, and Man- 
agement of Penitentiaries. 

29. Such Classes of Subjects as are expressly 
excepted in the Enumeration of the Classes 
of Subjects by this Act assigned exclusively 
to the Legislatures of the Provinces. 


And any Matter coming within any of the Classes 
of Subjects enumerated in this Section shall not be 
deemed to come within the Class of Matters of a 
local or private Nature comprised in the Enumera- 
tion of the Classes of Subjects by this Act assigned 
exclusively to the Legislatures of the Provinces. 


Exclusive Powers of Provincial Legislatures 


92. In each Province the Legislature may exclu- 
sively make Laws in relation to Matters coming 
within the Classes of Subjects next hereinafter 
enumerated; that is to say,— 

1. The Amendment from Time to Time, not- 
withstanding anything in this Act, of the 
Constitution of the Province, except as 
regards the Office of Lieutenant-Governor. 

2. Direct Taxation within the Province in order 
to the Raising of a Revenue for Provincial 
Purposes. 

3. The borrowing of Money on the sole Credit 
of the Province. 

4. The Establishment and Tenure of Provincial 
Offices and the Appointment and Payment 
of Provincial Officers. 
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10. 


al 


LZ 


13. 
14. 


16. 


. The Management and Sale of the Public 


Lands belonging to the Province and of the 
Timber and Wood thereon. 

The Establishment, Maintenance, and Man- 
agement of Public and Reformatory Prisons 
in and for the Province. 

The Establishment, Maintenance, and Man- 
agement of Hospitals, Asylums, Charities, 
and Eleemosynary Institutions in and for 
the Province, other than Marine Hospitals. 


. Municipal Institutions in the Province. 


Shop, Saloon, Tavern, Auctioneer, and other 
Licenses in order to the raising of a Revenue 
for Provincial, Local, or Municipal Purposes. 


Local Works and Undertakings other than 
such as are of the following Classes:— 


(a) Lines of Steam or other Ships, Railways, 
Canals, Telegraphs, and other Works 
and Undertakings connecting the Prov- 
ince with any other or others of the 
Provinces, or extending beyond the 
Limits of the Province: 

(b) Lines of Steam Ships between the Prov- 
ince and any British or Foreign 
Country: 

Such Works as, although wholly situ- 
ate within the Province, are before or 
after their Execution declared by the 
Parliament of Canada to be for the 
general Advantage of Canada or for the 
Advantage of Two or more of the 
Provinces. 


The Incorporation of Companies with Pro- 
vincial Objects. 


The Solemnization of Marriage in the Prov- 
ince. 


Property and Civil Rights in the Province. 


The Administration of Justice in the Prov- 
ince, including the Constitution, Mainten- 
ance, and Organization of Provincial Courts, 
both of Civil and of Criminal Jurisdiction, 
and including Procedure in Civil Matters in 
those Courts. 


. The Imposition of Punishment by Fine, 


Penalty, or Imprisonment for enforcing any 
Law of the Province made in relation to any 
Matter coming within any of the Classes of 
Subjects enumerated in this Section. 


Generally all Matters of a merely local or 
private Nature in the Province. 


Education 


93. In and for each Province the Legislature may 
exclusively make Laws in relation to Education, 
subject and according to the following Provisions:— 


(1) Nothing in any such Law shall prejudicially 


(3) 


(4) 


affect any Right or Privilege with respect to 
Denominational Schools which any Class of 
Persons have by Law in the Province at the 
Union: 

All the Powers, Privileges, and Duties at the 
Union by Law conferred and imposed in 
Upper Canada on the Separate Schools and 
School Trustees of the Queen’s Roman 
Catholic Subjects shall be and the same are 
hereby extended to the Dissentient Schools 
of the Queen’s Protestant and Roman 
Catholic Subjects in Quebec: 

Where in any Province a System of Separate 
or Dissentient Schools exists by Law at the 
Union or is thereafter established by the 
Legislature of the Province, an Appeal shall 
lie to the Governor General in Council from 
any Act or Decision of any Provincial 
Authority affecting any Right or Privilege of 
the Protestant or Roman Catholic Minority 
of the Queen’s Subjects in relation to Edu- 
cation: 

In case any such Provincial Law as from 
Time to Time seems to the Governor General] 
in Council requisite for the due Execution of 
the Provisions of this Section is not made, 


or in case any Decision of the Governor 


General in Council on any Appeal under this 
Section is not duly executed by the proper 
Provincial Authority in that Behalf, then 
and in every such Case, and as far only as 
the Circumstances of each Case require, the 
Parliament of Canada may make remedial 
Laws for the due Execution of the Provisions 
of this Section and of any Decision of the 
Governor General in Council under this 
Section. 


Uniformity of Laws in Ontario, Nova Scotia, and 


New Brunswick 


94. Notwithstanding anything in this Act, the 
Parliament of Canada may make Provision for the 
Uniformity of all or any of the Laws relative to 
Property and Civil Rights in Ontario, Nova Scotia, 
and New Brunswick, and of the Procedure of all or 
any of the Courts in those Three Provinces, and 
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from and after the passing of any Act in that Behalf 
the Power of the Parliament of Canada to make 
Laws in relation to any Matter comprised in any 
such Act shall, notwithstanding anything in this 
Act, be unrestricted; but any Act of the Parliament 
of Canada making Provision for such Uniformity 
shall not have effect in any Province unless and 
until it is adopted and enacted as Law by the 
Legislature thereof. 


Agriculture and Immigration 


95. In each Province the Legislature may make 
Laws in relation to Agriculture in the Province, and 
to Immigration into the Province; and it is hereby 
declared that the Parliament of Canada may from 
Time to Time make Laws in relation to Agriculture 
in all or any of the Provinces, and to Immigration 
into all or any of the Provinces; and any Law of 
the Legislature of a Province relative to Agriculture 
or to Immigration shall have effect in and for the 
Province as long and as far only as it is not repug- 
nant to any Act of the Parliament of Canada. 


VII. JuDICATURE 


96. The Governor General shall appoint the 
Judges of the Superior, District, and County Courts 
in each Province, except those of the Courts of 
Probate in Nova Scotia and New Brunswick. 


97. Until the Laws relative to Property and Civil 
Rights in Ontario, Nova Scotia, and New Bruns- 
wick, and the Procedure of the Courts in those 
Provinces, are made uniform, the Judges of the 
Courts of those Provinces appointed by the Gover- 
nor General shall be selected from the respective 
Bars of those Provinces. 


98. The Judges of the Courts of Quebec shall be 
selected from the Bar of that Province. 


99. The Judges of the Superior Courts shall hold 
office during good Behaviour, but shall be remoy- 
able by the Governor General on Address of the 
Senate and House of Commons. 


100. The Salaries, Allowances, and Pensions of 
the Judges of the Superior, District, and County 
Courts (except the Courts of Probate in Nova 
Scotia and New Brunswick), and of the Admiralty 
Courts in Cases where the Judges thereof are for 
the Time being paid by Salary, shall be fixed and 
provided by the Parliament of Canada. 


101. The Parliament of Canada may, notwith- 
standing anything in this Act, from Time to Time, 
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provide for the Constitution, Maintenance, and 
Organization of a General Court of Appeal for 
Canada, and for the Establishment of any additional 
Courts for the better Administration of the Laws 
of Canada. 


VIII. Revenves; Desrs; Assets; TAXATION 


102. All Duties and Revenues over which the 
respective Legislatures of Canada, Nova Scotia, and 
New Brunswick before and at the Union had and 
have Power of Appropriation, except such portions 
thereof as are by this Act reserved to the respective 
Legislatures of the Provinces, or are raised by them 
in accordance with the special Powers conferred on 
them by this Act, shall form One Consolidated 
Revenue Fund, to be appropriated for the Public 
Service of Canada in the Manner and subject to 
the Charges in this Act provided. 


103. The Consolidated Revenue Fund of Canada 
shall be permanently charged with the Costs, 
Charges, and Expenses incident to the Collection, 
Management, and Receipt thereof, and the same 
shall form the first Charge thereon, subject to be. 
reviewed and audited in such Manner as shall be 
ordered by the Governor General in Council until 
the Parliament otherwise provides. 


104. The annual Interest of the Public Debts of 
the several Provinces of Canada, Nova Scotia, and 
New Brunswick at the Union shall form the Second 
Charge on the Consolidated Revenue Fund of 
Canada. 


105. Unless altered by the Parliament of Canada, 
the salary of the Governor General shall be Ten 
thousand Pounds Sterling Money of the United 
Kingdom of Great Britain and Ireland, payable out 
of the Consolidated Revenue Fund of Canada, and 
the same shall form the Third Charge thereon. 


106. Subject to the several Payments by this Act 
charged on the Consolidated Revenue Fund of 
Canada, the same shall be appropriated by the 
Parliament of Canada for the Public Service. 


107. All Stocks, Cash, Banker’s Balances, and 
Securities for Money belonging to each Province at 
the time of the Union, except as in this Act men- 
tioned, shall be the Property of Canada, and shall 
be taken in Reduction of the amount of the respec- 
tive Debts of the Provinces at the Union. 


108. The Public Works and Property of each 
Province, enumerated in the Third Schedule to this 
Act, shall be the Property of Canada. 
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109. All Lands, Mines, Minerals, and Royalties 
belonging to the several Provinces of Canada, Nova 
Scotia, and New Brunswick at the Union, and all 
Sums then due or payable for such Lands, Mines, 
Minerals, or Royalties, shall belong to the several 
Provinces of Ontario, Quebec, Nova Scotia, and 
New: Brunswick in which the same are situate or 
arise, subject to any Trusts existing in respect 
thereof, and to any Interest other than that of the 
Province in the same. 


110. All Assets connected with such Portions of 
the Public Debt of each Province as are assumed 
by that Province shall belong to that Province. 


111. Canada shall be liable for the Debts and 
Liabilities of each Province existing at the Union. 


112. Ontario and Quebec conjointly shall be 
liable to Canada for the amount (if any) by which 
the Debt of the Province of Canada exceeds at the 
Union Sixty-two million five hundred thousand 
dollars, and shall be charged with Interest at the 
Rate of Five per Centum per Annum thereon. 


113. The Assets enumerated in the Fourth 
Schedule to this Act belonging at the Union to the 
Province of Canada shall be the Property of Ontario 
and Quebec conjointly. 


114. Nova Scotia shall be liable to Canada for the 
Amount (if any) by which its Public Debt exceeds 
at the Union Eight million Dollars, and shall be 
charged with Interest at the Rate of Five per 
Centum per Annum thereon. 


115. New Brunswick shall be liable to Canada for 
the Amount (if any) by which its Public Debt 
exceeds at the Union Seven million Dollars, and 
shall be charged with Interest at the Rate of Five 
per Centum per Annum thereon. 


116. In case the Public Debts of Nova Scotia and 
New Brunswick do not at the Union amount to 
Hight million and Seven million Dollars respec- 
tively, they shall respectively receive by half-yearly 
Payments in advance from the Government of 
Canada Interest at Five per Centum per Annum on 
the Difference between the Actual Amounts of their 
respective Debts and such stipulated Amounts. 


117. The several Provinces shall retain all their 
respective Public Property not otherwise disposed 
of in this Act, subject to the Right of Canada to 
assume any Lands or Publie Property required for 
Fortifications or for the Defence of the Country. 


118. The following Sums shall be paid yearly by 
Canada to the several Provinces for the Support of 
their Governments and Legislatures: 

Dollars. 
. ..Highty thousand. 
. ..seventy thousand. 

. ..sixty thousand. 

.. Fifty thousand. 


Ontariovityee tees 
Quebec... .. .. 

Nova Scotia.. .. . 
New Brunswick... .. .. .. 


Two hundred and sixty thousand; 


and an annual Grant in aid of each Province shall 
be made, equal to Eighty Cents per Head of the 
Population as ascertained by the Census of One 
thousand eight hundred and sixty-one, and in the 
Case of Nova Scotia and New Brunswick, by each 
subsequent Decennial Census until the Population 
of each of those two Provinces amounts to Four 
hundred thousand Souls, at which Rate such Grant 
shall thereafter remain. Such Grants shall be in 
full Settlement of all future Demands on Canada, 
and shall be paid half-yearly in advance to each 
Province; but the Government of Canada shall 
deduct from such Grants, as against any Province, 
all Sums chargeable as Interest on the Public Debt 
of that Province in excess of the several Amounts 
stipulated in this Act. 


119. New Brunswick shall receive by half-yearly 
Payments in advance from Canada for the Period 
of Ten years from the Union an additional Allow- 
ance of Sixty-three thousand Dollars per Annum; 
but as long as the Public Debt of that Province 
remains under Seven million Dollars, a Deduction 
equal to the Interest at Five per Centum per 
Annum on such Deficiency shall be made from that 
Allowance of Sixty-three thousand Dollars. 


120. All payments to be made under this Act, or 
in discharge of Liabilities created under any Act of 
the Provinces of Canada, Nova Scotia, and New 
Brunswick respectively, and assumed by Canada, 
shall, until the Parliament of Canada otherwise 
directs, be made in such Form and Manner as may 
from Time to Time be ordered by the Governor 
General in Council. 


121. All Articles of the Growth, Produce, or 
Manufacture of any one of the Provinces shall, 
from and after the Union, be admitted free into each 
of the other Provinces. 


122. The Customs and Excise Laws of each Prov- 
ince shall, subject to the Provisions of this Act, 
continue in force until altered by the Parliament 
of Canada. 


123. Where Customs Duties are, at the Union, 
leviable on any Goods, Wares, or Merchandises in 
any Two Provinces, those Goods, Wares, and 
Merchandises may, from and after the Union, be 
imported from one of those Provinces into the other 
of them on Proof of Payment of the Customs Duty 
leviable thereon in the Province of Exportation, 
and on Payment of such further Amount (if any) 
of Customs Duty as is leviable thereon in the 
Province of Importation. 


124. Nothing in this Act shall affect the Right of 
New Brunswick to levy the Lumber Dues provided 
in Chapter Fifteen of Title Three of the Revised 
Statutes of New Brunswick, or in any Act amending 
that Act before or after the Union, and not increas- 
ing the Amount of such Dues; but the Lumber of 
any of the Provinces other than New Brunswick 
shall not be subject to such Dues. 


125. No Lands or Property belonging to Canada 
or any Province shall be liable to Taxation. 


126. Such Portions of the Duties and Revenues 
over which the respective Legislatures of Canada, 
Nova Scotia, and New Brunswick had before the 
Union Power of Appropriation as are by this Act 
reserved to the respective Governments or Legisla- 
tures of the Provinces, and all Duties and Revenues 
raised by them in accordance with the special 
Powers conferred upon them by this Act, shall in 
each Province form One Consolidated Revenue Fund 
to be appropriated for the Public Service of the 
Province. 


IX. MisceELuANEOUS PROVISIONS 


General 


127. If any Person being at the passing of this 
Act a Member of the Legislative Council of Can- 
ada, Nova Scotia, or New Brunswick, to whom a 
Place in the Senate is offered, does not within 
Thirty Days thereafter, by Writing under his Hand 
addressed to the Governor General of the Province 
of Canada or to the Lieutenant Governor of Nova 
Scotia or New Brunswick (as the Case may be), 
accept the same, he shall be deemed to have declined 
the same; and any Person who, being at the passing 
of this Act a Member of the Legislative Council of 
Nova Scotia or New Brunswick, accepts a Place in 
the Senate shall thereby vacate his Seat in such 
Legislative Council. 

128. Every Member of the Senate or House of 


Commons of Canada shall before taking his Seat 
therein take and subscribe before the Governor 
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General or some Person authorized by him, and 
every Member of a Legislative Council or Legisla- 
tive Assembly of any Province shall before taking 
his Seat therein take and subscribe before the Lieu- 
tenant Governor of the Province or some Person 
authorized by him, the Oath of Allegiance con- 
tained in the Fifth Schedule to this Act; and every 
Member of the Senate of Canada and every Mem- 
ber of the Legislative Council of Quebec shall also, 
before taking his Seat therein, take and subscribe 
before the Governor General, or some Person 
authorized by him, the Declaration of Qualification 
contained in the same Schedule. 


129. Except as otherwise provided by this Act, 
all Laws in force in Canada, Nova Scotia, or New 
Brunswick at the Union, and all Courts of Civil 
and Criminal Jurisdiction, and all legal Commis- 
sions, Powers, and Authorities, and all Officers, 
Judicial, Administrative, and Ministerial, existing 
therein at the Union, shall continue in Ontario, 
Quebec, Nova Scotia, and New Brunswick respec- 
tively, as if the Union had not been made; subject 
nevertheless (except with respect to such as are 
enacted by or exist under Acts of the Parliament of 
Great Britain or of the Parliament of the United 
Kingdom of Great Britain and Ireland,) to be 
repealed, abolished, or altered by the Parliament of 
Canada, or by the Legislature of the respective 
Province, according to the Authority of the Parlia- 
ment or of that Legislature under this Act. 


130. Until the Parhament of Canada otherwise 
provides, all Officers of the several Provinces having 
Duties to discharge in relation to Matters other 
than those coming within the Classes of Subjects by 
this Act assigned exclusively to the Legislatures of 
the Provinces shall be Officers of Canada, and shall 
continue to discharge the Duties of their respective 
Offices under the same Liabilities, Responsibilities, 
and Penalties as if the Union had not been made. 


131. Until the Parliament of Canada otherwise 
provides, the Governor General in Council may 
from Time to Time appoint such Officers as the 
Governor General in Council deems necessary or 
proper for the effectual Execution of this Act. 


132. The Parliament and Government of Canada 
shall have all Powers necessary or proper for per- 
forming the Obligations of Canada or of any Prov- 
ince thereof, as Part of the British Empire, towards 
Foreign Countries arising under Treaties between 
the Empire and such Foreign Countries. 


133. Hither the English or the French Language 
may be used by any Person in the Debates of the 
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Houses of the Parliament of Canada and of the 
Houses of the Legislature of Quebec; and both 
those Languages shall be used in the respective 
Records and Journals of those Houses; and either 
of those Languages may be used by any Person or 
in any Pleading or Process in or issuing from any 
Court of Canada established under this Act, and in 
or from all or any of the Courts of Quebec. 

The Acts of the Parliament of Canada and of the 
Legislature of Quebec shall be printed and pub- 
lished in both those Languages. 


Ontario and Quebec 


134. Until the Legislature of Ontario or of Que- 
bee otherwise provides, the Lieutenant-Governors 
of Ontario and Quebec may each appoint under the 
Great Seal of the Province the following Officers, to 
hold Office during Pleasure, that is to say,—the 
Attorney-General, the Secretary and Registrar of 
the Province, the Treasurer of the Province, the 
Commissioner of Crown Lands, and the Commis- 
sioner of Agriculture and Public Works, and in the 
Case of Quebec the Solicitor General, and may, by 
Order of the Lieutenant-Governor in Council, from 
Time to Time prescribe the Duties of those Officers 
and of the several Departments over which they 
shall preside or to which they shall belong, and of 
the Officers and Clerks thereof; and may also 
appoint other and additional Officers to hold Office 
during Pleasure, and may from Time to Time pre- 
scribe the Duties of those Officers, and of the several 
Departments over which they shall preside or to 
which they shall belong, and of the Officers and 
Clerks thereof. 


135. Until the Legislature of Ontario or Quebec 
otherwise provides, all Rights, Powers, Duties, 
Functions, Responsibilities, or Authorities at the 
passing of this Act vested in or imposed on the 
Attorney-General, Solicitor General, Secretary and 
Registrar of the Province of Canada, Minister of 
Finance, Commissioner of Crown Lands, Commis- 
sioner of Public Works, and Minister of Agriculture 
and Receiver General, by any Law, Statute or 
Ordinance of Upper Canada, Lower Canada, or 
Canada, and not repugnant to this Act, shall be 
vested in or imposed on any Officer to be appointed 
by the Lieutenant-Governor for the Discharge of 
the same or any of them; and the Commissioner of 
Agriculture and Public Works shall perform the 
Duties and Functions of the Office of Minister of 
Agriculture at the passing of this Act imposed by 
the Law of the Province of Canada, as well as those 
of the Commissioner of Public Works. 


136. Until altered by the Lieutenant-Governor 
in Council, the Great Seals of Ontario and Quebec 
respectively shall be the same, or of the same 
Design, as those used in the Provinces of Upper 
Canada and Lower Canada respectively before their 
Union as the Province of Canada. 


137. The Words “ and from thence to the End of 
the then next ensuing Session of the Legislature,” 
or Words to the same Effect, used in any temporary 
Act of the Province of Canada not expired before 
the Union, shall be construed to extend and apply 
to the next Session of the Parliament of Canada if 
the subject Matter of the Act is within the Powers 
of the same, as defined by this Act, or to the next 
Sessions of the Legislatures of Ontario and Quebec 
respectively if the Subject Matter of the Act is 
within the Powers of the same as defined by this 
Act. 


138. From and after the Union the Use of the 
Words “ Upper Canada” instead of “ Ontario,” or 
“Lower Canada” instead of “Quebec,” in any 
Deed, Writ, Process, Pleading, Document, Matter, 
or Thing, shall not invalidate the same. 


139. Any Proclamation under the Great Seal of 
the Province of Canada issued before the Union to 
take effect at a Time which is subsequent to the 
Union, whether relating to that Province, or to 
Upper Canada, or to Lower Canada, and the several 
Matters and Things therein proclaimed shall be and 
continue of like Force and Effect as if the Union 
had not been made. 


140. Any Proclamation which is authorized by 
any Act of the Legislature of the Province of Can- 
ada to be issued under the Great Seal of the Prov- 
ince of Canada, whether relating to that Province, 
or to Upper Canada, or to Lower Canada, and which 
is not issued before the Union, may be issued by the 
Lieutenant-Governor of Ontario or of Quebec, as its 
Subject Matter requires, under the Great Seal 
thereof; and from and after the Issue of such 
Proclamation the same and the several Matters 
and Things therein proclaimed shall be and con- 
tinue of the like Force and Effect in Ontario or 
Quebec as if the Union had not been made. 


141. The Penitentiary of the Province of Canada 
shall, until the Parliament of Canada otherwise 
provides, be and continue the Penitentiary of 
Ontario and of Quebec. 

142. The Division and Adjustment of the Debts, 
Credits, Liabilities, Properties, and Assets of Upper 
Canada and Lower Canada shall be referred to the 
Arbitrament of Three Arbitrators, One chosen by 


the Government of Ontario, One by the Govern- 
ment of Quebec, and One by the Government of 
Canada; and the Selection of the Arbitrators shall 
not be made until the Parliament of Canada and 
the Legislatures of Ontario and Quebec have met; 
and the Arbitrator chosen by the Government of 
Canada shall not be a Resident either in Ontario or 
in Quebec. 


143. The Governor General in Council may from 
Time to Time order that such and so many of the 
Records, Books, and Documents of the Province of 
Canada as he thinks fit shall be appropriated and 
delivered either to Ontario or to Quebec, and the 
same shall thenceforth be the Property of that 
Province; and any Copy thereof or Extract there- 
from, duly certified by the Officer having charge 
of the Original thereof, shall be admitted as 
Evidence. 


144. The Lieutenant-Governor of Quebec may 
from Time to Time, by Proclamation under the 
Great Seal of the Province, to take effect from a 
day to be appointed therein, constitute Townships 
in those Parts of the Province of Quebec in which 
Townships are not then already constituted, and fix 
the Metes and Bounds thereof. 


X. INTERCOLONIAL RAILWAY 


145. Inasmuch as the Provinces of Canada, Nova 
Scotia, and New Brunswick have Joined in a 
Declaration that the Construction of the Inter- 
colonial Railway is essential to the Consolidation 
of the Union of British North America, and to the 
Assent thereto of Nova Scotia and New Brunswick, 
and have consequently agreed that Provision should 
be made for its immediate Construction by the 
Government of Canada: Therefore, in order to give 
effect to that Agreement, it shall be the Duty of the 
Government and Parliament of Canada to provide 
for the Commencement within Six Months after 
the Union, of a Railway connecting the River St. 
Lawrence with the City of Halifax in Nova Scotia, 
and for the Construction thereof without Inter- 
mission, and the Completion thereof with all prac- 
ticable Speed. 
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XI. ADMISSION OF OTHER COLONIES 


146. It shall be lawful for the Queen, by and with 
the Advice of Her Majesty’s Most Honourable 
Privy Council, on Addresses from the Houses of the 
Parliament of Canada, and from the Houses of the 
respective Legislatures of the Colonies or Provinces 
of Newfoundland, Prince Edward Island, and 
British Columbia, to admit those Colonies or Prov- 
inces, or any of them, into the Union, and on 
Address from the Houses of the Parliament of Can- 
ada to admit Rupert’s Land and the North-western 
Territory, or either of them, into the Union, on 
such Terms and Conditions in each Case as are in 
the Addresses expressed and as the Queen thinks 
fit to approve, subject to the Provisions of this Act; 
and the Provisions of any Order in Council in that 
Behalf shall have effect as if they had been enacted 
by the Parliament of the United Kingdom of Great 
Britain and Ireland. 


147. In ease of the Admission of Newfoundland 
and Prince Edward Island, or either of them, each 
shall be entitled to a Representation in the Senate 
of Canada of Four Members, and (notwithstanding 
anything in this Act) in case of the Admission of 
Newfoundland the normal Number of Senators 
shall be Seventy-six and their maximum Number 
shall be Eighty-two; but Prince Edward Island 
when admitted shall be deemed to be comprised in 
the third of the Three Divisions into which Canada 
is, in relation to the Constitution of the Senate, 
divided by this Act, and accordingly, after the 
Admission of Prince Edward Island, whether New- 
foundland is admitted or not, the Representation of 
Nova Scotia and New Brunswick in the Senate 
shall, as Vacancies occur, be reduced from Twelve 
to Ten Members respectively, and the Representa- 
tion of each of those Provinces shall not be increased 
at any Time beyond Ten, except under the Pro- 
vision of this Act for the Appointment of Three or 
Six additional Senators under the Direction of the 
Queen. 
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SCHEDULES 


The FIRST SCHEDULE 
Electoral Districts of Ontario 


A 
EXISTING ELECTORAL DIVISIONS 


CouNTIES 
1. Prescott. 6. Carleton. 
2. Glengarry. 7. Prince Edward. 
3. Stormont. 8. Halton. 
4, Dundas. 9. Essex. 
5. Russell. 


Ripincs oF CouNTtvIEs 


10. North Riding of Lanark. 

11. South Riding of Lanark. 

12. North Riding of Leeds and North Riding of 
Grenville. 

13. South Riding of Leeds. 

14. South Riding of Grenville. 

15. East Riding of Northumberland. 

16. West Riding of Northumberland (excepting 
therefrom the Township of South 
Monaghan). 

17. East Riding of Durham. 

18. West Riding of Durham. 

19. North Riding of Ontario. 

20. South Riding of Ontario. 

21. East Riding of York. 

22. West Riding of York. 

23. North Riding of York. 

24. North Riding of Wentworth. 

25. South Riding of Wentworth. 

26. East Riding of Elgin. 

27. West Riding of Elgin. 

28. North Riding of Waterloo. 

29. South Riding of Waterloo. 

30. North Riding of Brant. 

31. South Riding of Brant. 

32. North Riding of Oxford. 

33. South Riding of Oxford. 

34. East Riding of Middlesex. 

CrTrms, Parts oF Cities, AND TOWNS 

35. West Toronto. 

36. East Toronto. 

37. Hamilton. 

38. Ottawa. 

39. Kingston. 

40. London. 

41. Town of Brockville, with the Township of 
Elizabethtown thereto attached. 


42. Town of Niagara, with the Township of 
Niagara, thereto attached. 

43. Town of Cornwall, with the Township of 
Cornwall thereto attached. 


B 
New E.Lecrorau Divisions 


44. The Provisional Judicial District of ALGOMA. 


The County of Brucs, divided into Two Ridings, 
to be called respectively the North and South 
Ridings :— 

45. The North Riding of Bruce to consist of the 
Townships of Bury, Lindsay, Eastnor, Alber- 
marle, Amabel, Arran, Bruce, Elderslie, and 
Langeen [Saugeen?], and the Village of 
Southampton. 

46. The South Riding of Bruce to consist of the 
Townships of Kincardine (including the Vil- 
lage of Kincardine), Greenock, Brant, Huron, 
Kinross [Kinloss?], Culross, and Carrick. 


The County of Huron, divided into Two Ridings, 
to be called respectively the North and South 
Ridings :— 

47. The North Riding to consist of the Town- 
ships of Ashfield, Wawanosh, Turnberry, 
Howick, Morris, Grey, Colborne, Hullett, 
including the Village of Clinton, and Mc- 
Killop. 

48. The South Riding to consist of the Town of 
Goderich and the Townships of Goderich, 
Tuckersmith, Stanley, Hay, Usborne, and 
Stephen. 


The County of Mippiesex, divided into three 
Ridings, to be called respectively the North, West, 
and East Ridings:— 

49. The North Riding to consist of the Town- 
ships of McGillivray and Biddulph (taken 
from the County of Huron), and Williams 
East, Williams West, Adelaide, and Lobo. 

50. The West Riding to consist of the Townships 
of Delaware, Carradoc, Metcalfe, Mosa and 
Kkfrid, and the Village of Strathroy. 

[The East Riding to consist of the Townships 
now embraced therein, and be bounded as it 
is at present. ] 

51. The County of Lamston to consist of the 
Townships of Bosanquet, Warwick, Plymp- 
ton, Sarnia, Moore, Enniskillen, and Brooke, 
and the Town of Sarnia. 


52. The County of Kent to consist of the Town- 
ships of Chatham, Dover, East Tilbury, 
Romney, Raleigh, and Harwich, and the 
Town of Chatham. 

53. The County of BorHwetu to consist of the 
Townships of Sombra, Dawn, and Euphemia 
(taken from the County of Lambton), and 
the Townships of Zone, Camden with the 
Gore thereof, Orford, and Howard (taken 
from the County of Kent). 


The County of Grey, divided into Two Ridings, 
to be called respectively the South and North 
Ridings :— 

54. The South Riding to consist of the Town- 
ships of Bentinck, Glenelg, Artemesia, 
Osprey, Normanby, Egremont, Proton, and 
Melancthon. 

55. The North Riding to consist of the Town- 
ships of Collingwood, Euphrasia, Holland, 
Saint-Vincent, Sydenham, Sullivan, Derby, 
and Keppel, Sarawak and Brooke, and the 
Town of Owen Sound. 


The County of PertH, divided into Two Ridings, 
to be called respectively the South and North 
Ridings:— 

56. The North Riding to consist of the Townships 
of Wallace, Elma, Logan, Ellice, Mornington, 
and North Easthope, and the Town of Strat- 
ford. 

57. The South Riding to consist of the Townships 
of Blanchard, Downie, South Easthope, Ful- 
larton, Hibbert, and the Villages of Mitchell 
and St. Mary’s. 


The County of WreLuIncToN, divided into Three 
Ridings, to be called respectively North, South and 
Centre Ridings :— 

58. The North Riding to consist of the Townships 
of Amaranth, Arthur, Luther, Minto, Maryborough, 
Peel, and the Village of Mount Forest. 

59. The Centre Riding to consist of the Town- 
ships of Garafraxa, Erin, Eramosa, Nichol, 
and Pilkington, and the Villages of Fergus 
and Elora. 

60. The South Riding to consist of the Town of 
Guelph, and the Townships of Guelph and 
Puslinch. 


The County of Norrotn, divided into Two Rid- 
ings, to be called respectively the South and North 
Ridings :— 

61. The South Riding to consist of the Townships 

of Charlotteville, Houghton, Walsingham, 
and Woodhouse and with the Gore thereof. 
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62. The North Riding to consist of the Townships 
of Middleton, Townsend, and Windham, and 
the Town of Simcoe. 

63. The County of Hautpimanp to consist of the 
Townships of Oneida, Seneca, Cayuga North, 
Cayuga South, Rainham, Walpole, and Dunn. 

64. The County of Moncx to consist of the 
Townships of Canborough and Moulton, and 
Sherbrooke, and the Village of Dunnville 
(taken from the County of Haldimand), the 
Townships of Caister and Gainsborough 
(taken from the County of Lincoln), and the 
Townships of Pelham and Wainfleet (taken 
from the County of Welland). 

65. The County of Lincotn to consist of the 
Townships of Clinton, Grantham, Grimsby, 
and Louth, and the Town of St. Catharines. 

66. The County of WELLAND to consist of the 
Townships of Bertie, Crowland, Humber- 
stone, Stamford, Thorold, and Willoughby, 
and the Villages of Chippewa, Clifton, Fort 
Erie, Thorold, and Welland. 

67. The County of Prr. to consist of the Town- 
ships of Chinguacousy, Toronto, and the Gore 
of Toronto, and the Villages of Brampton 
and Streetsville. 

68. The County of CarpwE.t to consist of the 
Townships of Albion and Caledon (taken 
from the County of Peel), and the Townships 
of Adjala and Mono (taken from the County 
of Simcoe). 


The County of Simcog, divided into two Ridings, 
to be called respectively the South and North 
Ridings :— 

69. The South Riding to consist of the Townships 
of West Gwillimbury, Tecumseth, Innisfil, 
Essa, Tossorontio, Mulmur, and the Village 
of Brantford. 

70. The North Riding to consist of the Town- 
ships of Nottawasaga, Sunnidale, Vespra, 
Flos, Oro, Medonte, Orillia and Matchedash, 
Tiny and Tay, Balaklava and Robinson, and 
the Towns of Barrie and Collingwood. 


The County of Vicrorra, divided into Two Rid- 
ings, to be called respectively the South and North 
Ridings :— 

71. The South Riding to consist of the Townships 
of Ops, Mariposa, Emily, Verulam, and the 
Town of Lindsay. 

72. The North Riding to consist of the Townships 
of Anson, Bexley, Carden, Dalton, Digby, 
Eldon, Fenelon, Hindon, Laxton, Lutter- 
worth, Macaulay and Draper, Sommerville, 
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and Morrison, Muskoka, Monck and Watt 
(taken from the County of Simcoe), and any 


Griffith, Lyndoch, Raglan, Radcliffe, Brude- 
nell, Sebastopol, and the Villages of Arnprior 


other surveyed Townships lying to the North and Renfrew. 


of the said North Riding. 82. The North Riding to consist of the Town- 
ships of Ross, Bromley, Westmeath, Stafford, 
Pembroke, Wilberforce, Alice, Petawawa, 
Buchanan, South Algona, North Algona, 
Fraser, McKay, Wylie, Rolph, Head, Maria, 
Clara, Haggerty, Sherwood, Burns, and Rich- 
ards, and any other surveyed Townships lying 
North-westerly of the said North Riding. 


The County of PraTersorouGcH, divided into Two 
Ridings, to be called respectively the West and East 
Ridings:— 

73. The West Riding to consist of the Townships 
of South Monaghan (taken from the County 
of Northumberland), North Monaghan, 
Smith, and Ennismore, and the Town of 
Peterborough. 

74, The East Riding to consist of the Townships 
of Asphodel, Belmont and Methuen, Douro, 
Dummer, Galway, Harvey, Minden, Stan- 
hope and Dysart, Otonabee, and Snowden, 


Every Town and incorporated Village existing at 
the Union, not specially mentioned in this Schedule, 
is to be taken as Part of the County or Riding within 
which it is locally situate. 


and the Village of Ashburnham, and any 
other surveyed Townships lying to the North 
of the said East Riding. 


The County of Hastines, divided into Three 
Ridings, to be called respectively the West, East 
and North Ridings: — 

75. The West Riding to consist of the Town of 
Belleville, the Township of Sydney, and the 
Village of Trenton. 

76. The East Riding to consist of the Townships 
of Thurlow, Tyendinaga, and Hungerford. 

77. The North Riding to consist of the Townships 
of Rawdon, Huntingdon, Madoc, Elzevir, 
Tudor, Marmora, and Lake and the Village 
of Stirling and any other surveyed Townships 
lying to the North of the said North Riding. 

78. The County of Lennox, to consist of the 
Townships of Richmond, Adolphustown, 
North Fredericksburgh, South Fredericks- 
burgh, Ernest Town and Amherst Island, 
and the Village of Napanee. 

79. The County of ApprncTon to consist of the 
Townships of Camden, Portland, Sheffield, 
Hinchinbrooke, Kaladar, Kennebec, Olden, 
Oso, Anglesea, Barrie, Clarendon, Palmerston, 
Effingham, Abinger, Miller, Canonto, Den- 
bigh, Loughborough, and Bedford. 

80. The County of Frontmenac to consist of the 
Townships of Kingston, Wolfe Island, Pitts- 
burg, and Howe Island, and Storrington. 


The County of Renrrew, divided into two Rid- 
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The SECOND SCHEDULE 


Electoral Districts of Quebec specially fixed 


CouNTIES OF— 


Pontiac. Missisquoi Compton. 
Ottawa. Brome. Wolfe and 
Argenteuil. Shefford. Richmond. 
Huntingdon. Stanstead. Megantic. 


Town of Sherbrooke. 


The THIRD SCHEDULE 


Provincial Public Works and Property to be the 


Property of Canada 


. Canals, with Lands and Water Power connected 
therewith. 

. Public Harbours. 

. Lighthouses and Piers, and Sable Island. 

. Steamboats, Dredges, and Public Vessels. 

. Rivers and Lake Improvements. 

. Railways and Railway Stocks, Mortgages, and 
other Debts due by Railway Companies. 

. Military Roads. 


8. Custom Houses, Post Offices, and all other 


Public Buildings, except such as the Govern- 
ment of Canada appropriate for the Use of 
the Provincial Legislatures and Governments. 


ings, to be called respectively the South and North 9. Property transferred by the Imperial Govern- 
Ridings :— ment, and known as Ordnance Property. 


81. The South Riding to consist of the Town- 10. Armouries, Drill Sheds, Military Clothing, and 


ships of McNab, Bagot, Blithfield, Brougham, 
Horton, Admaston, Grattan, Matawatchan, 


Munitions of War, and Lands set apart for 
general Public Purposes. 


The FOURTH SCHEDULE 


Assets to be the Property of Ontario and Quebec 
conjointly 


Upper Canada Building Fund. 

Lunatic Asylums. 

Normal School. 
Court Houses 

in 

Aylmer, 
Montreal, 
Kamouraska, 

Law Society, Upper Canada. 

Montreal Turnpike Trust. 

University Permanent Fund. 

Royal Institution. 

Consolidated Municipal Loan Fund, Upper 

Canada. 
Consolidated Municipal Loan Fund, Lower 
Canada. 

Agricultural Society, Upper Canada. 

Lower Canada Legislative Grant. 

Quebec Fire Loan. 

Temisconata [Temiscouata?] Advance Account. 

Quebec Turnpike Trust. 

Education—East. 

Building and Jury Fund, Lower Canada. 

Municipalities Fund. 

Lower Canada Superior Education Income Fund. 


Lower Canada. 
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The FIFTH SCHEDULE 


OATH oF ALLEGIANCE 


I, A. B., do swear, That I will be faithful and bear 
true Allegiance to Her Majesty Queen Victoria. 


Note—The Name of the King or Queen of the United Kingdom 
of Great Britain and Ireland for the Time being is to be substi- 
tuted from Time to Time, with Proper Terms of Reference thereto. 


DECLARATION OF QUALIFICATION 


I, A. B. do declare and testify, That I am by Law 
duly qualified to be appointed a Member of the 
Senate of Canada [or as the Case may be], and that 
I am legally or equitably seised as of Freehold for 
my own Use and Benefit of Lands or Tenements 
held in Free and Common Socage [or seised or 
possessed for my own Use and Benefit of Lands or 
Tenements held in Franc-alleu or in Roture (as the 
Case may be),] in the Province of Nova Scotia [or 
as the Case may be] of the Value of Four thousand 
Dollars over and above all Rents, Dues, Debts, 
Mortgages, Charges, and Incumbrances due or pay- 
able out of or charged on or affecting the same and 
that I have not collusively or colourably obtained 
a Title to or become possessed of the said Lands 
and Tenements or any Part thereof for the Pur- 
poses of enabling me to become a Member of the 
Senate of Canada [or as the Case may be], and that 
my Real and Personal Property are together worth 
Four thousand Dollars over and above my Debts 
and Liabilities. 
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THE BRITISH NORTH AMERICA ACT, 1871 
34-35 VICTORIA, CHAPTER 28 


An Act respecting the establishment of Provinces 
in the Dominion of Canada 


[29th June, 1871] 


Whereas doubts have been entertained respecting 
the powers of the Parliament of Canada to establish 
Provinces in Territories admitted, or which may 
hereafter be admitted, into the Dominion of Can- 
ada, and to provide for the representation of such 
Provinces in the said Parliament, and it is expedient 
to remove such doubts, and to vest such powers in 
the said Parliament: 

Be it enacted by the Queen’s Most Excellent 
Majesty, by and with the advice and consent of the 
Lords Spiritual and Temporal, and Commons, in 
this present Parliament assembled, and by the 
authority of the same, as follows:— 


1. This Act may be cited for all purposes as The 
British North America Act, 1871. 

2. The Parliament of Canada may from time to 
time establish new Provinces in any territories 
forming for the time being part of the Dominion of 
Canada, but not included in any Province thereof, 
and may, at the time of such establishment, make 
provision for the constitution and administration of 
any such Province, and for the passing of laws for 
the peace, order, and good government of such 
Province, and for its representation in the said 
Parliament. 

3. The Parliament of Canada may from time to 
time, with the consent of the Legislature of any 
Province of the said Dominion, increase, diminish, 
or otherwise alter the limits of such Province, upon 
such terms and conditions as may be agreed to by 


the said Legislature, and may, with the like consent, 
make provision respecting the effect and operation 
of any such increase or diminution or alteration of 
territory in relation to any Province affected 
thereby. 


4, The Parliament of Canada may from time to 
time make provision for the administration, peace, 
order, and good government of any territory not for 
the time being included in any Province. 


5. The following Acts passed by the said Parlia- 
ment of Canada, and intituled respectively,—“ An 
Act for the temporary government of Rupert’s 
Land and the North Western Territory when united 
with Canada”; and “An Act to amend and con- 
tinue the Act thirty-two and thirty-three Victoria, 
chapter three, and to establish and provide for the 
government of the Province of Manitoba,” shall 
be and be deemed to have been valid and effectual 
for all purposes whatsoever from the date at which 
they respectively received the assent, in the Queen’s 
name, of the Governor General of the said Dominion 
of Canada. 

6. Except as provided by the third section of this 
Act, it shall not be competent for the Parliament of 
Canada to alter the provisions of the last-mentioned 
Act of the said Parliament in so far as it relates to 
the Province of Manitoba, or of any other Act here- 
after establishing new Provinces in the _ said 
Dominion, subject always to the right of the Legis- 
lature of the Province of Manitoba to alter from 
time to time the provisions of any law respecting 
the qualification of electors and members of the 
Legislative Assembly, and to make laws respecting 
elections in the said Province. 
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THE PARLIAMENT OF CANADA ACT, 1875 
38-39 VICTORIA, CHAPTER 38 


An Act to remove certain doubts with respect to 
the powers of the Parliament of Canada under 
section eighteen of the British North America 
Act, 1867. 

[19th July, 1876.] 


Whereas by section eighteen of the British North 
America Act, 1867, it is provided as follows: ‘The 
privileges, immunities, and powers to be held, 
enjoyed, and exercised by the Senate and by the 
House of Commons, and by the Members thereof 
respectively, shall be such as are from time to time 
defined by Act of the Parliament of Canada, but 
so that the same shall never exceed those at the 
passing of this Act held, enjoyed, and exercised by 
the Commons House of Parliament of the United 
Kingdom of Great Britain and Ireland, and by the 
Members thereof :” 


And whereas doubts have arisen with regard to 
the power of defining by an Act of the Parliament 
of Canada, in pursuance of the said section, the 
said privileges, powers, or immunities; and it is 
expedient to remove such doubts: 

Be it therefore enacted by the Queen’s Most 
Excellent Majesty, by and with the advice and 
consent of the Lords Spiritual and Temporal, and 
Commons, in this present Parliament assembled, 
and by the authority of the same, as follows:— 


1. Section eighteen of the British North America 
Act, 1867, is hereby repealed, without prejudice to 
anything done under that section, and the following 
section shall be substituted for the section so 
repealed. 

The privileges, immunities, and powers to be 
held, enjoyed, and exercised by the Senate and by 
the House of Commons, and by the Members 
thereof respectively, shall be such as are from time 
to time defined by Act of the Parliament of Canada, 
but so that any Act of the Parliament of Canada 
defining such privileges, immunities, and powers 
shall not confer any privileges, immunities, or 
powers exceeding those at the passing of such Act 
held, enjoyed, and exercised by the Commons House 
of Parliament of the United Kingdom of Great 
Britain and Ireland, and by the Members thereof. 


2. The Act of the Parliament of Canada passed 
in the thirty-first year of the reign of Her present 
Majesty, chapter twenty-four, intituled “An Act 
to provide for oaths to witnesses being administered 
in certain cases for the purposes of either House 
of Parliament,’ shall be deemed to be valid, and 
to have been valid as from the date at which the 
Royal Assent was given thereto by the Governor 
General of the Dominion of Canada. 

3. This Act may be cited as the Parliament of 
Canada Act, 1875. 
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THE BRITISH NORTH AMERICA ACT, 1886 
49-50 VICTORIA, CHAPTER 35 


An Act respecting the Representation in the Parlia- 
ment of Canada of Territories which for the 
time being form part of the Dominion of 
Canada, but are not included in any Province. 


[25th June, 1886.] 


Whereas it is expedient to empower the Parlia- 
raent of Canada to provide for the representation 
in the Senate and House of Commons of Canada, or 
either of them, of any territory which for the time 
being forms part of the Dominion of Canada, but is 
not included in any province: 

Be it therefore enacted by the Queen’s most 
Excellent Majesty, by and with the advice and con- 
sent of the Lord’s Spiritual and Temporal, and 
Commons, in this present Parliament assembled, 
and by the authority of the same as follows:— 


1. The Parliament of Canada may from time to 
time make provision for the representation in 
the Senate and House of Commons of Canada, or in 
either of them, of any territories which for the time 
being form part of the Dominion of Canada, but are 
not included in any province thereof. 

2. Any Act passed by the Parliament of Canada 
before the passing of this Act for the purpose 


mentioned in this Act shall, if not disallowed by 
the Queen, be, and shall be deemed to have been, 
valid and effectual from the date at which it 
received the assent, in Her Majesty’s name, of the 
Governor General of Canada. 


It is hereby declared that any Act passed by the 
Parliament of Canada, whether before or after the 
passing of this Act, for the purpose mentioned in 
this Act or in the British North America Act, 1871, 
has effect, notwithstanding anything in the British 
North America Act, 1867, and the number of 
Senators or the number of Members of the House 
of Commons specified in the last-mentioned Act is 
increased by the number of Senators or of Members, 
as the case may be, provided by any such Act of 
the Parliament of Canada for the representation of 
any provinces or territories of Canada. 


3. This Act may be cited as the British North 
America Act, 1886. 


This Act and the British North America Act, 
1867, and the British North America Act, 1871, 
shall be construed together, and may be cited 
together as the British North America Acts, 1867 
to 1886. 
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BRITISH NORTH AMERICA ACT, 1907 
7 EDWARD VII, CHAPTER 11 


An Act to make further provision with respect to 
the sums to be paid by Canada to the several 
Provinces of the Dominion. 


[9th August, 1907.] 


Whereas an address has been presented to His 
Majesty by the Senate and Commons of Canada in 
the terms set forth in the schedule to this Act; 

Be it therefore enacted by the King’s most Excel- 
lent Majesty, by and with the advice and consent of 
the Lords Spiritual and Temporal, and Commons, 
in this present Parliament assembled, and by the 
authority of the same, as follows:— 

1. (1) The following grants shall be made yearly 
by Canada to every province, which at the com- 
mencement of this Act is a province of the 
Dominion, for its local purposes and the support 
of its Government and Legislature:— 


(a) A fixed grant— 

where the population of the province is under 
one hundred and fifty thousand, of one hun- 
dred thousand dollars; 

where the population of the province is one 
hundred and fifty thousand, but does not 
exceed two hundred thousand, of one hun- 
dred and fifty thousand dollars; 

where the population of the province is two 
hundred thousand, but does not exceed four 
hundred thousand, of one hundred and 
eighty thousand dollars; | 

where the population of the province is four 
hundred thousand, but does not exceed eight 
hundred thousand, of one hundred and ninety 
thousand dollars; 

where the population of the province is eight 
hundred thousand, but does not exceed one 
million five hundred thousand, of two hun- 
dred and twenty thousand dollars; 

where the population of the province exceeds 
one million five hundred thousand, of two 
hundred and forty thousand dollars; and 

(b) Subject to the special provisions of this Act as 

to the provinces of British Columbia and 

Prince Edward Island, a grant at the rate of 

eighty cents per head of the population of the 

province up to the number of two million five 

hundred thousand, and at the rate of sixty cents 

per head of so much of the population as 

exceeds that number. 


(2) An additional grant of one hundred thousand 
dollars shall be made yearly to the Province of 


British Columbia for a period of ten years from the 
commencement of this Act. 

(3) The population of a province shall be ascer- 
tained from time to time in the case of the provinces 
of Manitoba, Saskatchewan, and Alberta respec- 
tively by the last quinquennial census or statutory 
estimate of population made under the Acts estab- 
lishing those provinces or any other Act of the 
Parliament of Canada making provision for the 
purpose, and in the case of any other province by 
the last decennial census for the time being. 

(4) The grants payable under this Act shall be 
paid half-yearly in advance to each province. 

(5) The grants payable under this Act shall be 
substituted for the grants or subsidies (in this Act 
referred to as existing grants) payable for the like 
purposes at the commencement of this Act to the 
several provinces of the Dominion, under the pro- 
visions of section one hundred and eighteen of the 
British North America Act, 1867, or of any Order 
in Council establishing a province, or of any Act of 
the Parliament of Canada containing directions for 
the payment of any such grant or subsidy, and those 
provisions shall cease to have effect. 

(6) The Government of Canada shall have the 
same power of deducting sums charged against a 
province on account of the interest on public debt 
in the case of the grant payable under this Act to 
the province as they have in the case of the existing 
grant. 

(7) Nothing in this Act shall affect the obliga- 
tion of the Government of Canada to pay to any 
province any grant which is payable to that prov- 
ince, other than the existing grant for which the 
grant under this Act is substituted. 

(8) In the case of the provinces of British 
Columbia and Prince Edward Island, the amount 
paid on account of the grant payable per head of 
the population to the provinces under this Act shall 
not at any time be less than the amount of the 
corresponding grant payable at the commencement 
of this Act; and if it is found on any decennial 
census that the population of the province has 
decreased since the last decennial census, the amount 
paid on account of the grant shall not be decreased 
below the amount then payable, notwithstanding 
the decrease of the population. 


2. This Act may be cited as the British North 
America Act, 1907, and shall take effect as from the 
first day of July, nineteen hundred and seven. 
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SCHEDULE 
To the King’s Most Excellent Majesty 


Most Gracious Sovereign, 


We, Your Majesty’s most dutiful and loyal 
subjects, the Senate and Commons of Canada, in 
Parliament assembled, humbly approach Your 
Majesty for the purpose of representing that it is 
expedient to amend the scale of payments author- 
ized under section 118 of the Acts of the Parliament 
of the United Kingdom of Great Britain and Ireland, 
commonly called the British North America Act, 
1867, or by or under any terms or conditions upon 
which any other provinces were admitted to the 
Union, to be made by Canada to the several prov- 
inces of the Dominion for the support of their 
Governments and Legislatures by providing that— 


A. Instead of the amounts now payable, the sums 
hereafter payable yearly by Canada to the several 
provinces for the support of their Governments and 
Legislatures be according to population, and as 
follows:— 

(a) Where the population of the province is 

under 150,000, $100,000; 

(b) Where the population of the province is 150,- 

000, but does not exceed 200,000, $150,000; 

(c) Where the population of the province is 200,- 

000, but does not exceed 400,000, $180,000; 
(d) Where the population of the province is 400,- 
000, but does not exceed 800,000, $190,000; 
(e) Where the population of the province is 800,- 
000, but does not exceed 1,500,000, $220,000; 
(f) Where the population of the province exceeds 
1,500,000, $240,000. 


B. Instead of an annual grant per head of popu- 
lation now allowed, the annual payment hereafter 
be at the same rate of eighty cents per head, but on 
the population of each province, as ascertained 
from time to time by the last decennial census, or 
in the case of the provinces of Manitoba, Saskat- 
chewan, and Alberta respectively, by the last quin- 
quennial census or statutory estimate, until such 


population exceeds 2,500,000, and at the rate of 
sixty cents per head for so much of said population 
as may exceed 2,500,000. 


C. An additional allowance to the extent of one 
hundred thousand dollars annually be paid for ten 
years to the province of British Columbia. 

D. Nothing herein contained shall in any way 
supersede or affect the terms special to any par- 
ticular province upon which such province became 
part of the Dominion of Canada, or the right of any 
province to the payment of any special grant here- 
tofore made by the Parliament of Canada to any 
province for any special purpose in such grant 
expressed. 

We pray that Your Majesty may be graciously 
pleased to cause a measure to be laid before the 
Imperial Parliament at its present Session repeal- 
ing the provisions of section 118 of the British 
North America Act, 1867, aforesaid, and substituting 
therefor the scale of payments above set forth, 
which shall be a final and unalterable settlement of 
the amounts to be paid yearly to the several 
provinces of the Dominion for their local purposes, 
and the support of their Governments and Legis- 
latures. 

Such grants shall be paid half-yearly in advance 
to each province, but the Government of Canada 
shall deduct from such grants as against any proy- 
ince all sums chargeable as interest on the public 
debt of that province in excess of the several 
amounts stipulated in the said Act. 

All of which we humbly pray Your Majesty to 
take into your favourable and gracious con- 
sideration. 


(Signed) R. DANDURAND, 
Speaker of the Senate. 
(Signed) R. F. SUTHERLAND, 


Speaker of the House of Commons. 


Senate and House of Commons, 
Ottawa, Canada, 
26th April, 1907. 
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THE BRITISH NORTH AMERICA ACT, 1915 
5-6 GEORGE V, CHAPTER 45 


An Act to amend the British North America Act, 
1867 


[19th May, 1915.] 


Be it enacted by the King’s most Excellent 
Majesty, by and with the advice and consent of the 
Lords Spiritual and Temporal, and Commons, in 
this present Parliament assembled, and by the 
authority of the same, as follows:— 


1. (1) Notwithstanding anything in the British 
North America Act, 1867, or in any Act amending 
the same, or in any Order in Council or terms or 
conditions of union made or approved under the 
said Acts or in any Act of the Canadian Parlia- 
ment— 

(i) The number of senators provided for under 
section twenty-one of the British North 
America Act, 1867, is increased from 
seventy-two to ninety-six: 

(ii) The Divisions of Canada in relation to the 
constitution of the Senate provided for by 
section twenty-two of the said Act are in- 
creased from three to four, the Fourth 
Division to comprise the Western Provinces 
of Manitoba, British Columbia, Saskatche- 
wan, and Alberta, which four Divisions shall 
(subject to the provisions of the said Act 
and of this Act) be equally represented in 
the Senate, as follows:—Ontario by twenty- 
four senators; Quebec by twenty-four sena- 
tors; the Maritime Provinces and Prince 
Edward Island by twenty-four senators, ten 
thereof representing Nova Scotia, ten there- 
of representing New Brunswick, and four 
thereof representing Prince Edward Island; 
the Western Provinces by twenty-four sena- 
tors, six thereof representing Manitoba, six 
thereof representing British Columbia, six 
thereof representing Saskatchewan, and six 
thereof representing Alberta: 

(iii) The number of persons whom by section 
twenty-six of the said Act the Governor 
General of Canada may, upon the direction 
of His Majesty the King, add to the Senate 


is increased from three or six to four or 
eight, representing equally the four divisions 
of Canada: 

(iv) In case of such addition being at any time 
made the Governor General of Canada shall 
not summon any person to the Senate except 
upon a further like direction by His Majesty 
the King on the like recommendation to 
represent one of the four Divisions until 
such Division is represented by twenty-four 
senators and no more: 

(v) The number of senators shall not at any 
time exceed one hundred and four: 

(vi) The representation in the Senate to which 
by section one hundred and forty-seven of 
the British North America Act, 1867, New- 
foundland would be entitled in case of its 
admission to the Union is increased from 
four to six members, and in case of the 
admission of Newfoundland into the Union, 
notwithstanding anything in the said Act 
or in this Act, the normal number of sena- 
tors shall be one hundred and two, and their 
maximum number one hundred and ten: 

(vii) Nothing herein contained shall affect the 
powers of the Canadian Parliament under 
the British North America Act, 1886. 


(2) Paragraphs (i) to (vi) inclusive of subsection 
(1) of this section shall not take affect before the 
termination of the now existing Canadian Parlia- 
ment. 


2. The British North America Act, 1867, is 
amended by adding thereto the following section 
immediately after section fifty-one of the said 
Act:— 

“51a. Notwithstanding anything in this Act a 
province shall always be entitled to a number of 
members in the House of Commons not less than 
the number of senators representing such province. 


3. This Act may be cited as the British North 
America Act, 1915, and the British North America 
Acts, 1867 to 1886, and this Act may be cited 
together as the British North America Acts, 1867 
to. 1915. 
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THE BRITISH NORTH AMERICA ACT, 1916 
6-7 GEORGE V, CHAPTER 19 


An Act to amend the British North America Act, 
1867 


[1st June, 1916.] 


Be it enacted by the King’s most Excellent 
Majesty, by and with the advice and consent of the 
Lords Spiritual and Temporal, and Commons, in 
this present Parliament assembled, and by the 
authority of the same, as follows:— 


1. Notwithstanding anything in the British 
North America Act, 1867, or in any Act amending 


the same, or in any Order in Council, or terms or 
conditions of Union, made or approved under the 
said Act, or under any Act of the Canadian Parlia- 
ment, the term of the Twelfth Parliament of Can- 
ada is hereby extended until the seventh day of 
October, nineteen hundred and seventeen. 


2. This Act may be cited as the British North 
America Act, 1916, and the British North America 
Acts, 1867 to 1915, and this Act may be cited 
together as the British North America Acts, 1867 
to 1916. 


STATUTE OF WESTMINSTER, 1931 
22 GEORGE V, CHAPTER 4 


An Act to give effect to certain resolutions passed 
by Imperial Conferences held in the years 1926 
and 19380. 


[11th December, 1931.] 


Whereas the delegates of His Majesty’s Govern- 
ments in the United Kingdom, the Dominion of 
Canada, the Commonwealth of Australia, the 
Dominion of New Zealand, the Union of South 
Africa, the Irish Free State and Newfoundland, at 
Imperial Conferences holden at Westminster in the 
years of our Lord nineteen hundred and twenty-six 
and nineteen hundred and thirty did concur in 
making the declarations and resolutions set forth 
in the Reports of the said Conferences: 


And whereas it is meet and proper to set out by 
way of preamble to this Act that, inasmuch as the 
Crown is the symbol of the free association of the 
members of the British Commonwealth of Nations, 
and as they are united by a common allegiance to 
the Crown, it would be in accord with the estab- 
lished constitutional position of all the members of 
the Commonwealth in relation to one another that 
any alteration in the law touching the Succession to 
the Throne or the Royal Style and Titles shall 
hereafter require the assent as well of the Parlia- 
ments of all the Dominions as of the Parliament of 
the United Kingdom: 


And whereas it is in accord with the established 
constitutional position that no law hereafter made 
by the Parliament of the United Kingdom shall 


extend to any of the said Dominions as part of the 
law of that Dominion otherwise than at the request 
and with the consent of that Dominion: 

And whereas it is necessary for the ratifying, con- 
firming and establishing of certain of the said 
declarations and resolutions of the said Conferences 
that a law be made and enacted in due form by 
authority of the Parliament of the United Kingdom: 

And whereas the Dominion of Canada, the Com- 
monwealth of Australia, the Dominion of New 
Zealand, the Union of South Africa, the Irish Free 
State and Newfoundland have severally requested 
and consented to the submission of a measure to 
the Parliament of the United Kingdom for making 
such provision with regard to the matters aforesaid 
as is hereafter in this Act contained: 

Now, therefore, be it enacted by the King’s most 
Excellent Majesty by and with the advice and con- 
sent of the Lords Spiritual and Temporal, and 
Commons, in this present Parliament assembled, 
and by the authority of the same, as follows:— 

1. In this Act the expression “ Dominion ” means 
any of the following Dominions, that is to say, the 
Dominion of Canada, the Commonwealth of Aus- 
tralia, the Dominion of New Zealand, the Union of 
South Africa, the Irish Free State and Newfound- 
land. 

2. (1) The Colonial Laws Validity Act, 1865, 
shall not apply to any law made after the com- 
mencement of this Act by the Parliament of a 
Dominion. 


(2) No law and no provision of any law made 
after the commencement of this Act by the Parlia- 
ment of a Dominion shall be void or inoperative on 
the ground that it is repugnant to the law of 
England, or to the provisions of any existing or 
future Act of Parliament of the United Kingdom, 
or to any order, rule or regulation made under any 
such Act, and the Powers of the Parliament of a 
Dominion shall include the power to repeal or 
amend any such Act, order, rule or regulation in so 
far as the same is part of the law of the Dominion. 


3. It is hereby declared and enacted that the 
Parliament of a Dominion has full power to make 
laws having extra-territorial operation. 


4. No Act of Parliament of the United Kingdom 
passed after the commencement of this Act shall 
extend or be deemed to extend, to a Dominion as 
part of the law of that Dominion, unless it is 
expressly declared in that Act that that Dominion 
has requested, and consented to, the enactment 
thereof. 


5. Without prejudice to the generality of the 
foregoing provisions of this Act, sections seven hun- 
dred and thirty-five and seven hundred and thirty- 
six of the Merchant Shipping Act, 1894, shall be 
construed as though reference therein to the Legis- 
lature of a British possession did not include 
reference to the Parliament of a Dominion. 


6. Without prejudice to the generality of the 
foregoing provisions of this Act, section four of the 
Colonial Courts of Admiralty Act, 1890 (which 
requires certain laws to be reserved for the significa- 
tion of His Majesty’s pleasure or to contain a 
suspending clause), and so much of section seven of 
that Act as requires the approval of His Majesty in 
Council to any rules of Court for regulating the 
practice and procedure of a Colonial Court of Admir- 
alty, shall cease to have effect in any Dominion as 
from the commencement of this Act. 


7. (1) Nothing in this Act shall be deemed to 
apply to the repeal, amendment or alteration of the 
British North America Acts, 1867 to 1930, or any 
order, rule or regulation made thereunder. 

(2) The provisions of section two of this Act 
shall extend to laws made by any of the Provinces 
of Canada and to the powers of the legislatures of 
such Provinces. 

(3) The powers conferred by this Act upon the 
Parliament of Canada or upon the legislatures of 
the Provinces shall be restricted to the enactment 
of laws in relation to matters within the competence 
of the Parliament of Canada or of any of the legis- 
latures of the Provinces respectively. 
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8. Nothing in this Act shall be deemed to confer 
any power to repeal or alter the Constitution or the 
Constitution Act of the Commonwealth of Australia 
or the Constitution Act of the Dominion of New 
Zealand otherwise than in accordance with the law 
existing before the commencement of this Act. 

9. (1) Nothing in this Act shall be deemed to 
authorize the Parliament of the Commonwealth of 
Australia to make laws on any matter within the 
authority of the States of Australia, not being a 
matter within the authority of the Parliament or 
Government of the Commonwealth of Australia. 

(2) Nothing in this Act shall be deemed to 
require the concurrence of the Parliament or Gov- 
ernment of the Commonwealth of Australia, in any 
case where it would have been in United Kingdom 
with respect to any matter within the authority of 
the States of Australia, not being a matter within 
the authority of the Parliament or Government of 
the Commonwealth of Australia, in any case where 
it would have been in accordance with the constitu- 
tional practice existing before the commencement 
of this Act that the Parliament of the United King- 
dom should make that law without such con- 
currence. 

(3) In the application of this Act to the Com- 
monwealth of Australia the request and consent 
referred to in section four shall mean the request 
and consent of the Parliament and Government of 
the Commonwealth. 

10. (1) None of the following sections of this Act, 
that is to say, sections two, three, four, five and six, 
shall extend to a Dominion to which this section 
applies as part of the law of that Dominion unless 
that section is adopted by the Parliament of the 
Dominion, and any Act of that Parliament adopt- 
ing any section of this Act may provide that the 
adoption shall have effect either from the com- 
mencement of this Act or from such later date as 
is specified in the adopting Act. 

(2) The Parliament of any such Dominion as 
aforesaid may at any time revoke the adoption of 
any section referred to in subsection (1) of this 
section. 

(3) The Dominions to which this section applies 
are the Commonwealth of Australia, the Dominion 
of New Zealand and Newfoundland. 


11. Notwithstanding anything in the Interpreta- 
tion Act, 1889, the expression ‘“‘ Colony ” shall not, 
in any Act of the Parliament of the United King- 
dom passed after the commencement of this Act, 
include a Dominion or any Province or State form- 
ing part of a Dominion. 


12. This Act may be cited as the Statute of 
Westminster, 1931. 
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EXHIBITS AND HEARINGS 


The following is a complete list of exhibits filed with the 
Commission. A brief is listed by the name of the government, 
public body or private association which presented it. A memo. 
indicates memorandum prepared by the official or department 
named, at the request of the Commission on the question of 
overlapping services. Other material filed is listed by title, with 
the name in brackets of the government, public body or asso- 
ciation filing the item. Several briefs were supported in writing 
by organizations other than those who presented the brief in 


question. 


In such instances the names of supporting organiza- 


tions are listed. Many letters supporting or criticizing briefs or 
making suggestions to the Commission were also received from 
private individuals, but in view of the Commission’s ruling to 
hear only governments or formally organized associations, the 


names of such individuals are not given. 


The Commission 


wishes, however, to thank all private persons who thus assisted it. 
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16. 


WINNIPEG, November 29, 1987-December 8, 1937 
(Ev. pp. 1-1181) 


Government of the Province of Manitoba, Part I. (See 
also Exs. 421 to 427.) 
Government of the Province of Manitoba, Part II. 
Government of the Province of Manitoba, Part III. 
Government of the Province of Manitoba, Part IV. 
Government of the Province of Manitoba, Part V. 
Government of the Province of Manitoba, Part VI. 
Government of the Province of Manitoba, Part VII. 
Government of the Province of Manitoba, Part VIII. 
Winnipeg Real Estate Board. 
Government of the Province of Manitoba, Part IX. 
Memo. Workmen’s Compensation and Old Age Pensions 
Boards, Manitoba. 


Memo. Department of Agriculture and Immigration, 
Manitoba. 

Memo. Department of Health and Public Welfare, 
Manitoba. 


Memo. re administration of the Companies Act, Manitoba. 

Memo. Department of Mines and Natural Resources, 
Manitoba. 

Memo. Department 
Manitoba. 

Winnipeg Board of Trade. 

The Union of Manitoba Municipalities. 

The City of Winnipeg. 

Annual Report for 1936 (Winnipeg). 

Rural Municipality of St. James, Manitoba. 

Rural Municipality of East Kildonan, Manitoba. 

Rural Municipality of West Kildonan, Manitoba, 

School District of Winnipeg, No. 1. 

Manitoba School Trustees’ Association. 

Manitoba Teachers’ Federation. 

Board of Governors of the University of Manitoba. 

The Greater Winnipeg Youth Council. 

The Catholic Minority of Manitoba. 

The Sound Money Economic System Association. 

The Home and Property Owners Association of Winnipeg. 

Statement of the Hon. John Bracken as to Union of the 
three Prairie Provinces. 

The Native Sons of Canada. 


of Public Works and _ Labour, 


& & 


REGINA, December 9, 1937-December 17, 1937 
(Ev. pp. 1182-2305) 


Government of the Province of Saskatchewan. (See Ex. 57). 

Statement of Treasury Bills, April 30, 1937. [Saskatchewan]. 

Auditor’s statement showing Relief Expenditures and 
Repayments in Saskatchewan from 1929 to 1987. 
[Saskatchewan]. 

Report of Commission of Inquiry into Provincial and 
Municipal Taxation to Government of Saskatchewan 
(Jacoby Commission) (1936). [Saskatchewan]. 

Bank of Canada Report, 1937. [Saskatchewan]. 

Report of Saskatchewan Public Service Commissioner on 
Inspectoral Services. [Saskatchewan]. 

Comparative Statement of Administration Costs in 
Saskatchewan. [Saskatchewan]. 

Map of Saskatchewan showing drought areas (in colour). 
[Saskatchewan]. 

Table showing Relief Aid in Cities of Saskatchewan. 
[Saskatchewan]. 

Table showing number of Cities, Towns and Villages in 
Saskatchewan receiving relief. [Saskatchewan]. 

Estimate of Relief Costs within Drought Area of 
Saskatchewan. [Saskatchewan]. 

Table of Estimated Relief Costs Outside Drought Arca in 
Saskatchewan. [Saskatchewan]. 

Map showing average wheat yields in Saskatchewan in 
1937. [Saskatchewan]. 

Report of the Local Government Board respecting the 
City of Moose Jaw, May 14, 1937. [Saskatchewan]. 
Map showing Saskatchewan Relief Areas. [Saskatchewan]. 

Saskatchewan Urban Municipalities Association. 

City of Moose Jaw. 


Bundle of twenty coloured maps showing average 
wheat yields in Saskatchewan, years 1918 to 1937, 
[Saskatchewan]. 


The Saskatchewan Association of Rural Municipalities. 

Rural Municipality of Mantario, No. 262, Saskatchewan. 

Chart showing Increase in Population in Saskatchewan, 
1931 to 1936. [Saskatchewan]. 

Chart showing Decrease in Population in Saskatchewan, 
1931 to 1936. [Saskatchewan]. 

Copies of maps referred to in evidence of Prof. J. Mitchell 
of University of Saskatchewan, and Soil Survey Report. 
[Saskatchewan]. 

Reconciliation of figures at pages 194 and 421 of brief of 
Government of Saskatchewan. [Saskatchewan]. 

Statement of Conditional Subsidies received by Sas- 
katchewan from Dominion Government and Board 
of Railway Commissioners up to April 30, 1937. 
[Saskatchewan]. 

Statement as to Expenditures on Venereal Disease Service. 
[Saskatchewan]. 

Scheme for Wheat Yield Insurance with particular refer- 
ence to Saskatchewan, by W. J. Hansen. [Saskatchewan]. 

Saskatchewan School Trustees’ Association. 

The Saskatchewan Teachers’ Federation. 

University of Saskatchewan. 

Memo. Department of Education, Saskatchewan, 

Memo. on National Health Insurance, Saskatchewan. 

Regina Board of Trade. 

Saskatoon Board of Trade. 

Statement as to Certain Aspects of Land Economics in 
Canada, by William Allen. [Saskatchewan]. 

Explanatory statement on Rehabilitation by Hon. George 
Spence, Minister of Public Works, Saskatchewan. 
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87 


106. 


107. 
108. 
109. 


“On-to-the Bay ” Association of Canada. 
Memo. Department of Agriculture, Saskatchewan. 
Memo. Department of Natural Resources. Saskatchewan. 
Memo. re Electric Power Resources. Saskatchewan. 
Memo. Departments of Labour and Public Welfare, 
Saskatchewan. 
Memo. re federal aid for highways. Saskatchewan. 
Memo. re highways control, Saskatchewan. 
Memo. re public health services, Saskatchewan. 
Memo, Department of the Attorney-General, Saskatchewan. 
Memo. Department of Insurance, Saskatchewan. 
Memo. re jurisdiction in insurance matters, Saskatchewan. 
Memo. re amalgamation of the three Western Universities. 
[Saskatchewan]. 
Memo. Saskatchewan Farm Loan Board. [Saskatchewan]. 
United Farmers of Canada, Saskatchewan Section. 
Statement showing insurance business and statistics in 
Saskatchewan. [Saskatchewan]. 
Resolutions of The Pas Board of Trade. [Saskatchewan]. 
“The Canadian Constitution and Its Amendment ”, reprint 
of speech given by Attorney-General in Saskatchewan 
Legislature, 1936. [Saskatchewan]. 
OTTAWA, January 17, 1938-January 31, 1938 
(Ev. pp. 2306-3851) 
to 91. The Canadian Manufacturers’ Association, Inc. 
Parts I to V. (See also Exs. 269 to 271.) 
Concurred in by letter by the following: 
Canadian Bottlers’ Association Limited; 
Canadian Construction Association; 
Canadian Fisheries Association; 
Canadian Jewellers’ Association, Inc:; 
Canadian Lumbermen’s Association; 
Canadian Paint Oil and Varnish Association; 
Canadian Pharmaceutical Manufacturers’ Association; 
Canadian Pulp and Paper Association; 
Confectionery, Chocolate and Cocoa Industries of 
Canada; 
Furniture Manufacturers’ Association; 
Primary Textiles Institute; 
Radio Manufacturers Association of Canada; 
The Shoe Manufacturers’ Association of Canada; 
Tire Division of the Rubber Association of Canada. 
The Canadian Life Insurance Officers’ Association. (See 
also Ex. 411.) 
Bundle of returns required to be filed by a typical manu- 
facturer. [Canadian Manufacturers’ Association]. 
All-Canada Insurance Federation. 
Dominion Mortgage and Investments Association, Part I. 
(See also Ex. 272.) 
Canadian Association of Social Workers. 
The Canadian Teachers’ Federation. 
Ontario Association of Real Estate Boards. 
League for Social Reconstruction. 
The League of Nations Society in Canada. 
The Canadian Association for Adult Education. 
Survey of Adult Education in Canada. [Canadian Asso- 
ciation for Adult Education]. 
Canadian Medical Association. 
Canadian Hospital Council. 
The Single Tax Association of Canada. 
Concurred in by letter by the following: 
The Henry George Club of Victoria. 
Trades and Labor Congress of Canada. 
Concurred in by letter by the following: 
Dominion Joint Legislative Committee of the Railway 
Transportation Brotherhoods. 
Chartered Banks of Canada. 
The Investment Dealers’ Association of Canada. 
Canadian Electrical Association, Inc. 


110. 


Ih; 
112. 
113. 
114. 
115. 


116. 
ib Weg 
118. 
119. 


120. 


121 


134. 
135. 


136. 


137. 


in Canada”. Report of 


“Canadian Electric Stations 
i {Canadian Electrical 


Dominion Bureau of Statistics. 
Association]. 

Constitution of Canadian Electrical Association, Inc. 

List of Members of Canadian Electrical Association, Inc. 

Canadian Federation of Mayors and Municipalities. 

Addendum to Ex. 113. 

“Our Cities”. Report of Urbanism Committee to 
National Resources Committee of the United States, 
1937. [Canadian Federation of Mayors and Muni- 
cipalities]. 

Mouvement national-corporatiste. 

The Canadian Tuberculosis Association. 

Memo. Superintendent of Insurance, [Dominion]. 

Statistical statement of Revenue and Expenditure in 
Dominion Companies Branch. [Dominion]. 

Memo. Department of Fisheries, Dominion. 


to 133. Various statistical tables and charts and other data 


re Income Tax. [Dominion]. 

File containing statistics of Sales and Excise Taxes and 
copies of relevant Statutes. [Dominion]. 

“Double Taxation and Tax Evasion”. Report of League 
of Nations, Geneva, 1927. [Dominion]. 

List of Reciprocal Agreements for Relief from Double 
Income Tax on Shipping between Canada and other 
Countries. [Dominion]. 

Memo. Department of Health, Dominion. 


137A.Summary of Functions of Dominion Department of Health. 


138. 


139. 


140. 
141. 
142. 
143. 
144. 
145. 
146. 
147. 
148. 


149. 
150. 


151. 


152. 
153. 


154. 
155. 


156. 
157. 


158. 
159. 


Copy of Act respecting the Dominion Bureau of Statistics. 
[Dominion]. 

Memo. re Constitution and Administrative Machinery of 
the Dominion Bureau of Statistics. [Dominion]. 


HALIFAX, February 3, 1938-February 8, 1938 
(Ev. pp. 3852-4320): 


Government of the Province of Nova Scotia. 

Appendices to Ex. 140. 

Report of Royal Commission on Maritime Claims (1926). 
(Duncan Commission). [Nova Scotia]. 

Report of Royal Commission, Provincial Economic Inquiry, 
Nova Scotia, 1934. (Jones Commission). [Nova Scotia]. 

Brief of Province of Nova Scotia to Royal Commission, 
Provincial Economic Inquiry. [Nova Scotia]. 

Report of Royal Commission on Financial Arrangements 
between the Dominion and Maritime Provinces (1935). 
(White Commission). [Nova Scotia]. 

Memo. Department of Mines, Nova Scotia. 

Statement on Dominion Assistance to Nova Scotia for 
Technical Education. [Nova Scotia]. 

Chart showing services Nova Scotia Department of Health. 
[Nova Scotia]. 

Memo. Department of Agriculture, Nova Scotia. 

Statement as to co-ordination of provincial and federal 
activities in Agriculture. [Nova Scotia]. 

Statistical Survey of Maritime Provinces, 1867-1934 by 
Dominion Bureau of Statistics. [Nova Scotia]. 

Appendices to Ex. 143. 

“The Maritime Provinces Since Confederation”. Report 
of Dominion Bureau of Statistics. [Nova Scotia]. 

The Union of Nova Scotia Municipalities. 

Annual Report of Nova Scotia Department of Labour. 
[Union of Nova Scotia Municipalities]. 

“Unemployment and Relief in Nova Scotia”, by L. Richter. 
[Union of Nova Scotia Municipalities]. 

“Public Affairs”, December, 1937. [Union of Nova Scotia 
Municipalities]. 

City of Halifax. 

Halifax Board of Trade. 


CHARLOTTETOWN, February 10, 1938-February 12, 1938 
(Ev. pp. 4321-4634) 


160. Charlottetown Board of Trade. 

161. Government of the Province of Prince Edward Island. 

161A.Comparative statement of Prince Edward Island and 
Ontario Rates of Succession Duty. [Prince Edward 
Island]. 

161B. Statistical statement showing details of calculation for 
preparation of Ex. 161A. 

162. Statement of Law Society of Prince Edward Island re 
Superior Courts in that Province. [Law Society]. (See 
also Ex. 278). 


OTTAWA, February 15, 1938-February 16, 1938 
(Ev. pp. 4635-4829) 


163. Memo. Department of Labour, Dominion. 

164. Copy of a relief agreement between the Dominion Govern- 
ment and the Province of Saskatchewan. [Dominion]. 

165. Schedules of Relief and Assistance in various Provinces, 
prepared by The Canadian Welfare Council. [Dominion]. 

166. Memo. Department of Trade and Commerce, Dominion. 

167. Memo. Department of Agriculture, Dominion. 

168. Memo. Experimental Farms Branch, Dominion. 

169. Memo. Marketing Service, Dominion. 

170. Memo. Production Services, Dominion. 

171. Memo. as to Agricultural Science, Dominion. 


VICTORIA, March 16, 1938-March 25, 1938 
(Ev. pp. 4830-5944) 


172. Government of the Province of British Columbia. (See 
Exs. 180 and 414 to 420). 

173. British Columbia’s Claim for Readjustment of Terms of 
Union, 1935. [British Columbia]. 

174. Report of Royal Commission on Reconveyance of Land to 
British Columbia, 1928 (Martin Commission). [British 
Columbia]. 

175.. Copy of letter, December 19, 1934, from the Rt. Hon. 
R. B. Bennett, Prime Minister, to the Hon. T. D. 
Pattullo, re interim payment of $750,000. [British 
Columbia]. 

176. “Economic Benefits to Canadians resulting from Operations 
of the Automotive Manufacturing Industries in Can- 
ada”, by J. C. Armer. [British Columbia] 

177. Table of Comparative Costs of Education between Muni- 
cipal and Rural Territory in British Columbia. [British 
Columbia]. 

178. Table of per capita customs duties collections in certain 
Provinces. [British Columbia]. 

179. British Columbia’s Claim for Readjustment of Terms of 

. Union, 1934. [British Columbia]. 

180. Brief of Argument. [British Columbia]. (See Ex. 172). 

181. Municipalities of British Columbia. 

182. City of Vancouver. 

183. British Columbia School Trustees’ Association. 

184. Report on School Finance in British Columbia, by H. B. 
King. [B.C. School Trustees’ Association]. 

185. Memo. Department of Income Tax, British Columbia. 

186-187. Tables showing Comparative Rates of Income Tax mm 
Various Jurisdictions. [British Columbia]. 

188. Associated Boards of Trade of British Columbia. (See 
Exs. 275 and 276) 

189. Associated Boards of Trade of Eastern British Columbia. 

190. Memo. Department of Fisheries, British Columbia. 

191. Memo. Health and Welfare Services, British Columbia. 

191A.Statement as to Problem of Relief, Health and Welfare 
Services for Interprovincial Transients. [British 
Columbia]: reste 
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192. Memo. Department of Labour, British Columbia. 

193. Memo. Unemployment Relief Administrator, British 
Columbia. 

194. Prince George Board of Trade. 


Concurred in by letter by the following: 


Associated Boards of Trade of Central British Columbia; 

Merritt Branch Canadian Legion; 

Newlands Community Hall Society; 

Prince Rupert Chamber of Commerce; 

St. Clair Stobart Chapter of the Imperial Order 
Daughters of the Empire; 

Williams Lake Board of Trade. 

195. File of correspondence and facts concerning Prince George. 
[Prince George Board of Trade]. 

196. Map showing agricultural opportunities in Central British 
Columbia. [Prince George Board of Trade]. 

197. Statement of H. G. Perry, M.L.A., on behalf of Prince 
George Board of Trade. 

198. Statement as to employment provided by construction at 
Duncan, B.C. [Prince George Board of Trade]. 

199. Vancouver Real Estate Exchange. 

200. Junior Board of Trade of Vancouver, 

201. Copies of letters from Hon. T. D. Pattullo, Premier of 
British Columbia to Rt. Hon. R. B. Bennett, Prime 
Minister, Feb. 7, 1934; reply dated Feb. 26, 1934; letter 
from Hon. T. D. Pattullo to Rt. Hon. W. L. Mackenzie 
King, Prime Minister, Jan. 4, 1936,—re “ Better Terms ” 
and the P.G.E. Railway. 

202. Victoria Chamber of Commerce. 


Concurred in by letter by the following: 
Victoria Real Estate Board. 


203. Okanagan Municipal Association. 
204. British Columbia Chamber of Agriculture. 
205. Greater Vancouver and New Westminster Youth Council. 
206. Provincial Council of Women, British Columbia. 
207. Native Sons of British Columbia. 
208. Catholic Minority of British Columbia. 
209. Vancouver Young Liberal Association. 
210. Co-operative Commonwealth Federation (B.C. Section). 
211. British Columbia Library Association. 
Concurred in by letter by the following: 
Maritime Library Institute; 
The Quebee Library Association. 
212. Memo. Department of Agriculture, British Columbia. 
213. Primary Products Publishing Company, Limited. 
214. Canadian Association of Social Workers—B.C. Mainland 
Branch. 
215. Corporation of the City of Revelstoke. 
216. Memo. on Topographical Mapping, British Columbia. 
217. Topographical Map of Nimpkish District. [British 
Columbia]. 
218. Map showing agricultural and grazing lands in British 
Columbia. [British Columbia]. 
219. Memo. Department of Mines, British Columbia. 
220. Memo. Department of Trade and Industry, British 
Columbia. 
221 Langley Farmers’ Institute, District “E” of British 
Columbia. 
222. Memo. Research Department of the Economic Council of 
British Columbia. [British Columbia]. 
223. Memo. on Distribution of Health Functions between the 
Dominion and the Provinces, [British Columbia]. 
224 Memo, re Company Law, [British Columbia]. 
225. Memo. Department of Insurance, British Columbia. 
226. Memo. Department of Railways, British Columbia. 
227. Two memoranda from Comptroller of Water Rights, 
British Columbia. 
228. Statement of Revenue and Expenditure from Succession 
Duties. [British ‘Columbia]. 
229-229A. Tables showing Dominion Subsidies as a Percentage of 
Ordinary Provincial Revenue of Provincés of Canada. 
[British Columbia]. 
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230. Table showing Adjustment of Per Capita Grants on Basis 


231. 
232. 


233 


234. 


236. 
237. 


238. 


of a Quinquennial Census Adjusted every Two-and-a- 
Half Years. [British Columbia]. 

Memo. on Research in the Social Services, 
Columbia]. 

Statements of cost of Social Services in British Columbia 
from 1876 to 1936. [British Columbia]. 


{British 


. Tables showing Exports from British Columbia to the 


United Kingdom. [British Columbia]. 
Summary of British Columbia’s Claims for Better Terms— 
1900-1927. [British Columbia]. 


EDMONTON, March 28, 1938-April 2, 1938 
(Ev. pp. 5945-6627) 


University of Alberta. 

Edmonton Chamber of Commerce. 

Copy of Resolution passed by the Legislative Assembly of 
Alberta, February 25, 1935. 

Cities of Alberta. 

Addenda to Ex. 238. 

Exhibits “A” to “K” of Ex. 288. 

Towns and Villages of Alberta. 

The Alberta Association of Municipal] Districts. 

Alberta Youth Congress. 

Alberta School Trustees’ Association, 

Alberta Teachers’ Association. 

College of Physicians and Surgeons of Alberta. 

Protective Committee in Alberta of Private Holders of 
Alberta Savings Certificates and Bonds. 

Taxpayers’ Protective Association of Edmonton. 

Calgary Board of Trade. 

Young Men’s Section, Calgary Board of Trade. 

Association of Owners of Real Property, Calgary. 

Canadian Chamber of Agriculture. 

Committee of Calgary Builders and Suppliers. 
Concurred in by letter by the following: 

Calgary General Contractors’ Association. 

Calgary Unemployed Union. 

The United Farmers of Alberta. 

The Alberta Co-operative Council. 

Council of the Alberta C.C.F. Clubs. 

Western Canada Fuel Association. 


Concurred in by letter by the following: 
Council of the Calgary Board of Trade. 


Drumheller Board of Trade. 

Associated Temperance Forces of Alberta, 

Medicine Hat Chamber of Commerce. 

The Alberta Co-operative Sugar Beet Growers’ Association. 

Map showing crop failures in Alberta, 1918-1937. [Alberta 
Co-operative Sugar Beet Growers’ Association]. 

Map showing existing and proposed irrigation districts in 
Southern Alberta. [Alberta Co-operative Sugar Beet 
Growers’ Association]. 

Report of Royal Commission on the Natural Resources of 
Alberta, 1935. (Dysart Commission). 

List of questions submitted to Alberta Government by 
Commission, and letter of Hon. W. Aberhart, Premier, 
dated March 30, 1938, to the Chairman. 


OTTAWA, April 21, 1938-Dr. Ivor Jennings 
(Ev. pp. 6629A-6716D) 


TORONTO, April 25, 1938-May 9, 1938 
(Ev. pp. 6628-8117) 


267. Citizens’ Research Institute of Canada. 
267A.Statement synopsizing Ex. 267. ° 
268. Board of Trade of the City of Toronto. 


269 to 271. The 


Canadian Manufacturers’ Association, Ine. 
Parts VI to VIII. (See also Exs. 87 to 91). 


272. 


273. 
274, 
275. 


276. 


277. 
278. 


279. 


282. 


314. 


315. 


The Dominion Mortgage and Investments Association, 
Part II. (See also Ex. 95). 

Appendix to Ex. 272. 

The British-Israel-World Federation (Canada) Inc. 

Copy of telegram, dated March 24, 1938, from Chairman of 
Commission to J. G. Robson, President B.C. Lumber and 
Shingle Manufacturers’ Association, Vancouver. (See 
Exs. 188 and 276). 

Letter dated April 14, 1938, from Vancouver Board of 
Trade to Chairman of Commission. (See Exs. 275 and 
188). 

Municipal District of Ray, No. 549, St. Albert, Alberta. 

Memorandum from Prince Edward Island Law Society re 
number of cases in Court of Appeal in that Province. 
(See also Ex. 162). 

Canadian Chain Store Association. 

Canadian Importers’ and Traders’ Association, Inc. 

Ontario Municipal Association. 

National Construction Council. 

Statement on Building Societies in Great Britain. [National 
Construction Council]. 

The City of Toronto and Ontario Mayors’ Association. 

Property Owners’ Association of Toronto. 

East York Business Men’s Association. 

County of York. 

Home Builders’ Association of Toronto. 

Ontario School Trustees’ and Ratepayers’ Association. 

The Mutual Fire Underwriters’ Association of Ontario. 

The Ontario Teachers’ Council. 

“Finance and Administration of Education in English- 
Speaking Countries”. [Ontario Teachers’ Council]. 
Ontario Branches of The Canadian Association of Social 

Workers. 

Ontario Library Association. 

Welfare Council of Toronto and District. 

Government of the Province of Ontario—Part I. 

Government of the Province of Ontario—Part II. 

Government of the Province of Ontario—Part III. 

Statistical statement of Old Age Pensions in Canada as at 
September 30, 1937. [Ontario]. 


to 302. Tables showing effect of Dominion and Provincial 


Priority in Income Taxes. [Ontario]. 

Example of taxes paid by an Ontario mining company to 
Ontario and Dominion Governments. [Ontario]. 

Statements of expenditure by Ontario for roads between 
1930 and 1937. [Ontario]. (See Ex. 307). 

Statement of reciprocal arrangements as to Succession 
Duties. [Ontario]. 

Copy of Act and Regulations respecting Old Age Pensions, 
Pensions for the Blind, and Mothers’ Allowances. 
[Ontario]. 

Statement showing receipts on account of highways by 


Ontario from Dominion Government. [Ontario]. (See 
Ex. 304). 
Annual Report of Municipal Statistics for 1936. [Ontario]. 


Tables showing particulars of Ontario Municipalities under 
supervision of Department of Municipal Affairs. 
[Ontario]. 

Letter, dated April 27, 19388, from Goodyear Tire & Rubber 
Co. of Canada, Ltd., to Ontario Budget Committee. 
[Ontario]. 

Letter, dated April 29, 1938, from Canadian General 
Electric Co. Ltd, to Ontario Budget Committee. 
[Ontario]. 

Letter, dated April 29, 1938, from Beatty Bros. Ltd., to 
Ontario Budget Committee. [Ontario]. 

Letter, dated May 3, 1938, from B. F. Goodrich Rubber Co. 
of Canada Ltd., to Ontario Budget Committee. 
[Ontario]. 

Table showing allocation of C.N.R. Deficits according to 
mileage, by provinces. [Ontario]. 

Memo. Department of Agriculture, Ontario. 


316. 
317. 
318. 
319. 
320. 
322. 


323. 


329. 


331. 


Memo. Department of Labour, Ontario. 

Memo. Department of Mines, Ontario. 

Statement as to taxation of mining companies. [Ontario]. 

Memo. Department of Health, Ontario. 

Additional memo. Department of Health, Ontario. 

Memo. Department of Insurance, Ontario, (See Ex. 323) 

Memo. on Supervision of Loan and Trust Companies, 
Ontario. 

Memo. re jurisdiction in insurance, Ontario. (See Ex. 321). 

Memo. Department of the Attorney-General, Ontario. 

Memo. Department of Fisheries, Ontario. 

Memo. of Ontario Fire Marshal. 

Statement of Land available for Settlement. [Ontario]. 

Memo. Department of Lands and Forests, Ontario. 

Letter dated April 30, 1938, from The Welfare Council of 
Toronto to the Chairman of the Commission. 

Canadian Dental Association. 

Canadian Nurses’ Association. 

“The Canadian Nurse”, April, 1938. 
Association]. 

The National Council of Young Men’s Christian Asso- 
ciations of Canada. 

“Youth and Recreation in Toronto”. [Y.M.C.A.]. 

“Youth’s Eye View of Some Problems Connected with 
Getting Married”. [Y.M.C.A.]. 

“Youth in the Next Decade”. [Y.M.C.A.]. 

Annual Report (1937) National Council of Young Men’s 
Christian Associations of Canada. 

The League for Economic Democracy, 


Concurred in by letter by the following: 
Brotherhood of Railway Carmen of America. 


Economic Reform Association. 
The Housewives’ Association of Canada. 


{Canadian Nurses’ 


QUEBEC, May 12, 1938-May 16, 1938 
(Ev. pp. 8118-8492) 


341A.Statement of Government of Province of Quebec—French 


text. 


341B.Statement of Government of Province of Quebec—English 


342. 
343. 
344. 


345. 


text. 

Montreal Board of Trade. 

Chambre de Commerce du district de Montréal. 

La Société Saint-Jean-Baptiste de Montréal. 

Concurred in by letter by the following: 

Association Canado-Américaine; 

Association générale des étudiants de l’Université de 
Montréal; : 

Association des hételiers de la campagne de la province 
de Québec; 

Les Chevaliers de Carillon; 

Les Patriotes de Rosemont; 

Société Saint-Jean-Baptiste des Trois-Riviéres; 

L’/Union des vétérans canadiens. 

The League for Women’s Rights. 

La ligue des propriétaires de Montréal. 

The Provincial Association of Protestant Teachers of 
Quebec. 

Letter dated May 13, 1938, from La Fédération nationale 
Saint-Jean-Baptiste to the President of |’Alliance cana- 
dienne pour le vote des femmes de Québec. 

L’Alliance canadienne pour le vote des femmes de Québec. 

Montreal Branch of Canadian Association of Social 
Workers. 

Comité permanent des Congrés de la langue francaise. 

Les Acadiens et les Canadiens-frangais des provinces 
Maritimes. 

Les Canadiens-francais du Manitoba. 

Les Canadiens-francais de la Saskatchewan. 

Les Canadiens-francais de |’Alberta. 

List. of questions submitted to the Government of Quebec 
by the Commission. (See Ex. 391). 


8337—26 
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FREDERICTON, May 18, 1938-May 23, 1938 
(Ev. pp. 8493-9106) 


Government of the Province of New Brunswick. (See 
Ex. 413). 
Table showing New Brunswick Public Debt. [New Bruns- 


wick]. 

Annual Report of Municipal Corporations of New Bruns- 
wick, 1936. [New Brunswick]. 

Memo. Department of Health, New Brunswick. 

Annual Report of New Brunswick Department of Health, 
1937. [New Brunswick]. 

Statement as to Freight Rates in New Brunswick. 
Brunswick]. 

Letter dated April 2, 19387, from New Brunswick Coal Pro- 
ducers’ Association to New Brunswick Inspector of 
Mines. [New Brunswick]. 

Notes and figures as to presentation of argument affecting 
the coal mining industry. [New Brunswick]. 

Memo. Department of Insurance, New Brunswick. 

Transportation Commission of the Maritime Board of 
Trade. (See Exs. 408, 409, 410). 

City of Saint John. 

Statement as to employment situation in the City and 
County of Saint John. [City of Saint John]. 

Saint John Board of Trade. 

Map showing railway distances from certain points to 
Saint John and Halifax. [Saint John Board of Trade]. 

Statistical statement of Canadian National Railways Invest- 
ments in United States Railway Lands. [New Bruns- 
wick]. 

Extract re canals from House of Commons Debates, March 
28, 1938. [New Brunswick]. 

Dominion expenditures for canal construction. 
Brunswick]. 

Letter and tables showing trade through Maritime Ports. 
[New Brunswick]. 

Union of New Brunswick Municipalities. 

Map of New Brunswick. [Union of N.B. Municipalities]. 

Municipality of Gloucester, N.B. 

Municipality of Northumberland, N.B. 

New Brunswick Teachers’ Association. 


[New 


(New 


OTTAWA, May 25, 1938-June 2, 1938 
(Ev. pp. 9108-9154; 9505-9926) 


580A.Summary of Ex. 380B. 
380B. Canadian Welfare Council. 


381. 
382. 
383. 
384. 
385. 
386. 


387. 


388. 
389. 
390. 


391. 


The National Council of Women of Canada. 

Health League of Canada. 

Board of Evangelism and Social Service of The United 
Church of Canada. 


“Christianizing the Social Order”. [The United Church 


of Canada]. 

Report of the Oxford Conference. [The United Church of 
Canada]. 

The Canadian Legion of The British Empire Service 
League. 


Federation of Ontario Naturalists, Inc. 
Concurred in by letter by the following: 
Ontario Federation of Anglers. 


Victorian Order of Nurses for Canada. 

“The Victorian Order of Nurses for Canada” (pamphlet). 

Copy of letter dated May 13, 1938, from Acting Chairman 
of Commission to Mr. L. E. Beaulieu, K.C., Counsel for 
Province of Quebec, re possibility of hearing evidence of 
Quebec Civil Servants. 

Copy of letter dated May 13, 1938, from Acting Chairman 
to Mr. L. E, Beaulieu, K.C., submitting list of questions. 
‘See Ex. 356). 
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392. 


393. 


394. 


395. 
396. 
397. 


398. 
299. 
400. 
401. 
402. 
403. 
404. 


405. 
406. 


407. 


408. 


Letter dated May 14, 1938, from Mr. L. E. Beaulieu, KC., 
to Acting Chairman, stating Province of Quebec did not 
wish to go beyond previous statement. (See Ex. 341A). 

Letter dated May 20, 1938, from Hon. M. Duplessis, 
Premier of Quebec, to Acting Chairman, and copy of 
letter dated May 25, 1938, from Acting Chairman to 
Premier Duplessis. 

The Canadian Chamber of Commerce. 


Concurred in by letter by the following: 
Chamber of Commerce of the District of Levis. 


Grand Orange Lodge of Ontario West. 

Memo. Department of Mines and Resources, Dominion. 

Memo. on Topographical Mapping in British Columbia. 
[Dominion]. 

Memo. of Superintendent of Bankruptcy, Dominion. 

The Retail Merchants’ Association of Canada, Inc. 

The Roman Catholic Separate School Trustees’ Association 
of Ontario. 

Central Committee of the Communist Party. 

Memo. National Research Council, Dominion. 

Proceedings of Conference on Organization of Medical 
Research in Canada. [Dominion]. 

List of Fellowships, Studentships and Bursaries of National 
Research Council. [Dominion]. 

Memo. Department of Justice, Dominion. 

Folder of Advertising Material of Canadian Travel Bureau. 
[Dominion]. 

Twentieth Annual Report of National Research Council, 
1936-37. [Dominion]. 

Letter from Transportation Commission of Maritime Board 
of Trade to Commission with copies of correspondence 
filed before Royal Commission on Maritime Claims. 
(See Ex. 366). 


409. Class Rate Adjustment of May 15, 1912, in Maritime 
Provinces. (See Ex. 366). 

410. Schedule re Town Tariff Basis, 1926, as compared with 1907. 
(See Ex. 366). 

411. Supplementary submission of Canadian Life Insurance 
Officers’ Association. (See Ex. 92). 

412. City of Hamilton. 


OTTAWA, August 8, 1938-Prof. L. F. Giblin 


OTTAWA, November 24, 1938-December 1, 1938 
(Ev. pp. 10,078-10,702) 


413. Supplementary brief of Government of Province of New 
Brunswick. (See Ex. 357). 

414 to 420. Supplementary data submitted by Counsel for the 
Government of the Province of British Columbia. (See 
Exs. 172 and 180). 

420A.Memo. re Old Age Pensions, [Prince Edward Island]. 

421. Supplementary Statement of Hon. John Bracken, Premier 
of Manitoba. (See Exs. 1 to 8 and 10). 

422. Bundle of photostatic copies of advertisements during War 
Years re Wheat Production. [Manitoba]. 

423. Statement on Canadian Monetary Policy by Dr. A. H. 


Hansen. [Manitoba]. (See Ex. 426). 
424. Statement of Manitoba’s Argument with respect to the 
Dominion Tariff Policy by Jacob Viner. [Manitoba]. 
425. Statement of Calculation of Additional Items. [Manitoba]. 


426. Supplementary statement of Dr. A. H. Hansen. [Manitoba]. 
(See Ex, 423). 

427. Statement of Recapitulation of Essentials of the Manitoba 
Case in Light of Criticism, Hon. S. 8. Garson, Provincial 
Treasurer. [Manitoba]. (See Exs. 1-8 and 10). 


LIST OF WITNESSES WHO GAVE EVIDENCE BEFORE THE ROYAL COMMISSION 
ON DOMINION-PROVINCIAL RELATIONS 


ADAMSON, 
ALEXANDER, 
ALLAN, 


ALLEN, 
ANDERSON 


ARCHER, 


ARCHIBALD, 
ARCHIBALD, 


ARCHIBALD, 
ASHTON, 


AULD, 


BAGWELL, 
BARBOUR, 
BaRNETT, 
BARNSTEAD, 
BARTON, 


BASTIEN, 


BaTEs, 
BEAULIEU, 
BELL, 
BELL, 


BENTLEY, 
BEsT, 


BETHUNE, 
BICKERTON, 


BIGGAR, 
BING, 
BISSETT, 
BLACK, 


BLACKSTOCEK, 


BLoIs, 
Bouton, 


BONE, 
BRACKEN, 
BRANDLEY, 


BRINE, 
BRIsTOL, 


C. A., Winnipeg Board of Trade. 

G. J., Asst. to Commr. of Fisheries, B.C. 

D. J., Asst. Dep. Min. of Mines and 
Resources, Man. 

Prof. Wm., on behalf Govt. of Sask. 

P. M., K.C., Dept. of Justice, Dom. 
Govt. 

Dr. A. E., Council of College of Physi- 
cians and Surgeons of Alta. 

D. F., C.A., on behalf Govt. of P.E.I. 

Dr. E. §., Director of Experimental 
Farms, Dom. Govt. 

Miss Margaret, Alta. Youth Congress. 

Major General E. C., Victorian Order 
of Nurses. 

Dr. F. H., Dep. Min. of Agriculture, 
Sask. 

G. B., Counsel, Single Tax Ass’n. 

A. W., Dep. Min. of Public Works, N.B. 

J. W., Alta. Teachers’ Ass’n. 

Arthur, 8., Dep. Prov. Sec’y., N.S. 

Dr. G. 8. H., Dep. Min. of Agriculture, 
Dom. Govt. 

Hermas, La Société Saint-Jean-Baptiste 
de Montréal. 

Dr. Gordon, Health League of Canada. 

L. E., K.C., Counsel for Quebec Govt. 

Adam, Dep. Min. of Labour, B.C. 

D. W., Act. Dir., Bureau of the Budget, 
United States Govt. (Private hear- 


ing.) 

W. E., K.C., Sec., Law Society, P.E.L. 

W. L., Canadian Trades and Labor 
Congress. 

C. P., Solicitor, City of Halifax. 

G. R., United Farmers of Canada, 
Sask. Section. 

W. H., Canadian Federation of Mayors 
and Municipalities. 

G. A., Provincial Audit Staff, Sask. 

C. N., Charlottetown Board of Trade. 

W. D., Canadian Manufacturers’ Ass’n, 
Ine. 

G. M., K.C., Medicine Hat Chamber of 
Commerce. 

E. H., Director of Welfare Work, NS. 
C. W., Chief of Statistical Branch, 
Dept. of Labour, Dom. Govt. 

W. R., on behalf City of Vancouver. 

Hon. John, Premier of Manitoba. 

Louis, Alta. Co-operative Sugar Beet 
Growers’ Ass’n. 

A. G., Native Sons of B.C. 

Everett, K.C., Counsel, National 
Council of Women. 


BRISTOL, 


BRITNELL, 
BRITTAIN, 


Brown, 
BROWNLEB, 
BRUNING, 
Buck, 


BUZZELL, 
BYERS, 


Byron, 
CAIN, 
CAMERON, 
CAMPBELL, 


CAMPBELL, 
CAMPBELL, 


CAMPBELL, 
CAMPBELL, 


CAMPBELL, 


CAMPBELL, 
CAMPBELL, 


CAMSELL, 
CARPENTER, 
CaARROTHERS, 
CASGRAIN, 


CassIpy, 


CLARK, 
CLARKE, 


Coats, 
CoBURN, 
CoLEMAN, 


CoNANT, 


CoNLoNn, 


J. R. K., Canadian Manufacturers’ 
Ass’n, Ine. 

Prof. George, on behalf Govt. of Sask. 

Dr. H., Citizens’ Research Institute of 
Canada. 

G. H., Asst. Dep. Min. of Labour, 
Dom. Govt. 

J. E., K.C., Counsel, Alta. Ass’n of 
Municipal Districts. 
Dr. Heinrich, Former Chancellor of 
Germany (Ev. pp. 3657-37754). 
Tim, Central Committee of the Com- 
munist Party. 

L., Montreal Board of Trade. 

N. C., Chairman, Debt Adjustment 
Board, Sask. 

Lloyd, Accountant-Auditor, Municipal 
Branch, N.B. 

W. C., Dep. Min. of Lands & Forests, 
Ont. 

Dr. Alan E., Dep. Min. of Public Works 
& Mines, N.S. 

A. C., Assessor of Probates & Succession 
Duties, B.C. 

HE. S., Registrar of Motor Vehicles, N.S. 

J. F., Solicitor, Municipality of East 
Kildonan, Man. 

J. O. C., on behalf Govt. of P.E.I. 

M. A., Ont. School Trustees & Rate- 
payers’ Ass’n. 

O. W., Supt. of Old Age Pensions, 
ye 


Dr. Peter S., Chief Health Officer, N.S. 

Hon. Thane A., K.C., Premier of Prince 
Edward Island. 

Dr. Chas., Dep. Min. of Mines & 
Resources, Dom. Govt. 

H. S., Dep. Min. of Highways, Sask. 

Dr. W. A., on behalf Govt. of B.C. 

Mme. Pierre F., The League for 

~ Women’s Rights. 

Dr. H. M., Director of Social Welfare, 
B.C. 

C. B., Calgary Board of Trade. 

G. B., Montreal Branch of Canadian 
Ass’n of Social Workers. 

Dr. R. H., Dominion Statistician. 

J. G., Economic Reform Association. 

Dr. E. H., K.C., Under-Sec’y of State, 
Dom. Govt. 

Hon. Gordon D., K.C., Attorney- 
General, Ont. 

J. H., Director of Federal & Municipal 
Relations, N.B. 
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Cook, 
Coon, 
Corron, 
Cowan, 


CREED, 
CREIGHTON, 


SRONKITE, 
Cross, 
Cross, 


CRYSLER, 
CURRAN, 


DALY, 
DANSEREAU, 


DavIDsoN, 


DavIs, 
DavIs, 
DavISsON, 
DAWSON, 
Day, 
DEWAN, 
Dickson, 


DoBSON, 
DOoLAN, 


DoRRELL, 
DRAPER, 


DyMOND, 
DYSART, 


DysaRt, 
EASTON, 
Eppy, 

ELLIOTT, 
ELLIOTT, 


ELLISON, 


ESTEY, 


EVANS, 
EVANS, 
EVANS, 
EVANS, 


FAIRCHILD, 


W. R., National Council of the 
Y.M.C.A. 

H. J., The Chartered Banks of Canada. 

R. L., Charlottetown Board of Trade. 

James, Greater Winnipeg Youth Council. 

G. E., League for Economic Democracy. 

Prof. D. G., Research staff of Royal 
Commission on Dominion-Provin- 
cial Relations. 

Prof. F. C., on behalf Govt. of Sask. 

Hon. Eric, Minister of Public Welfare 
and Municipal Affairs, Ont. 

W. K., Mutual Fire Underwriters’ 
Ass’n of Ont. 

Mr., Toronto Board of Trade. 

W. A., Associated Boards of Trade of 
astern B.C. 

R. O., K.C., Solicitor, Investment 
Dealers’ Ass’n of Canada. 

Paul, La ligue des propriétaires de 
Montréal. 

G. F., Canadian Ass’n of Social 
Workers, B.C. Mainland & 
Victoria Branches. 

Hon. F. R., M.D., Minister of Health, 
NS. 

Hon. T. C., K.C., Attorney-General, 
Sask. 

Mayor A., Cities of Alberta. 

Walter, Relief Supervisor, Sask. 

Mayor R., City of Toronto. 

Hon. P. M., Minister of Agriculture, 
Ont. 

W. M., Dep. Min. of Labour, Dom. 
Govt. 

S. G., The Chartered Banks of Canada. 

D. Leo, Chief of Canadian Travel 
Bureau, Dom. Govt. 

Col. G. H., Vancouver Real Estate 
Exchange. 

P. M., Trades and Labor Congress of 
Canada. 

J. R., Federation of Ont. Naturalists. 

Hon. A. A., K.C., Premier of New 
Brunswick. 

Hon. A. K., Board of Governors, 
University of Manitoba. 

A. L., Mutual Fire Underwriters’ Ass’n 
of Ont. 

A. M., Sask. Urban Municipalities 
Ass’n. 

C. Fraser, K.C., Commr. of Income 
Tax, Dom. Govt. 

Courtland, Investment Dealers Ass’n of 
Canada. 

Mayor A. C., on behalf of Govt. of 
Sask.; Sask. Urban Municipalities 
Ass’n. 

Hon. J. W., K.C., Minister of Educa- 
tion, Sask. 

Gladstone, Economic Reform Ass’n. 

J. H., Dep. Min. of Agriculture, Man. 

W. Benton, on behalf Govt. of N.B. 

W. Sanford, Winnipeg Real Estate 
Board. 

B. C., Canadian Electrical Ass’n, Inc. 


FARNALLS, 
Farris, 


FIELDING, 
FIELDING, 
FINLAYSON, 
FISHER, 


FITZALLEN, 
ForrTIN, 


FostTER, 
Foster, 
Founpn, 
FowkgE, 
Fox, 
FRASER, 
Fry, 
FUGLER, 
FULL, 
GARDHOUSE, 
GARDINER, 
GARDOM, 
GARIEPY, 
GARRETT, 


GARSON, 


GIBLIN, 


GIBSON, 


GororTH, 
GOLDMAN, 


GORDON, 
GRANT, 
GRANT, 
GREEN, 
GRIFFIN, 


GRIFFITH, 
GRoOSsCH, 


GUNN, 
HALLATT, 
HAMILTON, 


Hanna, 
HANSEN, 
HANSEN, 
Harris, 


Hart, 
HasKINS, 


Paul, Alta. Ass’n of Municipal Districts. 

Hon. J. W. deB., K.C., Counsel, Govt. 
of B.C. 

P. S., Dep. Prov. Treas. & Sec’y, P.E.I. 

R. M., Solicitor of N.S. Municipalities. 

G. D., Supt. of Insurance, Dom. Govt. 

R. M., K.C., Municipal Commr. and 
Dep. Prov. Sec’y, Man. 

J., Towns & Villages of Alta. 

Jules, Dominion Mortgage and Invest- 
ments Ass’n. 

R. Leighton, K.C., Gen. Counsel, Cana- 
dian Life Insurance Officers’ Ass’n. 

W. W. B., Municipalities of Northum- 
berland and Gloucester, N.B. 

Dr. W. A., Dep. Min. of Fisheries, 
Dom. Govt. 

Prof. V. C., on behalf Govt. of Sask. 

S. A., Towns & Villages of Alta. 

J. A., Investment Dealers’ Ass’n of 
Canada. 

Mayor J. W., Cities of Alta. 

H., Home Builders’ Ass’n of Toronto. 

Lt.-Col. G. Elliott, Charlottetown Board 
of Trade. 

W. W., County of York, Ont. 

Robt., United Farmers of Alta. 

Basil, Primary Products Publishing Co., 
Ltd., B.C. 

C. E., Taxpayers’ Protective Ass’n of 
Edmonton. 

H. G., Supt. of Insurance and Registrar 
of Companies, B.C. 

Hon. 8. 8., K.C., Provincial Treasurer, 
Man. 

Prof. L. F., University of Melbourne, 
Australia, and formerly of 
Australian Grants Commission 
(August 8, 1938). 

R. A., Director of Lands, Parks & 
Forestry Branch, Dept. of Mines 
and Resources, Dom. Govt. 

W. W., National Construction Council. 

Miss E., Montreal Branch, Canadian 
Ass’n of Social Workers. 

Mr., Toronto Board of Trade. 

G. A., B.C. School Trustees’ Ass’n. 

Dr. H. C., on behalf Govt. of Man. 

F. G., Surveyor-General, B.C. 

M. J., Counsel, Catholic Minority of 
B.C 


H. W., Administrator of Unemployment 
Relief, B.C. 

S. P., K.C., Chairman, Local Govt. 
Board, Sask. 

Miss Jean I., Canadian Nurses’ Ass’n. 

H. H., League for Economic Democracy. 

F. Kent, Gen. Counsel, Ont. Ass’n of 
Real Estate Boards. 

W. E., Ont. Teachers’ Council. 

Dr. Alvin H., on behalf Govt. of Man. 

W. J., on behalf Govt. of Sask. 

Stuart, Sound Money Economic 
System Ass’n. 

Hon. John, Minister of Finance, B.C. 

W. E., B.C. Chamber of Agriculture. 


Haypocxk, 
HaygEs, 
Hazen, 


HEPBURN, 
HEREFORD, 
HIi1u, 


HINGLEY, 


HoNEYMAN, 


Hooper, 
Hope, 


Horney, 
HovucHam, 


Howakrb, 
HUBBARD, 
Horst, 
HyNpDMAN, 
HyYNDMAN, 
IMRIE, 
IRVINE, 
JACKSON, 
JACOB, 


JACOBS, 


JELLETT, 
JENNINGS, 


JOHNSTON, 


JOHNSTONE, 


JONES, 
JONES, 
JONES, 


JOPSON, 


KEEPING, 


LAIDLAW, 
LALONDE, 


LANG, 
Lapp, 
LAZERTE, 
LEpvc, 
LEEMING, 
LEONARD, 


W. F., East York Business Men’s Ass’n. 

J. B., Halifax Board of Trade. 

D. King, K.C., Counsel, Municipalities 
eee and Gloucester, 

Hon. M. F., Premier of Ontario. 

Harry, Unemployment Relief Commr., 
Dept. of Labour, Dom. Govt. 

J. R., Dep. Min. of Natural Resources, 
Sask. 

EK. G., Sask. Ass’n of Rural Munici- 
palities. 

EK. D., K.C., City of Winnipeg. 

Ronald, Municipality of St. James, 
Man. 

Dr. G. J., Taxpayers’ Protective Ass’n 
of Edmonton. 

General, Prince George Board of Trade. 

G. S., Retail Merchants Ass’n of 
Canada. 

H. A., Ass’n of Owners of Real Prop- 
erty, Calgary. 

H., Victoria Chamber of Commerce. 

George, Ont. Municipal Ass’n. 

A. W., Charlottetown Board of Trade. 

L. C., Council of Alberta C.C.F. Clubs. 

John M., Edmonton Chamber of 
Commerce. 

William, Council of Alberta C.C.F. 
Clubs. 

Dr. F. W., Dep. Min. of Health & 
Public Welfare, Man. 

Robert, K.C., School District of 
Winnipeg No. 1. 

L., F.C.A., Dept. of Municipal Affairs, 
Sask 


R. P., Canadian Chamber of Commerce. 
Dr. Ivor, University of London, Eng- 
land. (Ev. pp. 6629A-6716D.) 

J. G., Canadian Chain Store Ass’n. 

Mayor H. S., Sask. Urban Municipali- 
ties Ass’n. 

G., on behalf Govt. of N.B. 

O. L., Okanagan Municipal Ass’n. 

Hon. W. P., K.C., Counsel, Govt. of 
N.B. 

John, Greater Vancouver and New 
Westminster Youth Council. 

Dr. B. C., Dep Min. of Health, P.E.I. 

Dr. W. A. R., University of Alberta. 

J. K., Dep. Min. of Agriculture, N.B. 

Prof. F. A., Research staff of the Royal 
Commission on Dominion-Provin- 
cial Relations. 

J. B., Ont. Ass’n of Real Estate Boards. 

H., La Société Saint-Jean-Baptiste de 
Montréal. 

D. W., K.C., Counsel, Govt. of Ont. 

Dr. J. S., Canadian Dental Ass’n. 

Dr. M. E., Alberta Teachers’ Ass’n. 

Hon. Paul, Minister of Mines, Ont. 

D., Victoria Chamber of Commerce. 

T. D’Arcy, K.C., Gen. Counsel, 
Dominion Mortgage and Invest- 
ments Ass’n. 


LePacer, 


LESLIE, 
LEwIs, 


LiPsEtTt, 


LirsErtt, 
LirHoow, 


LITTLE, 
LoBLEY, 
LowWER, 
Lucas, 
LuckocK, 
MacBrie, 


McCatium, 


McCorkInDALE, 
McCormick, 


McDanimu, 


MAcDONALD, 


McDonat1p, 
MacDona Lp, 
MaAcpDONNELL, 


McEwen, 
McGavan, 
McGuig, 


MacGIseon, 


McGi1, 


McGourran, 


MacKay, 


McKeEcuHnIig, 


McKELvIg, 
McKenna, 


MACKENZIE, 


MACKENZIB, 


McKEnzig, 
MacLaren, 


McLatcuHy, 


MacLexop, 


MacMitian, 
MacMiuan, 


MacMiian, 
MacMiian, 


McNar, 


McNairrn, 
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Hon. B. W., President of Executive 
Council and Administrator of 
Fisheries Relief, P.E.I. 

Andrew, Saskatoon Board of Trade. 
Mayor Stanley, Canadian Federation 
of Mayors and Municipalities. 
Miss Florence, Man. Teachers’ Federa- 

tion. 

L. R., Western Canada Fuel Ass’n. 

J. H., Dominion Mortgage and Invest- 
ments Ass’n. 

C. E., Sask. School Trustees’ Ass’n. 

Owen, Montreal Board of Trade. 

Prof. A. R. M., Native Sons of Canada. 

J. D., County of York, Ont. 

Mrs. Rae, Housewives’ Ass’n of Canada. 

Hon. M. M., Minister of Labour, Ont. 

J. S., Taxpayers’ Protective Ass’n of 
Edmonton. 

H. M., City of Vancouver. 

R. N., Canadian Manufacturers’ Ass’n, 
Inc. 

B. J., K.C., Solicitor, Sask. Ass’n of 
Rural Municipalities. 

Hon. A. L., K.C., Premier of Nova 
Scotia. 

Hon. J. A., Minister of Agriculture, N.S. 

Hon. K.C., Minister of Agriculture, B.C. 

H. W., Canadian Manufacturers’ Ass’n, 
Inc. 

W. H., K.C., on behalf Govt. of Sask. 

C. J., Water Rights Engineer, Sask. 

Dr. B. T., Dep. Min. of Health, Ont. 

Dr. D. A., Commr., Board of Grain 
Commrs., Dom. Govt. 

Dr. H. W., Director Indian Affairs, 
Dom. Govt. 

J. J., Sask. Ass’n of Rural Munici- 
palities. 

J. R., Sask. Teachers’ Federation. 

Dr. J. H., Dep Min. of Education, - 
Sask. 

B. A., Native Sons of B.C. 

J. D., Saint John Board of Trade. 
Miss Catherine, Provincial Ass’n of 
Protestant Teachers of Quebec. 
Prof. Norman, League of Nations 
Society; Canadian Ass’n for Adult 

Education. 

W. C., Alta. Co-operative Council. 

Mayor D. L., City of Saint John, N.B. 

E. B., Supt. of Insurance, N.B. 

Clive J., Solicitor, Union of Manitoba 
Municipalities. 

H. R., Associated Boards of Trade of 
B.C. 

L. B., Dep. Min. of Public Works, 
P.E.LI. 


M., Saskatoon Board of Trade. 

Dr. W. J. P., Leader of Conservative 
Party, P.E.I. 

Hon. J. B., K.C., Attorney-General, 
NB. 

H. D., Supt. of Insurance, Ont. 
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MacNaMara, 
McNAvGHTON, 
MacQuaRRIE, 
McQUESTEN, 
McoTaccaRrt, 
MAGILL, 
MAINES, 
Magsor, 
Mann, 
MANNING, 


Marion, 
Marks, 


MarkKUS, 
MarsH, 
MarRSHALL, 
MARSHALL, 
MASSEY, 
MATHER, 
MaTHESON, 


MIDDLEBORO, 
MILLER, 
MILLIKEN, 
MITCHELL, 
MITCHELL, 
Mo.voy, 
MonkK, 
MoNntTGOMERY, 


Mooney, 


Moore, 
Morgan, 


Morin, 


Moyer, 
Munro, 
Munro, 
MurpHy, 


Murray, 
MutcH, 


MuvTCHMOR, 
MyYRDALL, 


NEWCOMBE, 


A., Dep. Min. of Public Works and 
Labour, Man. 

Major General A. G. L., President, 
National Research Council. 

Hon. J. H., K.C., Attorney-General, 
NSS. 

Hon. T. B., K.C., Minister of Highways, 
Ont. 

D. E., K.C., Counsel, City of Vancouver. 

Dr. Roswell, Under-Secretary of the 
United States Treasury. (Private 
hearing.) 

Miss Joy, Canadian Ass’n of Social 
Workers. 

Hon. W. J., K.C., Attorney-General, 
Man. 

J. A., K.C., Gen. Counsel, All-Canada 
Insurance Federation. 

H. E., Property Owners’ Ass’n of 
Toronto. 

J. A., Man. School Trustees’ Ass’n. 

A. L., Associated Temperance Forces 
of Alta. 

I., National Construction Council. 

L. C., League for Social Reconstruction. 

EK. K., Man. Teachers’ Federation. 

Col. K. R., Board of Trade, Toronto. 

W. E., C.A., Provincial Auditor, P.E.L. 

R. H., Canadian Electrical Ass’n, Inc. 

R. H., Transportation Commission, 
Maritime Board of Trade. 

C. C., Ont. Municipal Ass’n. 

O. V. B., N.B. Teachers’ Ass’n. 

Bui.) HC... Canadian (Chamber, ot 
Agriculture. 

Prof. J., on behalf Govt. of Sask. 

Mayor Walter, City of Halifax. 

T. M., Commr., Labour and Industries, 
Sask. 

Miss Elizabeth C., The League for 
Women’s Rights. 

G. H., K.C., Counsel, Canadian Elec- 
trical Ass’n, Inc. 

G. S., Canadian Federation of Mayors 
and Municipalities. 

Miss Edna, Canadian Nurses’ Ass’n. 

H. W., Canadian Chamber of 
Commerce. 

René, Chambre de Commerce du 
District de Montréal. 

F. C., Drumheller Board of Trade. 

Dr. H. F., Supt. of Education, N:S. 

J. B., Dep. Min. of Agriculture, B.C. 

A. H., K.C., Counsel, Roman Catholic 
Separate School Trustees’ Ass’n of 
Ont. 

Dr. W. C., on behalf Govt. of Sask.; 
University of Sask. 

R. E., Charlottetown Board of Trade. 

Rev. J. R., United Church of Canada. 

Dr. Gunnar, Prof. of Political Economy, 
Stockholm University, Sweden. (Ev. 
pp. 9108-54.) 

C. K., Chairman, Workmen’s Compen- 
sation Board and Old Age Pensions 
Board, Man. 


Norris, 
NosEeWORTHY, 
O'BRIEN, 


OLDFIELD, 
O’Mrara, 


OTTEWELL, 


OWEN, 
PARKER, 


PARKER, 
PARMELEB, 


PATERSON, 


PATTERSON, 
PATTERSON, 
PATTERSON, 
PATTULLO, 


PAUL, 
PEACOCK, 


PEARSON, 
PEPPER, 


PETERSON, 
PHILLIPS, 
PINDER, 


PITBLADO, 
PoRTEOUS, 


PREUDHOMME, 
PRICE, 


PurRvIS, 


QuIGG, 
RACE, 
RALSTON, 
RALSTON, 
RAYNAULT, 


REEK, 
REILLEY, 


RICKABY, 
RIDINGTON, 
Riae, 


ROTHWELL, 


ROUTLEY, 


Miss Jessie, Canadian Teachers’ 
Federation. 

J. W., Canadian Teachers’ Federation; 
Ont. Teachers’ Council. 

J. D., K.C., Senior Solicitor, Succession 
Duty Branch, Ont. 

H. C., B.C. Chamber of Agriculture. 

W. P. J., K.C., Asst. Under-Sec’y of 
State, Dom. Govt. 

A., Alta. School Trustees’ Ass’n. 
D. M., Vancouver Young Liberal Ass’n. 
Mrs. Cameron, Ont. Branches of Cana- 
dian Ass’n of Social Workers. 
Hon. R. J. M., Minister of Municipal 
Affairs, Sask. 

Major J. G., Dep. Min. of Trade & 
Commerce, Dom. Govt. 

Hon. A. P., Minister of Education and 
Federal and Municipal Relations, 


Mayor A. M., Prince George Board of 
Trade. 

J. H. L., Single Tax Ass’n of Canada. 

Hon. W. J., Premier of Saskatchewan. 

Hon. T. D., K.C., Premier of British 
Columbia. 

E. B., Dep. Min. of Labour, N.S. 

Dr. F., Director of Educational Services, 
N.B 


Hon. G. §., Minister of Labour, B.C. 

Frank, Edmonton Chamber of 
Commerce. 

C. B., Commr. of Income Tax, B.C. 

R. L., Fredericton Board of Trade. 

Mayor R. M., Sask. Urban Munici- 
palities Ass’n. 

Isaac, K.C., Counsel, Govt. of Man. 

J. V. R., Canadian Chamber of 
Commerce. 

J., K.C., City of Winnipeg. 

Col. C. B., Canadian Legion of the 
B.ES:L. 

Arthur B., formerly Chairman, National 
Employment Commission. (Private 
hearing.) 

S., K.C., Dept. of Attorney-General, 
Sask. 

F. W., Taxpayers’ Protective Ass’n of 
Edmonton. 

Mrs. F. G., Provincial Council of 
Women, B.C. 

Col. the Hon. J. L., K.C., Counsel, 
Canadian Electrical Ass’n, Inc. 
Mayor A., Canadian Federation of 

Mayors and Municipalities. 

W. R., Dep. Min. of Agriculture, Ont. 

W. J., K.C., Supt. of Bankruptcy, Dom. 
Govt. 

H. C., Provincial Geologist, Ont. 

John, B.C. Library Ass’n. 

R. A., Director of Employment Service, 
Dept. of Labour, Dom. Govt. 

G. B., Director of Production Services, 
Dept. of Agriculture, Dom. Govt. 

Dr. T. C., Canadian Medical Ass’n. 


Rowesottom, KE. G., Dep. Min. of Trade & Industry, 
B.C 


Roy, 


RUSSELL, 


RUTHERFORD, 


Sr. JEAN, 


SANsoM, 
SAUNDERS, 


SAUVE, 
SCANLON, 
SCLANDERS, 
Scort, 
SEXTON, 
SHaw, 
SHAW, 
SHEPARD, 
SIBBALD, 
Sim, 
SIMMS, 
SIMPSON, 


SMELLIE, 


SMITH, 
SMITH, 


SMITH, 
SMITH, 


SMITH, 
SPENCE, 


SPERRY, 
SPRINGETT, 


STANTON, 
STEPHEN, 


STEWART, 


STIRRETT, 


STOCKDILL, 
SULLIVAN, 


SWAINE, 
TAGGART, 
TALLON, 


TAYLOR, 


Mgr. Camille, Le Comité permanent 
des Congrés de la langue frangaise. 

F. W., Catholic Minority of Man. 

F. H., Ont. School Trustees’ and Rate- 
payers’ Ass’n. 

Mlle. Idola, L’Alliance canadienne pour 
le vote des femmes de Québec. 

Dr. C., Alta. Teachers’ Ass’n. 

L. H., Grand Orange Lodge of Ont. 
West. 

Emile, La ligue des propriétaires de 
Montréal. 

Mayor P. E., Okanagan Municipal 
Ass’n, B.C. 
F. Maclure, Transportation Commis- 
sion, Maritime Board of Trade. 
Prof. F. R., League for Social Recon- 
struction. 

Dr. F. H., Director of Technical Educa- 
tion, NS. 

A. M., Director of Marketing Service, 
Dom. Govt. 

W. R., Dep. Min. of Agriculture, P.E.I. 

C. D., Winnipeg Real Estate Board. 

A. §., K.C., Debt Adjustment Board, 
Sask. 

David, Commr. of Excise, Dom. Govt. 

L. W., Saint John Board of Trade. 

W. E., Alta. Co-operative Sugar Beet 
Growers’ Ass’n. 

Miss Elizabeth, C.B.E., Victorian Order 
of Nurses. 

C. Rhodes, Native Sons of Canada. 

G. E., Canadian Importers & Traders 
Ass’n, Inc. 

J. J., Dep. Min. of Municipal Affairs, 
Sask. 

R. Rogers, National-Corporatist Move- 
ment. 

Sidney E., University of Manitoba. 

Hon. George, Minister of Public Works, 
Sask. 

A. H., Union of N.S. Municipalities. 


- Dr. E. J., British-Israel-World 


Federation (Canada) Inc. 

John, Greater Vancouver and New 
Westminster Youth Council. 

F. N., Provincial Ass’n of Protestant 
Teachers of Quebec. 

Bryce, Director of Research, Industrial 
Relations Counselors, Inc., New 
York City. (Private hearing.) 

J. T., Canadian Manufacturers’ Ass’n, 
Inc. 

C. E., Winnipeg Board of Trade. 

H. J., K.C., Solicitor, Municipalities of 
BG, 

Dr. J. M., Director of Research, Dept. 
of Agriculture, Dom. Govt. 

Hon. J. G., Minister of Agriculture, 
Sask. 

R. J., Trades & Labor Congress of 
Canada. 

Alton, on behalf Govt. of N.B. 


TAYLOR, 
TAYLOR, 
TENNANT, 
THOMAS, 
THOMSON, 


THORNE, 
THORNTON, 


THORNTON, 


THORVALDSON, 


TIGHE, 


TIMMINS, 
Titus, 


ToLCHARD, 
TOWERS, 
UBRICH, 


UPGREN, 
UrRwWICcK, 
VINER, 
WALKER, 
WALLACE, 
WALSH, 
WALSH, 


WALTERS, 
WARDLB, 


WARREN, 
Warwick, 
WEIR, 


WELLS, 
WEST, 


WHALEN, 
WHARRAD, 
W HERRETT, 
WHITMAN, 
WHITTON, 


WILGRESS, 


WILSON, 
WILSON, 
WILSON, 


WISMER, 


WODEHOUSE, 


Woop, 


WRIGHT, 
WRIGHT, 
Wyatt, 
YOUNG, 
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J. A., C.A., Supt. of Revenue, Sask. 
Prof. K. W., on behalf Govt. of Ont. 
Nigel, Counsel, City of Saint John. 
Miss, Ont. Teachers’ Council. 

Dr. J. S., on behalf Govt. of Sask.; 
University of Sask. 

A. O., Canadian Importers & Traders 
Ass’n, Inc. 

L. A., Regina Board of Trade; Chair- 
man, Sask. Power Commission. 

W., Alberta Youth Congress. 

G. §., Solicitor, Home & Property 
Owners Ass’n of Winnipeg. 

R. D., K.C., Protective Committee in 
Alta. of Private Holders of Alta. 
Savings Certificates and Bonds. 

H. W., Counsel, Home Builders’ Ass’n 
of Toronto. 

L. S., Sask. Teachers’ Federation; 
Canadian Teachers’ Federation. 

F. D., Toronto Board of Trade. 

Graham F., Governor, Bank of Canada. 

Hon. J. M., M.D., Minister of Public 
Health, Sask. 

Prof. A. R., on behalf Govt. of Man. 

Prof. E. J., Welfare Council of Toronto. 

Dr. Jacob, on behalf Govt. of Man. 

Dr. J. F., Dep. Min. of Mines, B.C. 

W.S., Ont. Library Ass’n. 

F. W., Director of Marketing, N.S. 

J. E., Canadian Manufacturers’ Ass’n, 
Inc. 

Chester, Dep. Prov. Treasurer, Ont. 

J. M., Director, Surveys and Engineer- 
ing Branch, Dept. of Mines and 
Resources, Dom. Govt. 

John, East York Business Men’s Ass’n. 

Dr. Wm., Chief Medical Officer, N.B. 

Hon. G. M., Minister of Education and 
Provincial Secretary, B.C. 

J. E., on behalf Govt. of P.E.I. 

Gordon M., National Construction 
Council of Canada. 

T. H., Union of N.B. Municipalities. 

W. H., East York Business Men’s Ass’n. 

Dr. G. J., Canadian Tuberculosis Ass’n. 

A., Halifax Board of Trade. 

Miss Charlotte, O.B.E., Canadian 
Welfare Council. 

L. D., Director of Commercial Intelli- 
gence Service, Dept. of Trade & 
Commerce, Dom. Govt. 

Hon. Cairine, Victorian Order of Nurses 

J. O., Prince George Board of Trade. 

Dr. W. A., College of Physicians and 
Surgeons of Alta. 

Hon. G. S., K.C., Attorney-General, 
B.C. 

Dr. R. E., Dep. Min. of Pensions and 
National Health, Dom. Govt. 

Col. 8. T., Commr. R.C.M.P. (Private 
hearing.) 

C. H., Halifax Board of Trade. 

Mr., Toronto Board of Trade. 

Dr. F. A., University of Alberta. 

Dr. G. 8., Canadian Medical Ass’n. 
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